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Spectre of What ? ; 

'pHE preliminary round of the Sino-Soviet confrontations on the igontt 
ideological issues will have begun as these, lines appeaiin print. 
Whether the factors which have strained relations between the two goyin^'.'. 
ments (and parties) are strictly ideological or not, is c/i course opeftto 
question. It may be maintained that what ie involved is a clash hettWNMI 
two sets of national chauvinism, between two oppressing wills, between*'- 
two prides — the pride of brash and young over-confidence hurtlftjg ft-.-' 
self against the pride of successful attainment. Alternatively, one may 
even try to summarise the confrontations as symptomatic of the acute • 
dialogue of crisis between the Communist Parties of developed Europe, 
and the/Parties of Asia and the other under-developed continents, with 
the Indian party hopelessly raught in the middle. ’ 

Whatever the precise reasons for the rift, it is much more tfnn JtM .-:; 
an intra-mural quarrel. It will not do to push aside the issue by merely 
wishing that the Communists stew in their own dialectical juice. What 
happens at the Moscow parley has significance all around the globe, lot ;,. ' 
this parley involves two out of to-day’s three mightiest nations. Glvtfl ; 
the inextricable interdependency of nations — big and small, comnuftad >. 
and uncommitted — in this nuclear age, the manner the Sino-Soviet * 
dialogue is resolved or not resolved will affect, and at least partftUy 
determine, the shape of events for the next several years in 
countries. ■ ■ 

■1 ' * ’' A 

To illustrate, if it so happens that the current bout of disousaious 
shows that the two Communist movements will not converge but will 
continue on separate-'planes, re-thinking will be called foriqiot only with V 


respect to established tenets of socialism and roriimUnism, but also i 
ing the nature of polarity within the so-called oapitalijrtfsocietie*. ::Tb«; 
moment Communism ceases .to be monolithic, the chances are that the - 
enforced conformism which the Western alliance represents will also 
mediately'gifts way. For all one knows, even as HuSsia. despite Ike* ^ 
instihitionalflutlandishness, is being welcomed back into European foWl 
France may all of a sudden discover that maximisation of national aims 
would demand that she ventures out into hitherto-taboo coalitions; 
it is tantalizing to speculate whether the other partner in such coalitioftgj | 
would be China — or Japan — or Indonesia. 

The cold war mould, bv now seventeen years old, would bre#i|J v 
down, and that would indeed be good riddance: a rupture in the rela¬ 
tions between the Soviet Union and China could bring about at least 
this positive achievement. This is, however, taking an altogether limited 
view of the prospective developments. What might happen to the several 
adjuncts of the revolutionary-proletarian movements in the different 
countries of Asia and Latin America if the Chinese Communist Party, 
along with its followers and admjfflrs, sets up a Fifth International or 
something which is similar in intent,' Should also be taken into account. 

A concomitant questiop would-Aen bc -whether such a development 
would hasten the pace of China's pwrch towards nuclear self-sufficiency. 
Any number of bizzare political possibilities would be conceivable once 
the breach between the two Communist giants is publicly declared. 
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■iiwyi;**"! Stifr'- 

What cannot be answered cate- Parties o£ the poorer coniines 
goricaily is whether the ensuing greatly weaken the forces of the 
upheaval would do humanity much heft everywhere? If the answer 
good in the net, even in the short to the latter question turns out to 
tun. If One. lowers one’s sights and he in the affirmative, would that 
Wants to jtroRnosticale on the still do any pood to the capita ist 
effects on only the economically countries? l or has not the case 
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under-developed section of the 
Human race, even then any cate¬ 
gorical assertion would be ridi¬ 
culous, If the Soviet Union 
reaches an over all political accord 
With the United States, would that 
lessen, or replenish, the flow of 
economic assistance to the less 
developed countries? Would a 
formal declaration of war between 


of Cuba shown that even if the 
organised le r t is visibly weak, the 
dictators of the right could be 
trusted to bring about their own 
disaster ? 

That the answers to so many 
questions and issues arc dependent 
on the results of this ideological 
dialogue testifies to the fearful 


lunnai nroiaruuoN 01 war oriwem . __ — ~ 

the ‘bourgeois’ Communist Parlies nature of the responsibility which 
of Europe and rlny^ * oleta/ian’ the Communist leaders of either 
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ic have taken upon themaetvea, 
Despite our immediate preoccupa¬ 
tion with China and problem® of 
national defence — or perhaps 
because of it — we could do worse 
than try to identify carefully 
the nuances of the ideological 
battle as they are unfolded in 
Moscow in this and the following 
weeks. It is but one example of 
the paradoxes Which beset a struc¬ 
turally inter-dependent world that, 
despite the current irrelevance of 
the Indian Communist Party, the 
issues of communism — be they 
philosophical or tactical — have 
become of acute relevance from 
the point of view of both the nation’s 
survival and its economic progress. 


Shadow over Panvel 


jpURLIC sector projects, long 
planned and long promised, 
seem to lie dropping out one by 
one. A fortnight ago came the 
news that the phytocliemieal pro¬ 
ject in Kerala has been abandoned. 
Reports are now rurrent that the 
same fate awaits the big project 
for organic intermediates and 
chemicals at Panvel in Maharashtra. 
About the phytorheinicals. the 
reason given for abandoning the 
project was that tea waste and 
pruning.*, the raw materials for 
phytochemicals, were not available 
at economic prices. It does not 
enhance people’s faith in the 
planning system when a project is 
dropped after two full years, be¬ 
cause raw materials are not avail 
able. Is not the availability of raw 
materials at a reasonable cost one 
of the first tilings to tie considered 
while planning production of any¬ 
thing? The project for the manu¬ 
facture of organic intermediates 
and chemicals is supposed to have 
gone off so well that the possibility 
of a sudden abandonment comes 
, -as a shock. A Government com¬ 
pany, the Hindustan Organic 
Chemicals, bad been floated for 
handling this Rs 12-crorr project 
-and collaboration seemed of a big 
West German consortium consisting 
of some of the world’s best known 
firms in this field — Ravers, 
Hoechst, BASF and Fedrick Uhde. 
The construction work was started 
and already more than a crore has 
been spent on the factory site. 

The idea of setting up a plant 
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of this kind was taken in hand 
early in the Second Plan. On the 
request of the National Industrial 
Development Corporation, a team 
of experts from Monteeatini under¬ 
took a survey in 1956 to estimate 
the demand for intetmediates 
derived fiom the anticipated de¬ 
mand for dye-stuffs and other 
organic chemicals in the countiy 
by 1965. Similar studies weir also 
made independently by Imperial 
Chemical Industries and the West 
Get man consortium in the Second 
Plan petiod. An offer of foreign 
exchange credit was made by the 
German manufacturers in 195R and 
the Government of India decided 
to go ahead with the collaboration 
of this group. Accordingly, an 
agreement was signed in August 
I960 between the Government of 
India and the West German firms 
and it was given out at the 
lime that the project would come 
into production by the middle oi 
196.5. 

It is now reported that even a 
year ago the repiOM-ntatives of the 
consortium had miniminiratrd their 
inability to proceed with the pro¬ 
ject as they did not consider it to be 
viable any more. The reason given, 
so goes the report, was that Hindu¬ 
stan Ot ganic, they had been given 
to understand, would be more or 
less monopoly produceis of the 
intermediates. Rut licenses had 
been issued to so many firms for 
these intermediates that the scope 
for the project had been consider¬ 
ably curtailed as a result and the 


demand projections on which the 
earlier estimates had been made, 
bad become invalid. 

The Panvel projert for organic, 
intermediates, it may be recalled, 
was based on raw materials deriv¬ 
ed from coal carbonisation and coal 
tar distillation. This itself raised 
doubts about the choice of the loca¬ 
tion since the basic raw materials 
for the plant would have to be 
transported all the way from Bihar 
or Bengal. That way, of course, 
the situation has not changed. 
What has is, first, of routse, indis¬ 
criminate licensing and then, strik¬ 
ing developments in technology in 
the last few years which must have 
influenced the final decision of the 
members of the consortium. Coal 
tar distillates and coke-oven pro¬ 
ducts are now being increasingly 
replaced by petro-chemicals as the 
basic material for the manufacture 
of the group of organic interme¬ 
diates the production of which was 
to have been taken up at Panvel. 
This lias made substantial cost redu- 
ctions possible and prices of these 
products have come down sharply 
both in U S and West Germany. 
Petro-chemicals have made such a 
powerful impact on chemical tech¬ 
nology as to alter radically the basic 
pa'tern of many chemical industries, 
the most productive of them being 
organic chemicals. 

In fact the reason why the con¬ 
sortium i8 reluctant to proceed 
with the Panvel project may not 
therefore be far to seek. One of 
the members of this consortium, 



Hoechst Chemicals, are currently readily switch 0#r t© OVgUUC 
w y g d in negotiating a collabattf-'”''^ using Lpetro-ch«BJ®i 

tion agreement with the MafatkJg raw materials irwtAd of the by- 
for the manufacture of petNP products of coal <xf which it had 
chemicals near Bombay from Nig^been planned earlier, 
finery gases and naphtha cracking 

units to be set up here. The deve- The manner in which public 

lopment thus projected adds fresh sector industrial projects are being 

emphasis, if any were needed, to dropped one by one, however, 

the urgency of developing petro- raises questions quite different from 
chemical industries but not in a those about the k-asibility of parti- 
haphazard manner. But such cular projects. If it is chemical 

development should not mean the intermediates after phytochemicals, 
abandonment of Panvel. On the which would it be next? Would 
contrary, it would strengthen the it be the synthetic drug and mter- 
viability’of the project and enhance mediates project at Hyderabad and 
its importance. The project can antibiotics at Rishikesh? 

Race Riots in British Guiana 


WITH the cancellation of air- 
W flights and the partial suspen¬ 
sion of overseas communication 
services, the isolation of British 
Guiana is virtually complete. News 
of the political turmoil in the 
country trickles through in driblets 
to the outside world, but even the 
scrappy reports appearing in the 
press reveal the racial twist which 
has been given to the agitation 
against Chcddi jagan’s Government. 

Opposition to Cheddi lagan, 
whose People's Progressive Party has 
won a majority in every election 
since 1953 including the lust held 
in August 1961, is directed against 
his socialist economic policies. The 
opposition parties, the Peoples 
National Congress, led by the 
African leader Forbes Burnham, 
and a group of extreme rightists 
known as the United Force, have 
sought to dub Cheddi Jagan a 
communist and spread the fear 
that once the country is indepen¬ 
dent the Government would not 
hesitate to nationalise the major 
industries. 

In the agitation against the 
Government, the opposition’s most 
potent weapon is its control of the 
trade unions. The Manpower 
Citizens’ Organisation, the biggest 
trade union, as well as the Trade 
Union Council are controlled by 
Richard Ishmael, a bitter opponent 
of Jagan, and draw their inspira¬ 
tion from the American-sponsored 
International Confederation of 
Frfte Trade Unions. The general 
strike which followed Jagan’s 


“austerity budget” last year was 
an excellent instance of the oppo¬ 
sition's use of its control over the 
trade unions. Actually, none of 
the fiscal measures directly affected 
the workers and the budget propo¬ 
sals were merely used as a pretext 
to try to overthrow the Government. 

The current phase of agitation 
against Cheddi Jagan was sparked 
oil’ by the Government’s Labour 
Relations Bill seeking to set up a La¬ 
bour Relations Board to settle dis¬ 
putes over recognition of unions, 
etc. The TUG alleged that the 
Bill was an attempt by the Govern¬ 
ment to control the trade unions. 
But though the Government subse¬ 
quently dropped all the controver¬ 
sial clauses in the Bill, the strike 
continues over other issues. 

With Burnham's break-away from 
the People’s Progressive Party to 
form his own People’s National 
Congress, politics in British Guiana 
has assumed a steadily darkening 


W:f: ■ iiW' 

racial tinge. The ProgrettW Party, 
like Cheddi Jagan’s Government, » 
multi-racial. But the National 
Congress has been trying to wean 
away the African# from it by de¬ 
picting it as exclusively a party of 
the Indians. Burnham’s propaganda 
has had its effect on the mass of 
the African population and the re¬ 
sults we see in the current race 
riots. _ 

But the sharpening of racial 
antagonisms has not been ill to 
the benefit of Jagan’s opponents. 
One inevitable result of Burnham’s 
militancy has been to drive a sec¬ 
tion of well-to-do Indians, who are 
sceptical of Jagan’s economic poli¬ 
cies, to support the Progressive 
Party which at the same time re¬ 
tains the allegiance of a minority of 
Africans who have not been swaybd 
by Burnham’s demagogy. In arty 
case, Indians make up roughly half 
the island’s population while the 
Africans constitute only one-third 
of it. Not surprisingly, therefore, 
the racial polarisation has embold¬ 
ened Jagan to offer to hold fresh 
elections on condition that Britain 
would grant the country independ¬ 
ence without further delay if his 
party won once again. 

The independence talks held 
in 1962 had broken down be¬ 
cause, among other things, the 
Progressive Party was not prepared 
to agree to the opposition’s demand 
that fresh elections should be held 
before independence. However, now 
that Jagan has offered to hold elec¬ 
tions, the opposition does not 
appear to be anxious to take up the 
challenge. Instead it seems to be 
intent on forcibly overthrowing the 
Government by inciting the African 
population to violence and disrupt¬ 
ing the economy through strikes. 


Special Number 



The next Special Number of The Economic 
be out on July 20, 1963. It will be a 180-page issue, 
in art cover and will be priced at Rs 3. Registration and postage 
charges will be Re 1. 

The Special Number will be supplied free to subscribers. 
Non-subscribers and agents are requested to place their orders 
in advance. 

In view of the Special Number, there will he no issues on 
July 13 and 27. 

A Fernandes 
Business Manager 
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Weekly Notes 


p Intilficfvoii' Convention 

, Our Calcutta Correspondent writes: 

ATTENDING the Indian Thinkers’ 
Convention which the Prime 
: Minuter inaugurated on Monday. 
-Witt a disgusting and humiliating 
experience* One has come to 
aoeept that in the topsy-turvy India 
o| today, most such gatherings are 
tamashas rigged up largely lor the 
greater glory of the sponsors, but 
this one really took the cake. It is 
A allocking depreciation of national 
Values that some people should 
haVe had the effrontery to call this 
<df$tia a thinkers’ convention. The 
whole thing was completely hogu«, 
the organisers did not even make 
an attempt to keep up appearance. 

West Bengal’s intellectual life 
has long been dominated by ele¬ 
ments which are outside the Con¬ 
gress, if not actively hostile to it. 
Atttlya Ghosh, permanent president 
of West Bengal Congress, finds this 
galling. For some years, he has 
been trying to rope in the big 
names but his success so far has 
been limited despite the patronage 
he has to offer. The gravitational 
pull of a Mahalanobis or a Satycn 
Bose has so far been much stronger 
than all Atulya Ghosh’s blandish¬ 
ments. 

The convention was a continua¬ 
tion of Atulya Ghosh’s effort 
to enlarge the Congress base. And 
since Atulya Ghosh was Chairman 
of the reception committee, there 
was no dearth of funds nor of 
party support. What else could 
have brought Pandit Nehru to the 
I#.inauguration and Shrimnti Vijaya- 
clakshmi Pandit to address a session 
on the role of women? But neither 
Pandit Nehru’s stature nor Vijaya- 
fejl&shini’a charm nor even Birla’s 
fcaih could give the convention the 
■lightest air of intellectuality. 

F.vcrything about it was of the 
standard o? a mandal Congress 
conference. In the front row sat a 
number of luminaries including a 
jute magnate whose firm is facing 
serious charges- of under-invoicing 
and a one-time film actress once 
again in the lime-light because of 
her recent friendship with an emi- 
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nent Congress personage. When 
kaka Kaletkar came in looking for 
a seat, there was none left and no 
one bothered to find him one until 
a Union Minister (that too, a wo¬ 
man) got up to make room lor him. 
Only trien did Atulya Ghosh’s lieu¬ 
tenants nulling around the piace 
realise that the old man with a 
flowing white beard was someone 
to be luken notice of. 

When Nehru arrived at last—he 
was late because he called en route 
on Atulya Ghosh in his sickbed — 
the scene on the dais was one of 
utter chaos. Seating was desfu 
style on the floor, and there were 
scores of people jostling for space 
to park themselves (particularly as 
dose to Nehru as possible to have 
the best chance of being included 
in newspaper photographs). And 
the influx continued long after the 
proceedings had begun — one of 
the last to arrive was a generously 
proportioned printer with copies of 
a conference souvenir which he 
promptly started to distribute, 
calmly ignoring the attempts to 
restrain him. What a subject for 
a cartoonist! Others would have 
muscled in their way, too, after 
the ^printer, had the Prime Mini¬ 
ster’s security aide s not taken the 
situation in hand. 

One felt sorry for poor Nehru, 
hunched over a bolster amidst ail 
this confusion. Despite all the mo- 
ney the organisers bad at their dis¬ 
posal, there were just two pedestal 
funs on the vast and stuffy dais. 
Vijayalukslutii who sat next to the 
Prime Minister at the start found 
herself pushed hack almost to the 
back drop at the far end. But 
Nehru had brought all this upon 
himself by accepting tl„. invitation 
m tlie first place. 

What transpired at the inaugura¬ 
tion is difficult for yom correspon 
dent to say. By the time the Secre¬ 
tary had made a tiiesonie report 
and the President. Dr S k Mitra, a 
few inane remarks, be had had as 
much as lie could take. One had ex¬ 
pected better from Dr Mitra. a nati¬ 
onal professor and a man of repu¬ 
tation as a physicist, but his inanity 
on this occasion was all of a piece. 


When Nehru took the floor, the 
press gallery saw promise of ex¬ 
plosive anger in his growling look. 
But we were disappointed -— he 
did his duty by the sponsors by 
holding forth for 40 minutes. Yet 
he at least had the decency to 
wonder aloud what the thinkers’ con¬ 
vention was about. Thinking, he re¬ 
minded, could not be done en masse; 
least of all in a crowd of 5,000 
jampacked into a stuffy hall. Hav¬ 
ing entered this caveat (was it a 
gesture to satisfy his own con¬ 
science?) he proceeded to spout 
cliches steadily for far longer than 
good form really demanded. Was 
it a compulsive behaviour pattern 
at work which Nehru — - the best 
performer in the Congress circus — 
cannot avoid even when he wishes 
to? 

Supervision of Tarapur 

THE Government of India’s deci¬ 
sion to accept International 
General Electric’s offer to build a 
380 mW atomic power station at 
Tarapur was made public in Septem¬ 
ber last year. However, before an 
agreement could be concluded with 
I G E, a loan had to be secured 
from the LJ S Government to cover 
the foreign exchange cost of the 
project, estimated approximately 
at Rs 38 crores. Further, since 
I G E s offer was to set up two water 
cooled reactors using enriched 
uranium as fuel, arrangements Jiad 
also to be made for supply of enri¬ 
ched uranium from the U S. This 
involved the question of safeguards 
to satisfy the U S that the fuel sup¬ 
plied by it was used only to produce 
power and was not diverted to non- 
peaceful uses. Negotiations with the 
U S on these questions have taken 
the best part of a year and it was 
only last week that the U S loan 
for Tarapur was announced. 

Before the Government of India 
accepted I G E’s offer in preference 
to a number of competing bids, the 
U S had already been sounded and 
had expressed its willingness to 
finance the foreign exchange cost of 
the project and also to meet its en¬ 
riched fuel requirements. But the 
negotiations with the U S Govern¬ 
ment were stretched because of our 
unwillingness to submit the opera- 
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tion of the Tarapur project to 
supervision by the International 
Atomic Energy Agency, which the 
U 5 could not but insist on as a 
condition for supply of enriched 
uranium considering that it is the 
sponsor of ithe system of I A E A 
supervision. We were prepared to 
accept supervision by the U S but 
not by the I A E A, on the ostensi¬ 
ble ground that U S supervision was 
likely to be less onerous than the 
I A E A’s. 

According to a joint Indo-U S 
press release issued in Washington 
on Tuesday, though supervision of 
the project is to be in U S hands 
initially, it is to be transferred to 
the I A E A once the international 
agency develops a satisfactory sys¬ 
tem of control to supervise large 
reactors of the Tarapur type. It 
thus appears that we have climbed 
down all the way and accepted inter¬ 
national control which, along with 
the Soviet group, we had stoutly 
opposed. This is not surprising, for 
our earlier stand accepting U S but 
not IAEA control made little 
sense. There is nothing in the bila¬ 
teral agreements concluded by the 
U S with other countries to whom 
it has supplied nuclear fuel to sub¬ 
stantiate the contention that U S 
control would hr less stringent than 
the I A F A’s ( The. Economic 
W'eckly , September 29, 1962). Our 
position on ihr question of controls, 
it would appear, was mainly a face- 
saving one, intended to he consist¬ 
ent with our stand in the IAEA 
opposing international supervision. 

Power from Thorium 

r J , HF question of supervision arose 
from the Government’s decision . 
to go in for the enriched fuel reac- 


basis of a nuclear power pro¬ 
gramme: 

“A country with large supplies 
of thorium may be able to sus¬ 
tain a power programme by 
operating reactors on the thorium/ 
uranium-233 cycle. Once enough 
uranium-233 has heett produced 
by the irradiation of thorium by 
neutrons released in the fission 
of uranium-235 or plutonium, 
the reactor will need no fresh 
supplies of fissionable material; 
as more and more thorium is 
fed into tire reactor it will go on 
producing its own * < fuel in the 
form of uranium-233.” 

But reactors using thorium are 
yet to be developed. At present 
thorium is used as a fertile material 
fie material from which nuclear 
fuel can be produced) in a few 
power reactors in the 11 S and 
If K. All these reactors are, how¬ 
ever, “basically experimental and 
intended to provide information 
on many unknown aspects of the 
thorium/uranium breeder techno¬ 
logy'. It will be sometime before 
such reactors are developed for 
operation on an industrial scale”. 

But since plutonium can he pro¬ 
duced from uranium-238 in natural 
uranium reactors it is possible to 
start a nuclear power programme 
with natiuul uranium reactors and 
produce enough plutonium ovet a 
period of time to go on to plutonium/ 
uranium reactors. Even the enric¬ 
hed uranium using reactors to be set 
up at Tarapur will produce pluto¬ 
nium as- by-product but this pluto¬ 
nium will have to be used in these 
reactors themselves under the terms 
of the proposed agreement with the 

u s. 


richfcd uranium plant offei^l! by the 
I G E is substantially lower than 
that of a natural uranium plant of 
like capacity, it will depend for its 
operation on imported fuel. Thus the 
joint press note referred to above 
states that-“the Tarapur station will 
'be opergtod t/nly ort enriched ura¬ 
nium supplied by the U S or pluto¬ 
nium product' therefrom”. It n 
estimated that in addition to the 
initial fuel charge which would cost 
somewhat over Rs 7 crorea, imports 
of fuel from the U S would be of 
the value of Rs 2 crores annually. 
These imports may he reduced 
somewhat insofar as the plutonium 
produced as by-prodtlct in the reac¬ 
tors can be substituted for enriched 
uranium. 

It may be pointed out that the 
U S is now neither the only source 
of supply of enriched uranium nor 
even perhaps the cheapest. In Bri¬ 
tain. for instance, the cut-back in 
military and civil nuclear program¬ 
mes has rendered huge enrichment 
plants set up at great cost partially 
idle and the British Atomic Energy 
Agency recently decided to offer the 
enrichment facilities at its C.apen- 
hurst plant for hire. This has open¬ 
ed up an alternative source of sup¬ 
ply of enriched nuclear fuel which 
countries- embarking on nuclear 
power programmes will find attrac¬ 
tive not only because it is said to 
he cheaper but also because the con¬ 
ditions attaching to supply of en¬ 
riched uranium from the U S will 
not, presumably be insisted on. Of 
course, in the case of Tarapur with 
American plant and American cre¬ 
dit there was really no choice as to 
the source of supply of fuel. 

Cosf ofC D S 


tors offered by the American firm. 
Tarapur was originally iigtrtided to 
he of the natural uraniuln type,. Since 
we have no faci 1 ities for enriching 
uranium, in- the' ,development of 
nuclear power jit dtidia reactors 
using enriched fuel can be consi¬ 
dered onlv after suftfcfeisjt'quantities 
of plutoniurtf havelwfW been pro¬ 
duced in reactors using natural ura¬ 
nium, And the long-term .objective 
has to he to make use of ’thorium, 
which alone we have in abundance. 
The Bulletin of the International 
Atomic Energy Agency in its April 
1963 issue has this to say about the 
possibilities of using thorium as the 


While the capital cost of the en- 
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Foreign Subscription Rate 

Due to increase in foreign 
postal rates it lias been found 
necessary to revise out- 
subscription rate, With effect 
from July, 1 196,3, the vtfmual 
foreign. suhscritUipn will be. , 
Rs 34, 50s or 8 7. 

A Fernandes 
Business Manager 


rTHOSF who .are. to. pay the com¬ 
pulsory deposits jnay he ex¬ 
pected to grumble, biit what about 
those at the, a&Jeiving end, like the 
post office*. ,£br instance? 
delects an' tittoier-current of urtsHsV 
dismay, if Rot .despair, at the mag¬ 
nitude of, the task facing them. 
Beifig officials they cannot speak 

out and the Director General of 
/Post j«d* Tclfipfophs RUf on an air 
-trf- — cheerful optimism when he 
•told the press that he was not 
quite sure whether the number of 
accounts the post offices will have 
to handle was nine million or five 
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IN STEP WITH TOMORROW 

New processed foods, new phai 
and many more new products ai 
the Indian market every day. The 
packaging problems 0 At Poyshj 
leading tin container makers ir j 
they are always geared to 
ments of their customer^Tff l! 
ered the manufacture^of S 1 / 
Soon these will be IjitfograpHed 
the agenda is a mrich wide/ exp. 
range of packaging mate/ial. W 
plans arerpdayfor the setring up, 
factorie^in the heart of the fruit 1 
growing areas to help me can/ 
arjdeconomical canning fapiiitii 
ideed always in steowitMomo/ 
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pjrtuwi, bat lie bed been given t» 
latter figure to proceed on, and ,h® 
was doing hie beet. 

The problems laced by the Postal 
Department, not by any means a 
model of efficiency, in opening such 
a large number of accounts at 
short notice can be easily imagin¬ 
ed. They have been summarised 
and neatly classified under “ac¬ 
commodation”, “recruitment and 
training of staff” and “forms and 
stationery” in a press note issued 
by the P I B, rather bravely en¬ 
titled “Post Offices Prepare for the 
Compulsory Deposit Scheme”. 

Forms and stationery can be 
printed and staff recruited, though 
not with the required despatch, and 
the CDS may even give an oppor¬ 
tunity to postal employees to pick 
up some extra rupees working after 
office hours, but what about the 
problem of finding so much ac¬ 
commodation? Of course, depositors 
have been requested not to crowd 
in at the busy post offices or on the 
first few days of the month and 
post offices, lor their part, will send 
out their employees to collect de¬ 
posits from the big employers in 
the locality. But how far all this 
will help remains to be seen. Those 
who are aware of the. disorder and 
congestion which is normal in post 
offices can only keep their lingers 
crossed. 

The lack of fore thought and 
preparation with which the CDS 
has been launched has also resulter 
in a certain amount of wasted 
effort, the magnitude of which is, 
of course, not known. One instance 
may, however, be quoted here. At 
first it had been announced that 
employers who made deposits on 
behalf of their employees would 
be required to get the latter to h 
in a form (Form A) individually 
and the accounts were also to be. 
opened separately. Now with the 
modification of the scheme which 
makes it unnecessary to open a sepa¬ 
rate account for every employee. 
Form A has also become unneces¬ 
sary. In the meanwhile, according 
to the press note referred to above, 
the postal department had already 
printed and distributed nearly half 
the total number of forms required 
and the balance was also being 
got ready! 

It is not the post offices alone 


who • wui oe aw victims .of We 
CDS, An onerous burden will *lso 
fall on the employer* who are 
obliged to collect the deposits from 
employees who do not pay income 
tax, and, at their discretion, from 
the tax-paying category as -well. 
The matter does not, however, end 
with making the necessary deduct 
tion every month from the em¬ 
ployee's salarly and depositing it in 
the post office or bank account. The 
modified version of the CDS ex¬ 
empts non-income tax paying em¬ 
ployees who already pay not less 
than II per cent of their salary 
income as life insurance premia, 
contributions to provident funds 

and deposits in 10 and 15-year 
cumulative time deposit accounts 

with post offices. At the beginning 

of the year the employer is expect¬ 
ed to secure from every employee 
in this category a declaration of 
the amounts he would be paying 
iti the course of the year, verify 
that these payments are in lact 
made und, in cases where the 
amount paid falls short of 11 per 
cent of salary, collect the full 

amount of compulsory deposit pay¬ 
able by the employee. Further, the 
employer is obliged to ensure that 
when deposits are made on behalf 
of an employee, the appropriate 
entries are made in the pass book 
issued in the name of the employee. 
These pass books are to be kept by 
the employers but are to be made 
available to employees on request 
“at all reasonable times”. 

Morarji had taken a rather cava¬ 
lier-like attitude to the administra¬ 
tive problems involved, declaring 
that the machinery to collect the 
deposits already existed in the case 
of all categories of income-earners 
covered by the scheme. The CDS 
Bill introduced in Parliament stated 
that “on the basis of an annual de¬ 
posit of Rs 65 to Rs 70 crores, the 
additional cost on strengthening 
the existing administrative machi¬ 
nery is approximately estimated at 
Rs 25 lakhs non-recurring and Rs 
50 lakhs per annum recurring and 
Rs 2 to Rs 3 crores per annum on 
account of interest charges”. The 
dismay and apparent lack of pre¬ 
paredness with which Government 
departments are now facing the 
the scheme leads one to doubt 
whether these estimates of costs 
were at all serious. In any 
case, they do not include the cost 



in terms of the countie** dumber 
of man-hours spent by the public 
on the manifold chorea imposed by 
the CDS, 

The Separated Wings of MH$ 

claims of regionalism it tea? 
not lie always possible to fartwo 
aside-hut has ft necessarily to he 
completely divorced from common- 
sense ? Like Pakistan, the 111 I G 
project is going to have two wings 
—one in Orissa for the manufacture 
of the engines and the Other in 
Maharashtra for the frames. Even 
if the two cannot he combined in 
the same location for some obscure 
but unavoidable reasons, can’t the 
location of the two wings he decided 
with some consideration to the more 
obvious economic factors such Ha 
supply of power, transport, housing 
and raw materials ? 

Koraput came, into limelight soma 
time ago afi the district with the 
highest record of, Gramdan. & 
seems to have gone into the shadow* 
with the stagnation, if not collapse, 
of the Bhoodan Movement. What 
particular industrial potential the 
district may have, no one know*. 

But even if the twq wings am to 
be separated, need they be as wide¬ 
ly separated as the two wings of 
Pakistan ? And if the air frames 
have to be built in Maharashtra, 
what particular merit does Nasilc 
have as a suitable location ? Shri 
P K Ghosh, an aircraft engineer, 
has suggested in a letter to the 
Times of India, June 29, that it 
would be better to build these fac¬ 
tories where most of the facilities 
am already available and that the 
Department of Civil Aviation, in 
consultation with the Indian Air 
Force, should be able to suggest a 
suitable aerodrome as St-factory site. V 
Nagpur aerodrome, perhaps, would 
be the most suitable for this pur¬ 
pose. It is large enough to accom- ; 
modate both these factories, it «:.i» 
centrally situated and well served 
by roads and railways. Moreover 
there is hardly any air traffic at 
Nagpur except for the night airmail 
service and this alone should give 
it a decided advantage over the 
other aerodromes which one could 
think of. 

There would be the problem of 
transporting engines all the way 
from Koraput to Nasik by rail. The 

if "1 
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taie: «t production at present con- 
te*Bpl»t«rf.b«ftg only a few engines 
in, a yetr,.lf»is may not be much of 
A problem in itself but in Nasik, 
too, it will also largely be a ques¬ 
tion of building up a separate town- 
ship, construction of air-strips and 
. $ control , L tower. A more rational 

f oicr of . site could cut out much 
^'CEUm tiwf-consumirig and wholly 
ftnnoceMary investment. 

Support for Capital Market 

THERE is no doubt that (lie capi- 
iai market has been sluggish 
for nearly a year now. Investors 
bad turned cautious even More the 
Chinese aggression. Since then 
there has been practically no acti¬ 
vity at all. A recent study shows 
that two-thirds of tin- new shares 
issued "since January I bob are now 
quoted at. or Lelow par. Even 
those which command a premium 
have been marked down signifi¬ 
cantly. The situation is certainly 
'gloomy. Market centres are asking 
for a relaxation of bank advances 
against shares ami for larger and 
concerted - support fmtn I. I C, 

Capital Elite 

Assessments' 


T UE: . Prime Minister returned from 
Kashmir bursting with energy, 
hut refused to be drawn into a dis¬ 
cussion on Cabinet putges and re¬ 
shuffles. lie is now busy exhausting 
himself in ‘meeting the people". As 
for his colleagues, they hardly spend 
any time in Delhi these days. It’s 
hot and sticky — and there aie so 
many trips and tours possible with¬ 
in the country and outside that it 
seems a shame to pretend to be 
working on vital matters of State 
when everything awaits the Prime 
Minister's ‘revelations’ about the 
future. 

It now appeals more ot less cer¬ 
tain that, in the absence of any 
serious and sustained study by our 
own policy-makers, the ‘revelations' 
will be conditioned by ihe develop¬ 
ing split wit bin the communist world 
and the almost parallel itunrs being 
made to ease tensions between du¬ 
ll S A apd the J&S S K. Of course, 
these trends co®3 be dismissed as 
‘seasonal’ judging from the nicrcu- 
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I F C and I C l;G 1. Tbe suggea* 
tions may be accepted in some 
measure at least but whether they 
<an dispel the gloom is a different 
matter. 

The prolonged state of inactivity 
in the market is not the result of 
what are generally described as 
market factors, which are amen¬ 
able m institutional control. The 
worsening foreign exchange situa¬ 
tion has made industrial expansion 
difficult and hazardous. There is a 
genuine fear that defence imports 
will cut into development and 
maintenance requirements. This 
factor is of far greater importance 
than the possible liability to super 
profits tax which is expected to 
ailed only a few companies in a 
big way; it is also a factor which 
is beyond Covernment control. 
Besides, cost inflation is eating into 
profits and many new projects have 
run into difficulties, some manage¬ 
rial. These problems can hardly be 
remedied by institutional support 
to the market. 

There are also limitations to in¬ 
stitutional support. Bunks can 
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raise their advances against shanes 
if the Reserve Bank withdraws, its 
order which places a ceiling on 
such advances, but banks themselves 
are not that Rush with funds. LI C 
purchases, as in 1957 and 1958, 
can only reduce the load Off float¬ 
ing stock; they cannot revitalise 
the market. And 1 F (- and ICICI 
can help only marginally, for they 
are interested primarily in loans, 
not in shares; at best they can 
speed up disbursement of foreign 
exchange and extend their under¬ 
writing. So, where do we go from 
here? 

Obviously, one cannot get back 
to the boom of 1960-62. There 
was, a? has often been pointed out, 
little justification for the official 
pre-occupation and concern with 
the boom then; correspondingly, 
one need not be too pessimistic 
about the present situation. The 
basic remedy, as before, lies else¬ 
where. not in the market. Mercurial 
changes of market sentiment apart, 
the market can improve only when 
the over-all economic situation 
clears up. 


Evaluations and Work-outs 


Romesh Thapar 

rial behaviour patterns adopted by 
the leading statesmen of the opposed 
powei blovs. But. for the first time, 
the evidence is contrary in a solid 

sense. 

Chinese letter 

Officials at the Ministry of Exter¬ 
nal affairs are poring over the tur¬ 
gid prose of the letter of the Central 
Committee of the Communist Party 
of China to the Central Committee 
of the Communist Parly of the 
Soviet Union dated June 14. For 
the first time, the differences are 
frankly stated and it is clear that 
there can be no reconciliation; in¬ 
deed, a cal! for struggle against the 
present Soviet leadership is implied. 
Interest in the letter bus increased 
following the Chinese demonstra¬ 
tions at the Women’s Congress in 
Moscow and the expulsion of cer¬ 
tain Chinese diplomats and citizens 
from the' Soviet Union. The convic¬ 
tion: grows that India’s job of iso¬ 
lating cite .OtUK*e. is going to be¬ 
come easier. 


However, this assessment should 
not create the impression that the 
Chinese have been defeated ideo¬ 
logically within the communist 
world and among communist and 
pro-communist parties. Indeed, it, 
would not be an exaggeration to 
say that, despite the demonstra¬ 
tions of ideological unity by a 
majority of communist parties be¬ 
hind the Khrushchov line, not a 
single communist party is without, 
its active and vocal Maoist group. 
To dismiss these elements as the 
agents of Peking would be tanta¬ 
mount to surrendering the initia¬ 
tive in the fighi against communist 
dogmas, for Peking is moving skil 
fully and will not be defeated by 
generalised denunciations. 

India’s policy-makers have to 
take serious note of these debates 
which affect the balance of power 
upon which we plan to preserve 
our national interests. The old 
idea that the only persons involved 
in these tilings are the local com- 
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muniats will have to be abandored 
if we are to manoeuvre effectively 
in a debate whose repercussions 
will be felt throughout the world, 
and particularly among the ‘op 
pressed peoples and nations of the 
world’ in Asia and Africa. It is 
their support that Communist 
China seeks, the support of the 
Black, the Brown and the Yellow 
against the White communists. Yes, 
it would he idle to ignore the fact 
that the Maoists intend to assett 
their leading role in the communist 
movement by adopting racial and 
colour divisions which happen to 
coincide broadly with the econo¬ 
mic divisions of our world. 

The ‘theoretical’ trappings with 
which Communist China adorns 
her nationalistic, big-power postures 
can confuse opinion in the under¬ 
developed world unless a conscious 
effort is made to expose these 
sophisticated strategems of the 
Maoists. India, placed as she is 
geographically, politically and 
economically, must he in the fore¬ 
front of this ideological battle. 
This is the truth that our policy¬ 
makers. and particularly the leaders 
of our political parties, will have 
to face in the coining months. 

Unprepared Politician* 

That we are nowhere near pre¬ 
pared to play this role can he seen 
from the stale of the organisation 
most equipped for the confronta¬ 
tion — the Communist Party of 
India. It continues to divide, 
dullard-like. on the basis of 
Khrushchovist and Maoist positions 
with an occasional Togliattism 
thrown in. No voice rises to assert, 
the interests of India in a fast-chang¬ 
ing international situation. If the 
communists are incapable of per¬ 
ceiving the trends which are dis¬ 
cussed in a jargon with which they 
aie familiar, then who can blame 
the politicians and bureaucrats for 
their aimless meanderings. They 
only note the noises of the daily 
newspapers, absorb an occasional 
copy of a cheap ‘digest’ or ‘com¬ 
pilation’ or relax with ‘Profumoised 
pulp’! 

A dispassionate, thoroughly re¬ 
searched and balanced work-out of 
our national interests and how 
these are to be preserved or de¬ 
fended in the world community is 
long overdue. This is not a plea 
for unthinking chauvinism but for 


hard-headed assessments. Only then 
can we hope to build the super¬ 
structure. Every nation, particularly 
those who lead events, performs in 
this fashion. When will we imbibe 
this basic lession ? It is a question 
which is being widely usked in the 
Capital, a question which cuts 
across party lines and labels. And 
it is an encouraging sign. 

Inlemal Challenges 

Naturally, national interests are 
not confined to foreign policy alone. 
They are rooted in the internal 
challenges too. But, surveying the 
controversy on planning which is 
again being joined, it looks very 
much as if few of the protagonists 
on either side have bothered to 
apply their minds to locating the 
national interests. One such know¬ 
ledgeable observer summed up the 
crisis when he suggested thr other 
day that perhaps it would he a heal¬ 
thy development if political parties 
dissolved and reformed on the basis 
of support to varying rates of eco¬ 
nomic growth! What a lovely 
thought, to cut out a lot of the 
mumbo-jumbo which parades as 
political ideology and reduce pro¬ 
grammes to rational, comprehensi¬ 
ble — and revealing — dimensions. 

As in foreign policy, so too in 
economic affairs, we are devotees 
of the pragmatic approach or. 
what the bureaucrats call in their 
jargon, judging each plan and pro¬ 
ject on individual merits. Needless 
to say, this judging is done by non¬ 
technical men who do not possess 
the rudiments of an evaluation 
system - - something without which 
even the most primitive private 
entrepreneur would refuse to ope¬ 
rate. Our bureaucrats are diffe¬ 
rent. They rightly surmise that 
evaluation systems, punched card 
systems and computer systems will 
destroy their system of patronage 
and power. They, therefore, op¬ 
pose the introduction o£ these vital 
aids and take recourse to a pyra¬ 
mid-like structure of committees 
which blunt responsibility, cause 
incredible delays in decision-mak¬ 
ing and generally waste our limited 
resources. 

Unless this structure of com¬ 
mittees is broken, there seems no 
hope of a take-of in any direction. 
We shall remain paralysed. The 
only significant fact is that pres¬ 
sure is mounting from all our 


foreign friends, ‘capitalist'* and 
‘communist’, to do something 
drastic about the self-defeating ways 
of the Indian bureaucracy. But 
what? The system of patronage 
and power has taken deep roots, 
roots upon which so many feed and 
fatten. Perhaps, to start with, 
punched card and computer systems 
should be demonstrated in the 
Development Wing. The result 
would be startling, according to 
the experts, who claim that a hand¬ 
ful of men would soon be proces¬ 
sing rapidly and efficiently the 
Hood of applications for industrial 
licenses and such matters. This 
‘pilot project’ would soon sound 
the death knell of the vicious Com¬ 
mitter system and ‘free the files'. 

Fatalistic Attitudes 

But enough of this diversion. 
We were discussing the need for 
hard-headed foreign policy assess¬ 
ments, and these cannot be done 
by punched card and computer 
systems. Trained men will have 
to be found to apply their minds to 
fast-changing in the world today. 
This cadre is not easily mobilised. 
The vacancy caused by V K 
Krishna Menon’s exit from the 
G 0 1 is sought to be partially 
filled by Shrimati Vijayalakshmi’s 
appointment as leader of the 
Indian delegation to the United 
Nations. Apparently the Prime 
Minister is of the opinion that for 
the moment it would be best to 
let his sister do part-time work at 
the UN with her usual diplomatic 
charm. He forgets, however, that 
a very much more positive inter¬ 
vention is expected of India — and 
this, despite the loss of face follow¬ 
ing the Chinese invasion. 

Our close friends in the United 
Nations, together with the other 
non-aligned among the Asian and 
African States, expect us to move 
boldly to counter the mischievous 
campaigns launched by China to 
discredit us. If we are content in 
these troubled days to put on our 
best party manners and refuse to 
say or do anything which might 
offend, then we might as well stay 
at home. No one has any respect 
any more for the smooth and dull 
performance. Is the Prime Mini¬ 
ster unaware of these, moods or is 
he merely playing for time ? 

Move at any level in the Capital 
and you will come up against an 





v extraordinary feeling of despair 
'' #od demoralisation. No new 
(i- assessments, evaluations and work- 
J outs are being attempted. A 
' ! fatalistic attitude prevails, heigh* 

: toned foy the, ‘don’t-care’ manoeuv- 

f rings of the ruling elite. The 
Pfltnaik-Mahauh exchanges for 
example, are an extraordinary com¬ 
mentary on the extent of corruption 


in high places. As for Bird & Co, 
it has been resolved to keep the 
‘droppings’ hiden from the public 
view. The destruction of Malaviya, 
therefore, certainly looks as if it 
was deliberately organised and de¬ 
liberately played up. A little 
morp of the right kind of delibe¬ 
rate activity might do the country 
a great deal of good! 


T&E ECONOMIC WEBfL&Y 

Tail-Piece : The action against 
Bisd & Co, and the widespread raids 
on the private files of those con¬ 
nected with the Company, have per¬ 
suaded a large number of business 
houses to launch a ‘burning of the 
books' compaign. 

'Keep everything in your head’ 
is now the slogan. 


AXLE BOX HOUSING 

FOR 


INTEGRAL COACHES 



Roller Bearing Axle Box Housing manufactured 
by IISCO ensure smooth and safe running of 
rolling stock. 

Finished Weight • ■ ■ ISO lbs. 

Specification . .. IRS-M2-48 Grade I Class ‘C* 

Steel Castings up to 3 tons are produced to 
B S S. IRS or customer’s specification m rhe 
modern and mechanised steel foundry at the 
Kulti Works of the Company. 


<JISCO> 

THE INDIAN 
IRON & STEEL 
COMPANY LTD 

SALES DEPARTMENT 

12 Mnnon Row, Calcutta I 
Managing Agent s 

MARTIN BURN LTD. 

Martin Burn Home, Calcutta I 
Branches 

N»w Delhi Bombay Kanpur Patn* 

Afents m South /nd/a ; 

Th* South Indian Export Co Ltd.. 

Midraa I 

•cm 
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Take-Over Bid for Burmah Oil 


TLfONOPOLIES and mergers are 
once again in the news as a 
result of the £ 290 million bid made 
jointly by British Petroleum and 
Shell to take over Burmah Oil. The 
issues which were raised by the un¬ 
successful I CI — Courtauld deal, 
and which were never settled, are 
coming up once more. Public con¬ 
cern about the consequences of 
mammoth mergers has been growing 
and this latest bid, coming after 
Trinidad Oil, Ford and Courtaulds, 
shows that no firm is now large 
enough to be free from the threat 
of a take-over bid. 

In April this year, statistics were 
published in the official publica¬ 
tion, Economic Trends, to show that 
between 1954 and 1961, nearly 
£ 1,600 million had been spent to 
cover the cost of investment in sub¬ 
sidiaries. Spending by Britain’s 
quoted companies on mergers and 
take-over bids has been rising sharp¬ 
ly. Total annual expenditure on 
acquisitions, which soared to £307 
million four years ago, increased 
by a further 10 per cent both in 
1960 and in 1961. 

Will Reduce Government’s Holding 

A significant aspect of the bid 
for Burmah Oil is that if the. bid 
goes through, the Government's share 
in British Petroleum will fall from 
52 per cent to 48 per cent. Argu¬ 
ments are being advanced that this 
small fall is a mere token reduction, 
that it can be brushed aside since 
the lower figure will still give the 
Government the same degree of 
control of the company and that the 
figure of 50 per cent is merely of 
accounting significance. Again, 
much is being made of the fact that 
since Burmah’* main interests are 
outside the UK. the question of 
monopoly in the domestic market is 
not significant. 

It has been rumoured that the 
main reason for this bid is British 
Petroleum’s fear that the BP shares 
owned by Burmah Oil are vulnera¬ 
ble to a foreign take-over bid. 
Burmah’s holdings amount to 24-} 
per cent of the BP equity. It is 
.claimed that US financial and oil 
interests have had their eyes on 
Burmah and that one U S company 
nearly made a bid. City rumours 


indicate that the American compa¬ 
nies which might have been inte¬ 
rested in Burmah Oil include Stand¬ 
ard Oil of Indiana, which recently 
bought Vigaol Oil; Continental Oil 
which bought Jet, and Phillips 
which has fast-growing interests in 
Europe and the Commonwealth. It 
is further rumoured that the Trea¬ 
sury apparently gave no sign that 
it would withhold permission for 
such a bid if it came. This naturally 
raises the question of the Govern¬ 
ment’s attitude towards foreign bids 
for important companies. 

Taken by Surprise 

News of the bid threw the oil 
share market into a state of con¬ 
fusion after Stock Exchange hours, 
and the offer itself came as a sur¬ 
prise to the Directors of Burmah 
Oil, who only last Friday denied 
any knowledge of take-over bids. 
Talks between BP and Shell to bid 
for Burmah first started nine months 
ago in October-November, 1962. 
Early in 1963 BP and Shell asked 
Lazards to act as their financial 
consultants. In January. BP obtain¬ 
ed approval from the Treasury — 
as BP’s controlling shareholder, 
ft was not until Thursday of last 
week that the £290 million offer 
was taken to the Chairman of 
Burmah Oil. 

Burmah Oil was floated in 1886 
by the remarkable Glasgow mer¬ 
chant David Sime Cargill. The 
company is still dominated bv 
Scotsmen. In the early 1900s, 
Burmah Oil gave birth to British 
Petroleum. Burmah Oil owned 97 
per cent of Anglo Persian, the 
original British Petroleum, until 
Sir Winston Churchill’s celebrated 
business coup of 1914. The Gov¬ 
ernment then obtained half of 
British Petroleum’s capital. So now 
the wheel has come full circle with 
the offspring bidding for the parent 
firm. 

Capital Reconstruction 

The new proposal involves a 
capital reconstruction of Burmah 
Oil and the distribution of its hold¬ 
ings in BP and Shell Transport to 
Burmah Oil holders, and the acqui¬ 
sition by BP and Shell of the whole 
of Burmah Oil’s share capital as 


reconstructed. The proposed Burmah 
Oil capital reconstruction envisages 
the distribution to its shareholders 
of the £64 million Ordinary BP 
stock and 16 million Shell shares 
now held in the Burmah portfolio. 
From the point of view of Burmah 
Oil shareholders, the upshot of 
these proposals, if approved, is that 
each £100 of Burmah Ordinary 
Stock would be exchanged for £85 
of BP stock, 17 Shell shares and 
just under £46 in cash. In addition, 
there would be the right to any 
benefit that Burmah Oil may get 
for its war damage claim against 
the British Government. The essen¬ 
tial part of this offer is that British 
Petroleum and Shell are prepared 
to pay £90 million for Burmah’s 
assets other than its holding of 
their shares. Shell’s half of the 
£90 million consideration will be 
entirely in cash; BP will find its 
half share by the issue of nearly 
16 million new BP shares and the 
provision of £2,800,000 in cash. 

Burmah Oil’s Interests 

The chief reason for the joint 
offer by Shell and BP to acquire 
the Burmah Oil Company is that 
Burmah itself owns a quarter of 
the BP Ordinary share capital and 
also a substantial shareholding in 
Shell Transport and Trading. But 
since a company cannot in law 
buy its own shares, the existence of 
these holdings makes it impossible 
for Shell and BP to make a straight 
take-over bid for Burmah Oil. The 
proposals cannot, therefore, suc¬ 
ceed without the agreement of the 
Burmah Oil Directors; the capital 
of Burmah Oil will have to be re¬ 
constructed and, since Burmah Oil 
is technically a Scottish company, 
the approval of the Scottish Court 
will also have to he obtained, 
Burmah Oil is not in the front 
rank of oil companies. Its opera¬ 
tions are relatively small compared 
wtih the American, British, French 
and Italian giants. These opera¬ 
tions are scatteied throughout the 
world in India, Pakistan, the Gulf 
of Mexico, North America, Peru, 
the Republic of Ireland and to a 
small extent in the U K. Recently 
Burmah Oil acquired the Lobitos 
Oil Company, which in addition to 
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which is growing into a £55 million 
company owning a 720-mile oil 
pipeline across North East India. 
Again, the share of refining in 
Bombay and Pakistan is probably 
worth another £15 million. Great 
Plains, even taken at cost, adds 
another £5 million; £35 million 
must be added for the cost of 
Lobitos, and a. nominal value of 
£7 million for the Indian and 
Pakistan marketing companies. 
This nearly covers BP-Shell’s £90 
million offer, still leaving out of 
account the production interests in 
Pakistan, the US off-shore project, 
and the underlying value of the 
marketing companies. It is un¬ 
likely that the bid will go through 
in its present form, since if the 
Burmah Oil Company wants to 
fight, it certainly has the resources 
to do so. including trade invest¬ 
ments which provided £4.8 million 
last voar. 


fd) Australia: Exploration with 
Murphy and others. 

(el Canada: Exploration, partly 
in association with Murphy. 

(f) Peru: Production with Stand¬ 
ard Oil (New Jersey). 

(g) Ecuador: Production and 
refining. 

(hi V S A: Exploration with 
Murphy. 

Although compared to the other 
oil giants Biirmali'.s installations 
arc smull, they would fit neatly 
with the world-wide operations of 
both British Petroleum and Shell. 
The Royal Dutch Shell Croup have 
a very substantial stake in the 
Western Hemisphere, while BP has 
also heguti to expand there in the 
post-war years, particularly since 
the Persian interests were reduced 
after the Abadan crisis. The deal 
would also provide BP with more 
di\eisilication, It is understood 
that British Petroleum is particular- 
Iv interested in Burmah's Canadian 
exploration companies which they 
believe they can make better use 
of than Burmah. 

British Petroleum — Chief 
Beneficiary 

It looks as though the initiative 
in this deal may well have come 
from Ihitisdi Petroleum which 
stands to gam more than Shell, in 
that it gets rid of a holder of 24| 
per cent of its equity — and a 
holder vulnerable to a bid, pro¬ 
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Government of India 

4 Per Cent Loan 1969 — Issue Price Its 99.50 Per Its 100 
(Nominal) Repayable on 8th May 1969. 

414 Per Cent Loan 1973—Issue Price Rs 100.00 Per Rs 100 
(Nominal) Repayable on 22nd July 1973. 

Subscriptions to the above loans will be received simultaneously and will 
be limited to a total of Rs 225 crores (approximately). Subscriptions may be 
in the form of (i) cash/rhcque or (li) securities of 2* per cent Hyderabad Loan 
1953-63, 4- per cent State Development Loans 1963 of Hyderabad, Bihar, Bom¬ 
bay, Madhya Bharat, Madhya Pradesh, Mysore, Saurashlra. Travancore-Cochin 
and Uttar Pradesh, 4 per rent LoBn 1963 of Madras and West Bengal or Mysore 
Government 4 per rent Conversion Loan 1953 63. All loans other than 2i 
per cent Hyderabad Loan 1 953-63 will be accepted for conversion at par. 2} per 
tent Hyderabad Loan 1953-63 will, however, he accepted for conversion at 
Rs 85.00 per Rs 85.71 (O.S. Rs 100). 

Interest on the 2i per cent Hyderabad Loan 1953 63, 4 per cent. Hyderabad 
State Development Loan 1963 and Mysore Government 4 per cent Conversion 
Loan 1953 63 tendered for conversion will be paid at the respective rates upto 
21st July 1963. On ihe other loans offered for conversion, interest will be paid 
at the rate of 4 per cent per annum upto 14th July 1963 nnd for the period 
15th to 21st July 196.3, at the rate applicable to the new loan as applied for. 

Interest on the new Iqans, whirh will be subjert to lax under the Income- 
tax Act, 1961, will accrue from 22nd July 1963 Interest ( ,n 4 per cent Loan 
1969 will he paid on 6th November 1963 for the period 22nd July to 7th 
November 1963 and thereafter at half yearly intervals. Interest on 41 per cent 
Loan 197.3 will be paid half yearly on 22nd January and 22nd July. 

Subscription lists will qpen on 22nd July 1963 and close on 27th July 1963 
or earlier without notice- 

Applications for the loans will be received at - 

(a) Offices of the Reserve Bank of India at Bangalore, Bombay, Cal¬ 
cutta, Madras, Nagpur and New Delhi - 

(b) Branches of the subsidiary banks of the State Bank of India con¬ 
ducting Government treasury work, and 

(c) Brant hes of the State Bank of India at other places in India. 

For full particulars apply tq any of these offices or branches. 
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it* traditional interests in Peru, 
also own# large conceegions in the 
Canadian Arctic. Lobitos distri¬ 
bute# oil products in Ireland arid 
control# the Manchester oil refinery. 

The main interests of Burmah 
Oil are summarised below. It will 
be recalled that the company s 
association with Burma itself was 
brought to an end last year: 

(a) V K and Eire: Two refine¬ 
ries (250,000 tons and 
155,000 tons); oil product 
marketing facilities, mainly 
in the industrial lubricating 
and speciality fields; mecha¬ 
nical seals manufacturing. 

(b) India: Refining and pro¬ 

duction, partly with Govern¬ 
ment; refining and market¬ 
ing in association with Shell. 

(c) Pakistan: Refining, and oil 
and natural gas production 
with Government; marketing 
in association with shell. 


bably from America — and re¬ 
places it with a large number of 
small holders. Because of the new 
BP shares to be issued. Govern¬ 
ment holdings will fall from 52 
per cent to 48 per cent and BP will, 
therefore, no longer technically he 
Government-controlled. This means 
that it will he free to operate in 
some countries, particularly in 
South America, which were pre¬ 
viously closed lo it because of 
Government ownership of a majo¬ 
rity of the shares. On the operat¬ 
ing side, both Shell and BP will 
pet assets almost entirely in mar¬ 
keting and refining. 

The Board of Burmah Oil has 
advised holders to sit tight until 
their decision is announced on 
July 4. On an analysis it does not 
appear that the £90 million cash 
offer represents an attractive price. 
Burmali Oil's trading assets include 
n 50 per cent holding in Oil India 
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/< Calcutta Diary 

Howrah : “Better and Better” 


JT is not true that nobody goes to 
Howrah except to catch a train. 
The whole world goes there to 
catch cholera, according to India’s 
Health Minister who once said that 
a quarter square mile in Howrah 
bred all the cholera germs. (Do 
not ask me what she has done 
about it.) But one does not begin 
to understand Calcutta without 
having a close look at Howrah 
across the Hooghly, even as much 
of the famous American way of life 
is incomprehensible without some, 
knowledge of Chicago. Bearing in 
mind the difference in scale, How¬ 
rah does remind one more of 
Chicago than of any other place in 
the world; and the phenomenon is 
of tremendous relevance to Cal¬ 
cutta. Whether or not Bengal once 
thought today what India thought 
tomorrow, Howrah today provides a 
horrifying glimpse of what Calcutta 
may be tomorrow. 

In 1923, when the work of Re¬ 
presentative Andrew J Volstead of 
Minnesota was in its full glory 
iti the l 1 S A, some Chicagoans 
adapted the Coue formula and 
chanted: “Day by day in every way 
Chicago is getting better and 
better”. If the Howrah municipa¬ 
lity had a particle of American 
enterprise, such would have been 
its claim. And there is no piohi- 
bition in Howrah; only a dry day 
in the week. Thursday, which 
James Joyce used to call, with pro¬ 
phetic prescience, Thirstday. Yes, 
illicit distillation is Howrah’s main 
industry. Its crime rate is among 
the highest in India, ft is ugly, 
incredibly congested. An excise 
inspector was rubbed out here some 
years ago. Rubber-out undetected. 
Here it is more profitable to pay 
the local protection racket than to 
inform the police. The pity is 
that it was not ever so. 

Priced Out 

Part of the situation was inhe¬ 
rent in India’s haphazard industrial 
development of which Howrah, 
with its many natural advantages, 
had more than its share. Factories 
grew like mushrooms. Labour came 
mainly from the neighbouring 
States: men without women, so the 


women came. Speakeasies flourished 
because the excise duty was high. 
But proximity to Jamshedpur and 
Burnpur made it possible for How¬ 
rah to get steel cheap; and on 
either side of the Grand Trunk 
Road sprang up India’s largest 
conglomeration of auxiliary indus¬ 
tries. So it was until the Govern¬ 
ment of India decided that the 
price advantage was unfair to the 
rest of the country. Few of those 
400 units now function and the 
thousands they employed had to 
find some alternative occupation. 
Some years ago there was a survey 
of Howrah’s industrial growth; it 
showed how this smalt town was 
contributing in a big way to larger 
industries for whom it was uneco¬ 
nomic to produce under their own 
roofs every single component. 

The New Class 

Whether New Delhi’s regional 
justice has enriched the country as 
n whole or not, it has in recent 
years completely transformed How¬ 
rah. An astonishingly large num¬ 
ber of people have no ostensible 
means of living. The proportion of 
non-Bengali labour has always 
been high in Bengal; but here in 
Howrah many Bengalis had pri¬ 
mary skills; and, with cheaper steel, 
they were doing well. Deprived of 
the advantage, fair or otherwise, 
many drifted into all manner of 
racketeering. And rackets, as we 
all know, have a habit of growing 
into an organised industry. In 
Howrah they are organised, integ¬ 
rated and coordinated as almost 
nothing else in Bengal today. Gang 
warfares are rarely reported; they 
happen just the same and often. 
People engage in affairs one would 
have considered, even a decade or 
so ago, as thoroughly un-Bengali 
activity. 

What has emerged in Howrah is 
a new class, which may be called 
a criminal proletariat. It is free 
from all the virtues, and vices, 
traditionally associated with the 
Bengali middle class, the arche¬ 
typal bhadralog chewing his pan 
and working, none too fast, as a 
clerk in a British managing agency 
house. The “image” is, so far as 


Howrah is concerned, thoroughly 
out of date. The dominant section 
of its population is no longer 
middle-class, although its origin 
is unmistakably middle-class. To 
put it differently, the Bengali mid¬ 
dle class in Howrah now lives 
way of life which is neither Bengali 
nor middle-class. The brakes are 
off; all inhibitions gone. Nothin 
ifl too low. You will find a How¬ 
rah youth, literate still, pimpin 
not far from the huge railway sta¬ 
tion. During the day he sands 
hooch in such unlikely containers 
as cycle tubes to the innumerable 
bustees in Calcutta. As often as 
not he will “fix” somebody at a 
price. Enterprise is not what he 
lacks. 

Perhaps all this has something tc 
do with his initial un-Bengali acti 
vity : working with his hands. It 
changed his outlook. He became un¬ 
sentimental, rootless and ruthless, 
adventurous. Steel gone, he remain¬ 
ed steely: and he no longer makes 
knives but uses them. He no longer 
makes locks; he has turned a wagon- 
breaker, trained in a regular school 
of wagon-breaking. He used to make 
bells for the cycle industry; today 
he is better at stealing cycles. It 
is perhaps unfair and incorrect tc 
attribute all this depravity to the 
equalisation of steel prices; but that 
may well have been the beginning. 

Out of Control 

Where Howrah, fast getting beyond 
control, is significant is that it shows 
the direction in which an initially 
decent society will move when it is 
deprived of its economic opportuni¬ 
ties. It is just not true that there are 
certain things Bengalis will never 
do. what with their culture and all 
that. During the Bengal famine of 
1943 Bengalis showed how indiffer¬ 
ent they could be to deaths at their 
doorstep. In the Great Calcutta Kill¬ 
ing they showed they could, at a 
pinch, be every bit as beastly as the 
Punjabis they have nothing but con¬ 
tempt for. fn Howrah they are de¬ 
monstrating every day they are just 
as good as anyone else in criminal 
pursuits. To dismiss all these ins¬ 
tances as temporary aberrations is 
purely illusory. 
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Yet it All seemi out of tune with 
the familiar norms of Bengali 
thought and behaviour. Howrah, 
one still likes to think, is untypical 
and unrepresentative of West Ben¬ 
gal. In fact all Bengal seems un¬ 
representative of Bengal. One is not 
trying to be clever in inventing such 
paradoxical statements. Even the 
virtually total elimination of the 
Bengali from Bengal’s economic life 
is un-Bengali. Dwarkanath Tagore 
was one of India’s first industria- 


Leuer from South 
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lists. One of his sons loiit all in 
shifting. One district in Bengal, 
now in East Pakistan, produced more 
banks and hankers than any other 
in India. It is not true that the 
founders of the Bengali renaissance 
never thought of giving it an econo¬ 
mic base. What went wrong ? When? 
Why ? How ? Somebody should study 
Howrah; and it does not necessarily 
have to be the Ford Foundation. 

— Flibbertigibbet 


Sanjeeva Reddy Triumphs 


'J’HE tour of Congress President 
Sanjeevaiah and his new ally, 
Raghuramaiah, through the Telan- 
gana area of Andhra had led many 
to surmise that the days of the 
Andhra Chief Minister were num¬ 
bered. Many political commenta- 
tators were rather surprised that 
Sanjeeva Reddy was keeping so 
quiet in the face of all this hectic 
campaigning by his rivals. 

His rivals’ claim had always 
been that while the Chief Minister 
had a secure grip over his legisla¬ 
ture party, matters would he quite 
different should he attempt a trial 
of strength in the Andhra Pradesh 
Congress Committee. On June 22 
this is exactly what Sanjeeva 
Reddy did. And he triumphed — 
by a margin which surprised even 
the most sanguine of his supporters. 
A resolution praising his Ministry 
for its work generally and speci¬ 
fically for its decisions on highly 
controversial issues was passed by 
203 votes to 36. His candidate Kota 
Punnaiah, who being a MP had 
been compelled to resign from the 
post of general secretary of the 
APCC by Sanjeevaiah, was elected 
to the executive committee by 203 
votes to 73. 

Sweeping Support 
To grasp fully the. nature and 
extent of Sanjeeva Reddy’s victory, 
it is necessary to quote some ex¬ 
tracts from the resolution which 
was passed- It notes “with appre¬ 
ciation the constructive manner in 
which the Government have been 
functioning since the General Elec¬ 
tions in solving the problems facing 
the State, such as the river water 
dispute, the Upper Sileru Hydro 


Electric Project, etc, and in im¬ 
proving the efficiency and morale 
of the administration, bringing 
political and financial stability to 
the State”. It sharply assails the 
criticism of “some party members— 
some of them highly placed” and 
considers their conduct as “most 
objectionable” and draws the atten¬ 
tion of the working committee to 
this matter. 

Nehru Did Not Oblige Sanjeevaiah 

Thus the humiliation of Sanjee¬ 
vaiah and his group is complete and 
no amount of walk-outs and air- 
daslies to New Delhi will be of any 
avail. Above all, the image of a 
seething mass revolt among Con¬ 
gressmen against the present ad¬ 
ministration has been destroyed. 
Unless Sanjeeva Reddy commits 
some exceptional follv. it will be 
quite some time before he is 
challenged again. 

What are the factors responsible 
for this triumph? 

Sanjeeva Reddy was able to 
live down the rumour that New 
Delhi, and especially the Prime 
Minister, frowned upon him. He 
had talked rather irresponsibly 
about the need to liberate Tibet, 
which statement the Prime Minister 
publicly called nonsense; be had 
also been rather tactless about the 
lack of frankness in the higher 
echelons of the Congress partv in 
New Delhi. But these outbursts 
did not really matter. He bad verv 
vigorously defended non-alignment 
in the legislature at a time when 
powerful voices had been raised 
aeainst it. And during the collec¬ 
tions for the National Defence 
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Fund he had laahed at th< 

miserliness of the wealthy and con¬ 
trasted it to the way in which th* 
less affluent section had responded- 
As a result, Pandit Nehru mus 
have seen in him the very emlbodi- 
roent of the mixed India ahou 
which he spoke in his last preai 
conference. Sanjeeva Reddy is. 
mixed and a mixed-up personality 
typifying the general run of Con¬ 
gressmen. Both opportunity and 
danger He in this mixture. The 
average Congressman might go 
either Left or Right, depending on 
the mass mood and the directives 
of a powerful leadership. Pandit 
Nehru can swing the Congress 
further left, provided the left out¬ 
side the Congress is simultaneously 
powerful and friendly. 

Some indications of Nehru's re* 
fusal to commit himself to the anti- 
Sanjeeva Reddy group percolated 
through to Andhra. It was finally 
confirmed by the letter from Pahal- 
gam, written before the crucial 
vote. Nevertheless, the supporters 
of the Chief Minister felt it neces¬ 
sary to eome out with an open and 
unequivocal statement in favour, of 
the Prime Minister and his policies. 
The resolution passed at the APCC 
meeting also exhorts the people of 
Andhra “to continue to stand firm¬ 
ly by the policies — national and 
international — so well laid down 
by the Congress and so often 
emphasised by our beloved leader, 
Pandit Jawaharlal Nehru”. With 
this as the opening salvo, the op¬ 
position to the resolution looked 
very silly inded. 

Cade Appeal Boomerang# 

What further weakened the op¬ 
position group was that it had 
absolutely no alternative platform 
or policy to place before the rank 
and file of the party. It bad cam¬ 
paigned against what it called the 
Rrddv stranglehold and appealed 
to the Harijans and Khammas, 
forgetting that neither of these two 
castes are now the most active in 
the Concress here. By raising the 
anti-Reddv slogan, it not only 
roused the Reddys into action - 
and the Reddys are still the most 
powerful group in Andhra but 
, also brought upon itself the odium 
of drogpirtc caste into politics. The 
Chief Minister’s group quickly 
rallied its Harijans and Khammas 
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fKota f’urnaiah is no true-blue 

Reddy). 

Sanjeevaiah tried to inject some 
‘‘progressionist!!" into the contro¬ 
versy by declaring that the real 
enemy of the Cnngirss was not the 
Left hut the Right. Hut the Chief 
Minister never respondsd to this by 
playing up the Communist “dan¬ 
ger”. He remained perfectly 
neutral on the issue and lamented 
in the Assembly' that Stmdarayya 
was in jail, thus taking the wind 
out of the sails of the Communist 
benches. It wn« actually the Chief 
spokesman of the Sanjeeyainh group 
who raised the Communist bogey. 
Alluri Salyanar.ixnna Haju criticis¬ 
ed the resolution “for making no 
mention of the recent speech of 
the Communist Party Chairman. 

S A Da nge, in Hyderabad, calling 
Upon the working classes not to 
contribute to the National Defence 
Fund. Thr Communis! Party was 
the main enemy of the Congress 
and, therefore, they could not but 
take note of the speeches and 
actions of the Communists. How¬ 
ever. the I'CC meets and gi\es no 
thought to it", 

A Vole Again*! Change 
This did not nil any ice and 
syvung not a single vote. There is 
quite a good chunk of Congress¬ 
men who won hi welcome it if the 
Communist petition campaign against 
the new taxes met with partial 
success. This would help it to con¬ 
vince the High Command of the 
need to make some relaxations to 
preserve mass backing for the 
Congress, alm\<> all, in the rural 
areas. Narnia's recent note has 
quite a few supporters here. 

it would be quite wrong how¬ 
ever, to depict the Chief Minister's 
triumph as a x ictory for the Con¬ 
gress left in as giving any mandate 
to push ahead with radical policies. 
Nothing of the kind. ft indirates 
that the \liilu quo is powerfully 
entrenched in the State and even a 
i hunge of the inliiig faction is not 
to he i innitvii.iiu ed foi quite some 
tiiiu . 

The vietoiy will increase Sanjeeva 
Heddv s sell-coiilideiu e and it is his 
arrogance that is his worst enemy. 

I he wide margin of vi< torv could 
add to his pride and. thus, lose |,; m 
supporters Another liability |„ s 
sweeping mu ress imposes on him is 
that foi am failure to push Andhra 
forward h< cannot blame instability*. 
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Book Review 

Prospero and Caliban 

The Middle Passage by V S Naipaul, Andre Deutsh, London, 1962, pp 232, 


JT was indeed a happy thought on 
the part o! Dr Eric Williams, 
Prime Minister of Trinidad and To¬ 
bago, to suggest to V S Naipaul, the 
distinguished West Indian novelist, 
that he “should write a non-fiction 
book about the West Indies”, the 
publication of which would be sup¬ 
ported by the Trinidad Government. 
It was a fine gesture to a son of the 
soil following a generous scholar¬ 
ship which enabled Naipaul to revi¬ 
sit the country of his birth and the 
locale of his novels. It was a wel¬ 
come throwback to what is now, 
alas, an almost extinct tradition — 
of making it possible for men of 
letters to voyage leisurely, to look, 
absorb and pen their musings. One 
is reminded of the type of endow¬ 
ment that took Lowes Dickinson on 
his travels to the Orient. Yet, “it is 
in no way, however, an ‘official’ 
book. It is not political, it sells 
nothing; its opinions and attitudes 
are only those of the writer”. But 
what more could one ask of so dis¬ 
cerning an observer of the West 
Indian scene and an accomplished 
artist in words ? The result is a 
sheer delight which puts it in the 
same genre as Graham Greene’s 
‘Journey without Maps’, Isherwood’s 
‘Condor and the Cows’ or Lawrence 
Durrell’s ‘Bitter Lemons’. Perhaps 
there is something in a talented 
novelist which gives him advantages 
as a travel writer. 

Here, then, are Naipaul’s impres¬ 
sions of five societies in the West 
Indies and South America — Bri¬ 
tish (Trinidad, Jamaica, British 
Guiana), Dutch (Surinam), French 
(Martinique) —which between them 
are variations on the. Prospero and 
Caliban theme as it were. Basically, 
this is a poignant tragedy of geogra¬ 
phical expressions, without an iden¬ 
tity or soul, of the pettinesses, 
frustrations, bafflements and restless¬ 
ness of inbred nondescript societies 
hag-ridden by the not-quite-dead 
incubus of a historic past of slavery, 
indentured labour and the latifundia 
and commerce of metropolitan plan¬ 
ters and bucaneers. It resolves round 
the lack of history, tradition and 


creativity of any sort and the ob¬ 
session with colour and race. “The 
history ol the islands can never he 
satislactonly told. Brutality is not 
the only difficulty. History is built 
around achievement and creation; 
and nothing was created in tne 
West Indies”. It is a recurring 
theme which is elaborated in vary¬ 
ing degress throughout the booK. 
Naipaul is at his best when diagno¬ 
sing his native Trinidad which he 
left at the age of eighteen. “1 had 
never wanted to stay in Trinidad 
... I had never examined this fear 
of Trinidad, 1 had never wished to 
. . . and it is only now that 1 am 
able to attempt to examine it. 1 
knew Trinidad to be unimportant, 
uncreative, cynical... we lived in a 
society which denied itself heroes . . 
It was also a place where a recurr¬ 
ing word of abuse was ‘conceited’, 
an expression of the resentment felt 
of anyone who posssessed unusual 
skills. Such skills were not required 
by a society which produced nothing, 
never had to prove its worth, and 
was never called upon to be efficient”. 
Admittedly steel bands and calypsos 
do not add up to an indigenous cul¬ 
ture and the author’s delicacy pre¬ 
cludes even a passing reference on 
the vigorous Caribbean group of 
novelist. 

Racism, but No Nationalism 
One of the many puzzlements of 
the West Indies, at least to an out¬ 
sider, is the virtual absence of any¬ 
thing like nationalism. “There was 
no profound anti-imperialist feeling; 
indeed it was only our Britishness, 
our belonging to the British Empire 
which gave us any identity”. There 
is, too, nothing like revivalism for 
there is no past to turn to. The only 
exception is the bizarre Ras Tafari 
movement of the Jamaican negro 
with its messianic overtones and its 
worship of Ras Tafari, the Emperor 
Haile Selassie of Ethiopia, and ad¬ 
vocacy of a return of the black man 
in the Indies to his African home¬ 
land ! It is an extraordinary mani¬ 
festation of black racism. “God is, 
after all, black; and the black race 
is his chosen race, the true Israeli¬ 


tes; the Jews have been punished by 

God iior their imposture". 

Naipul is superb while analysing 
the complexities of race and coiour. 
Racial prejudice is no monopoly of 
the white, not even of the poor white, 
of which the most pathetic specimens 
are the Saintois of the Isle of 
Saints, who originally hailed from 
Brittany in France. The brown, the 
black, the white, the yellow and the 
mixed are all tarred with the same 
brush. It all boils down to who is 
‘in’ and who is ‘out’, the great di¬ 
vide between ‘we’ and ‘them’. The 
rest is merely a matter of fitting the 
despised group in the appropriate 
mental pigeon-hole. Thus in Jamaica 
today, “race - - in the sense of black 
against brown, yellow and white in 
that order — is the most important 
issue. The hypocrisy which permit¬ 
ted the middle class brown Jamaican 
to speak of racial harmony while 
carefully maintaining the shade 
distinctions that preserved his pri¬ 
vilege is at last provoking anger 
and creating a thoroughly nega¬ 
tive black racism which could 
conceivably turn the island into 
another Haiti”. The folks who are 
so offended by English attitudes 
towards coloured immigrants are 
gently reminded that “the altitudes 
to immigrants are the same the 
world over --- the stories about 
West Indians in England (‘twenty 
four to a room’) are exactly mat¬ 
ched by the stories about Grenadi¬ 
ans and others in Trinidad”. The 
West Indies is the perfect laboratory 
for the student of race and cultural 
relations in a plural society — the 
clash of black, brown, white, yel¬ 
low, mulatto, with numerous creeds, 
from Hinduism and Islam to all 
brands of Christianity including the 
inevitable Jehovah’s Witnesses and 
Gideons battling for their yet un¬ 
discovered souls. Afro-Asians in 
their more self-righteous moments 
should read, mark and digest Nai- 
paul’s passages on this common 
burden of the human species. Was 
it not Toynbee who. on being heckl¬ 
ed over ‘‘apartheid’’ by an under¬ 
graduate audience in India, re- 
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marked that it was no more than 
X the Dutch for caste? 

But Naipaul is no tedious mnra- 
User and nor does he belong t ( , the 
international stagr-annv of the do- 
gooders, He is essentially the 
civilised traveller, a literary artist 
Sensitive to every delieale nuance 
of thought, feeling arid rvjx-r ience, 
yet human enough to love the cre¬ 
ature comforts whether in the bar 
of the crowded immigrant boat in 
which he set out lor the Indies or 
when he looks longingly at the 
celtophaned snacks of his American 
travelling companion in British 
Guiana. He has an uncanny inst¬ 
inct for counter-pointing. 

Memorable Vignettes 
The book abounds in superb vig¬ 
nettes of men, matters and places. 
There is the Negro with the ruined 
face on board the ship and the 
usual motley collection of immi¬ 
grants; the lagans arc there with 
all their faith and works and so is 
Burnham (‘the finest public speaker 
1 have heard’). We are taken into 
the wilds of Guiana, the gaiish 
neon-lit streets of Trinidad, the 

f irimness ol Dutch Surinam, into 
eudal Francophilic Martinique with 
its miserable remnant of an almost 
forgotten East Indian community 
still speaking a variety of corrupt 
Tamil. The finale is at a Sybaritic 
establishment in tourist-ridden Ja¬ 
maica (a thousand pounds for two 
a month, caviare at breakfast and 
champagne every hour) but not 
before savouring the graciousness of 
its middle-class world and a fleet¬ 
ing but vivid glimpse of the doll 
house slums of Kingston, 

^ et the hook has an overhanging 
sadness. “For seven months I had 
been travelling through territories 
which, unimportant exerpt to them¬ 
selves and laced with every sort 
of problem, weir exhausting their 
energies in petty power squabbles 
....the process of forgetting has be¬ 
gun. And the West Indies. ]ite-or- 
cupied with its internal squabbles, 
hardly knows ,f. Theie i> plenty 
of food here for social scientists, 
even the slide rule and computer 
fiends, and for the planner-, and 
developers who will doubtless des¬ 
cend on the decoloiused soi idies. 
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Sydenham College 
Golden Jubilee 

The Sydenham College of Com¬ 
merce and Economics will celebrate 
its Golden Jubilee on October 2. 
J963. 

Founded on October, 22, 1913, 
the Sydenham College has been the 
pioneer of commercial education 
at the University level in this coun¬ 
try and its part students have dis¬ 
tinguished themselves in business 
and industry. 



On this occasion, it is proposed 
to create a Golden Jubilee Fund to 
strengthen the Sydenham College 
Library, develop the Research Centre 
it has got into a Bureau of Com- 
merrial and Economic Intelligence 
for undertaking surveys and research 
programmes, establish a chair for 
the subject of business management 
and to set up a well equipped and 
up-to-date statistical laboratory for 
training in applied statistics. 
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Regional Over- Supply of Labour and 
the ‘Protectionist’ Argument 


Amitava Sen 

A common feature of the process of economic development of all industrialised countries is the con- 
castration of economic growth at certain starting points, where resources, both material and human, arts 
increasingly poured in from the lagged regions. This in spite of deliberate attempts by the planners to achi¬ 
eve decentralisation through regional distribution of public investment. 

A O Hirschman has drawn particular attention to the impact of this process on the lagged regions 
in his book, “The Strategy of Economic DevelopmentIn his view, the trickling down of economic 
progress of the growing points in the form of a growing market and increasingly favourable terms of trade 
for the lagged region will ultimately over-compensate trie denuding of these regions of the key technicians 
and enterprising business talents and similar other polarization effects. 

In this paper I propose to establish that: 

(i) The importation from the lagged regions even in the form of unskilled labour might impose 
some sacrifice on them in an underdeveloped economy tike India. 

(ii) Such sacrifice brings no corresponding benefit to the growing points to which such labour is ex¬ 
ported, if they are already burdened with an unnecessarily high overhead cost of labour. 

(Hi) The measures commonly suggested to correct this anomaly of/ 'importation of labour in an over- 
congested region are either inadequate, being based on a wrong diagnosis of the case, or they altogether 
neglect the long-run considerations. 


JNDJA, the lagged regions in par¬ 
ticular, is faced with the prob¬ 
lem of bringing up too many chil¬ 
dren, many of whom do not survive 
to take their place in the labour 
force. By exporting labourers to 
the growing points, the exporting 
regions are deprived of enjoying 
the fruits of the productive efforts 
of a part of the population, while 
bearing the burden of Tearing these 
persons till they attain the working 
age. But the emigration of labour 
implies that there is no comparable 
opportunity for profitable employ¬ 
ment of this surplus labour within 
the region. Insofar as such emig¬ 
ration resolves these 'regions of the 
pressure on land and other natural 
resources, this must be counted 
among the ‘trickling down’ effects. 

But a significant part of the 
earnings of the labourers employed 
abroad is transmitted to their sour¬ 
ces of origin. At first sight, this 
appears like a drain on the resour¬ 
ces of the growing points. But 
what the labourers transfer is us¬ 
ually money income, or only a 
command over goods and services 
•while their productive efforts aug¬ 
ment the real supply of goods and 
services elsewhere. On the basis of 
the National Sample Survey data, 
it has been found that the range 
of rural consumption contains a 
surprisingly high content of locally 


produced goods and only a small 
proportion of rural expenditure 
crosses the urban-rural borders. 
(W Malenbaum, “Prospects for 
Indian Development”, p 184). If 
the production of these locally 
produced goods is limited by only 
a lack of market then the trans¬ 
mission of money income to such 
regions would be definitely advan¬ 
tageous. But a High proportion 
of such demand is for agricultural 
commodities (specially higher-priced 
food categories). The supply of 
these goods being more or less in¬ 
elastic, their prices may be expected 
to rise and to that extent money 
income transferred to this region 
is neutralised by price rises. The 
strain on natural resources of this 
region is, therefore, not much re¬ 
lieved by the export of surplus 
labour. The price rise in this re¬ 
gion may be checked somewhat by 
the import of goods from a nearby 
(rural) region, in which case the 
inflow of purchasing power would 
be cancelled by a corresponding 
outflow from this region. 

Impact on Backward Region 

Cannot the extra purchasing 
power transmitted to this region be 
used for productive investment? 
Now, the productive resources of 
this region are not augmented 
automatically by the inflow of net 
purchasing power. If then a por¬ 


tion of this extra purchasing power 
is used for productive investment, 
the productive factors employed in 
such investment will have to be 
diverted from their previous use, 
presumably in the production of 
goods and services for current con¬ 
sumption. So far as we assume 
that the region has a surplus labour 
population, the price of labour may 
not rise, while the price of land, 
and other fixed natural resources 
will be raised by the bidding pro¬ 
cess. Moreover, a large part of 
the transferred money income is 
likely to be employed directly in 
the competitive bidding up of the 
price of land. As purchase of land 
involves only a transfer payment 
and is not a productive investment, 
it does not help to absorb a part 
of the surplus purchasing power, 
nor does it help to increase the pro¬ 
ductive capacity of this region, as 
woiild be the case if this surplus 
were invested productively. 

On the other hand, if a part of 
the surplus purchasing power be 
invested productively, an equal 
amount of forced saving would be 
generated in this region by the rise 
in price of goods for current con¬ 
sumption, which in turn would re¬ 
lease productive resources to be 
used in the productive investment. 
If this region imports goods and 
services or even productive resour- 
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ces from nearby lagged region, all 
these effects are transmitted to 
these regions. Besides, the oppor¬ 
tunity cost of exported labour is 
seldom likely to be near aero. There 
are reasons to believe that the la¬ 
bour that is siphoned oft is only 
seasonally surplus, i e, the labourers 
are required at the exporting 
points during the peak time of agri¬ 
cultural activity when they come 
back to these regions temporarily. 
This is pinpointed by the migratory 
character of industrial labour. The 
consequence is the neglect of agri¬ 
culture and perhaps less intensive 
farming than would have been 
possible if agriculture was accepted 
as a whole time occupation by these 
labourers. This also leads to absen¬ 
tee land-management, insofar as 
the exported labourers own agri¬ 
cultural land in these exporting 
regions. All these make the utili¬ 
sation of tlie surplus purchasing 
power in productive investment 
further difficult. Thus, though at 
first sight, the community of the 
exporting region seems to gain by 
escaping the cost of maintenance of 
u part of its surplus labour, it cre¬ 
ates a number of problems which 
make the economic development of 
this region more difficult. Lastly, 
we cannot ignore the social cost (in 
terms of the adverse effects on 
family and social life) of the two 
way mobility of these labourers. 

Use of Imported Labour 

Suppose the growing points, by 
pursuing a vigorous population 
control policy, can perfectly regu¬ 
late the supply of locally available 
labour. Then, on economic grounds, 
the substitution of local labour by 
imported labour would be doubly 
advantageous to the growing regions: 
by shifting the burden of rearing 
the labourers until they attain 
maturity and by partly mopping up 
the purchasing power generated in 
the production process through the 
transfer of rnonev income to dis¬ 
tant regions. Both have the ulti¬ 
mate effect of releasing productive 
resources for uses other than for 
meeting the current consumption 
needs of the labourers employed. 

For a more detailed analysis of 
the second point, however, we have 
to know the composition of increas¬ 
ed expenditure in this region, in 
terms of goods and services. It 
can be assumed, a priori , that a 
part of this increasd spending will 


be on agricultural commodities, 
necessitating their increased imports 
and involving perhaps a worsening 
of the terms of trade of this region. 
However, N S S data again show 
that urban consumption at high 
levels tends to be distributed on 
goods produced in the urban areas. 
If the increased demand is for com¬ 
modities the production of which 
is limited only by a lack of demand 
and not by inelastic supply of pro¬ 
ductive factors, then we can say 
that the growing points have gained 
by the substitution of local labour 
by imported labour. But where 
such excess productive capacity 
exists, the Government can realise 
such capacity by injecting more 
purchasing power into this region. 
It may be mentioned here that the 
more distant the areas to which a 
portion of the money income earn¬ 
ed in this region is transferred, the 
less is the likelihood that such 
jvotential purchasing power would 
spill over to its .source of origin in 
the form of demand for goods and 
services. 

Costs of Substitution 

Now, a minimum expenditure 
has to be incurred on the mainte¬ 
nance of the labourer’s health and 
working capacity and if this is not 
forthcoming the community suffers 
a deterioration in its working 
power. On the other hand, if the 
working capacity of the labourer is 
properly maintained, but the la¬ 
bourer is not employed productive¬ 
ly, then also the cost of mainten¬ 
ance is wasted. J M Clark in “The 
Fxonomics of Overhead Costs” 
shows that a part of this overhead 
cost of labour ultimately falls on 
the industry in the shape of reduc¬ 
ed productive power or damaged 
morale. But the way in which 
wage-contracts are generally made, 
the employers can escape a large 
part of such costs. But to the ex¬ 
tent the maintenance of the super¬ 
fluous population is an inescapable 
burden to be borne by a particular 
region, the employment of such 
labour may be socially desirable 
even at a higher cost (either be¬ 
cause of higher wage or low pro¬ 
ductivity in relation to imported 
labour). 

From the above it is seen that 
the community of the growing re¬ 
gion should discourage immigration 
of labour if it is already faced with 
an oversupply of local labour 


which can be employed even at 
some extra cost. There is an obvi¬ 
ous scope for this in state or public 
undertakings, where the profit con¬ 
sideration does not reign supreme. 
But it would not be realistic to 
assume that private employers 
could be persuaded to employ 
locally available labour on unfav¬ 
ourable terms. 

Conditions of Substitution 

Even if locally available labour 
is as efficient as imported labour 
and is willing to accept employ¬ 
ment at equal or even lower terms, 
non-economic considerations may 
prevent their employment in place 
of imported labour. 

But leaving aside non-economic 
factors, why should the industrial 
centres require labourers from 
abroad when they are already over- 
congested? There may be two ex¬ 
planations: 

(a) There may be shortage of 
the particular type of labour that 
is imported. 

(b) Imported labour may be 
cheaper than locally available la¬ 
bour. This, in turn, may be due to: 

(i) Unwillingness of local lab¬ 
ourers to accept the terms 
offered to imported labour. 
This is then not veTy diffe¬ 
rent from (a), if by short¬ 
age of labour we mean 
shortage of labour at given 
terms of employment. 

(ii) Lower efficiency of local 
labour in the jobs given to 
imported labour. Unlike the 
case (a), the sub-case (ii) 
affects the supply of em¬ 
ployment to local labour 
rather than the demund for 
employment by the local 
population. 

So long as we confine our analy¬ 
sis to purely unskilled labour the 
case (a), seems less likely to arise 
unless there be some institutional 
or psychological barriers against 
the local labourers accept¬ 
ing such employment. The best 
policy under such circumstances 
would be to create the proper at¬ 
mosphere so that local labourers 
accept the jobs the community can 

1075 




offer. Even in job* requiring no 
•kill, a labourer may attain com¬ 
paratively higher efficiency as he 
gets more, and more experienced in 
H- In all this, we have a perfect 
parallel of the ‘infant industry' 
argument. If we can protect the 
labour-market of growing points 
for a limited time period, local 
labourers would be employed and 
three efficiency is function of ex¬ 
perience, their efficiency would rise. 


Protection and Wages 


There is a snag in this argument 
if the employers in the growing 
points resent the reduction of ‘the 
area of control’ of management 
over the labour force. They may 
then resort to more labour-saving 
devices, repatriate their capital to 
other growing regions, and the 
entry of new managerial and capital 
resources may also he checked to 
some extent. 

These long-run considerations are 
t;iven added significance if protec¬ 
tion offered to the growing points 
leads to n rise in the price of labour. 
This may then offer prospects of 
employment for labour coming 
under the head 2(i) above. But 
unleis the rise in the wage level in 
these limited enclaves is followed 
by at least a compensating rise in 
labour-productivity, the magnetic 
force of other economic factors like 
nearer access to the sources of raw 
materials, cheap power, transport, 
etc, to attruct investment projects 
to these points would be weakened. 
Such uncompensated rise in the 
>ricc of labour would also eat into 
the surplus generated in these 
regions for reinvestment in new 
srojects or in the expansion of the 
existing projects. Besides, the 
fact that a major portion of capital 
and managerial resources employed 
in the growing points is imported 
from abroad gives them greater 
molality than would be the case 
otherwise. The trend towards 
automation may also be given an 
impetus by such a rise in wage- 
level. All these factors may help 
to maintain the industrial reserve 
army in these regions, though 
mostly on non-Marxian grounds. 

But closing the door to the entry 
of outside labour does not make 
the rise in the price of labour in¬ 
evitable. For example, the grow¬ 
ing point may suddenly face an 
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over-supply of locally available 
labour owing to extraneous factors 
(e g influx of refugees) or struc¬ 
tural changes in the economy (e g 
abolition of land-intermediaries). 
If before this sudden rise in labour 
supply, the region was facing an 
acute shortage of labour force, then 
the institutional arrangements for 
import of labour may be well esta¬ 
blished already. At this point, 
even if the import of fresh migrants 
is stopped, the percentage of out¬ 
siders in the labour population may 
be higher than their percentage in 
the total population. This anomaly 
cannot be corrected by stopping 
further immigration of labour. It 
would require a long process of 
adjustment, unless a policy of re¬ 
trenchment of outside labour is 
pursued. But that would be a too 
drastic step and would create n lot 
of difficulties. 

Wage* and Real Costs 

On the other hand, if the import 
of fresh migrants is not stopped and 
employers depend on their usual 
channels for the recruitment of 
labour, the problem of regional 
oversupply would be accentuated 
further. Perhaps, to explain why 
fresh migrants are recruited when 
the region suffers from an excess 
of labour supply we have to bring 
in non-economie considerations as 
well which we have neglected so far. 
But the explanation may lie partly 
in the suspicion (whether well- 
founded or not) in the minds of the 
employers that though the wage of 
local labour is the same, its Teal 
cost (in terms of output) is higher 
in relation to imported labour. 
Under such circumstances, of 
course, ‘protectionist’ arrangements 
may prove helpful at least for a 
limited period either by dispelling 
the unfounded doubts of the em¬ 
ployers or by giving the local 
labour an opportunity to gather ex¬ 
perience and thereby to increase 
their efficiency and improve their 
competitive strength in relation to 
outside labour. 

It thus appears that when a regi¬ 
on suffers from over-supply of 
labour, the proper way to solve the 
problem would be, first of all, to 
probe the factors underlying the 
situation. Under some circumstan¬ 
ces, the solution may require no 
more than to just wait for the 
natural forces to make the neces- 
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sary adjustments. Under other. I 

circumstances even attempts to* / 

wards protecting the regional 
labour market may be justified on / ■ 
social grounds. But in some cases * 

such a policy would create more j 

long-term problems than it would j 

solve. Besides ‘protectionist* ar- < 

rangements may not be practicable 
except in an indirect manner, 
such as, by 

(1) expanding the sphere of 

activities of the public sector and 
increasingly absorbing the local . 

labour population in public sector ' 

projects; 

(2) giving special concessions to , 

employers who are prepared to en¬ 
gage local labour even at a cost to 

them; such subsidies should he 
given only for a short-period; 

(3) evolving methods of re¬ 
cruitment of labour under which 
local labour gets a better chance of 
employment; 

(4) providing training facilities, 
etc, for improving the efficiency of 
the local labour. 

Lastly, measures may be taken 
to inciease the employment oppor¬ 
tunities in the lagged regions, for 
instance, by providing facilities for 
double-cropping, etc. 

In conclusion, it needs to be em¬ 
phasised that the social issues raised 
by regional over-supply of labour 
are too many to he covered within 
the narrow periphery of economic 
logic. But an economic exposition 
may help to clarify the issues in¬ 
volved and to reveal clearly the 
consequences of alternative courses 
of action. 
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Need for Subsidy to Agriculture-II 

L Merter 

TAff failure to understand the economic contradiction between the necessity of producing foodstuffs 
he impossibility of producing them on a profitable basts has been a stumbling block in the way of 
,y social , economic and political reforms. 

This contradiction was elucidated in a previous article (December 8, 1 962). Here we shall show 
how this contradiction manifests itself in different countries. 



p the USA before the world, war 
1, agricultural and industrial 
wealth grew at the same rate as 
the population, whose growth was 
fed primarily by immigration. The 
latter being regulated by economic 
opportunities, serious economic 
crises were avoided until the popu¬ 
lation reached a stage of satura¬ 
tion, a decade after World War 1. 
The country was not encumbered by 
long-standing customs or traditions, 
or by antiquated industries and so 
could immediately apply the most 
advanced methods in industry and 
agriculture. The crisis of 1930 
was mainly due to unbalanced dis¬ 
tribution of wealth. Agriculture 
found itself involved in the im¬ 
possible position of producing an 
excess of foodstuff which could not 
be sold because of lack of purchas¬ 
ing power among the masses of 
the population. The Government 
intervened by buying up the pro¬ 
duce from farmers to save them 
from bankruptcy. But the con¬ 
sumers derived no benefit from this 
policy, because instead of selling 
it to them at a reduced, price, the 
Government preferred to destroy it 
in order to maintain high market 
prices. Later the surplus was stor¬ 
ed with a view to using it as a poli¬ 
tical weapon in foreign countries 
in need of food. 

This one-sided subsidy mokes 
little impact in time of full employ¬ 
ment, because the consumer, though 
needing to buy fresh food constant¬ 
ly, can afford to do it at high 
prices. But in the smallest crisis 
the problem becomes acute, because 
the dole does not suffice to buy 
food at such a price. Then the 
problem worsens, because the far¬ 
mer cannot sell and, the Government 
has to support him even more. 

The European Common Market 
countries follow this same pattern. 
A common fund exists to compen¬ 
sate the farmer, but basically he 
depends on prices obtained in the 


open market. It does not prevent 
perennial crises in agriculture. For 
example, in France every summer 
the French farmers agitate because 
of surplus produce, whereas in 
winter prices rise, and instead, of 
subsidising the consumer the Govern¬ 
ment is compelled to raise the 
salaries in proportion to the rising 
cost of living. In general the cost 
of living in these countries is fairly 
high, much higher than in United 
Kingdom, where the Government’s 
intervention helps the farmer to 
produce on a profitable basis by 
subsidising him and so allowing 
his crops to be sold at a price ac¬ 
cessible to the lowest income 
bracket. This subsidy is unavoid¬ 
able in spite of the fact that 
English agriculture is the most 
mechanised in the world. The ac¬ 
cession of the United Kingdom to 
the EEC might have been to the 
advantage of industry, but would 
have been difiniteiy a retrograde 
step for agriculture. Unfortunately, 
political reasons do complicate this 
case. 

Soviet Mistake 

West Germany prospered after 
defeat in the second World War 
because the partition of Germany 
removed the burden of the main 
agricultural area of the country 
(East Germany). So that while 
West Germany has been able to 
absorb refugees from East Ger¬ 
many, pay reparations, compete 
with other western countries in 
industrial production, the other 
side has to struggle to maintain 
itself economically, because it is 
primarily agricultural. 

In Russia agriculture has suffer¬ 
ed from a long-drawn chronic 
sickness. The leaders of the 1918 
revolution believed that the main 
cause of poverty was faulty distri¬ 
bution of the national wealth and 
income. Yet having obtained 
power, they realised that the in¬ 


come of the ruling classes was 
insignificant and that the main 
cause of poverty was industrial 
backwardness. Stalin consequently 
proceeded to industrialise Russia 
in an effective though ruthless way, 
with the result that by now this 
country is close to the USA in its 
industrial potential. Whether this 
ruthlessness was necessary or not 
is a purely academic question; the 
fact remains that the result has 
been achieved in a relatively short 
time and against many adversities. 
But this solution of industrial pro¬ 
blem produced, beside the working 
class, a powerful and coherent 
ruling middle class made up of 
technicians and administrators. 
When it came to agriculture, 
Stalin' policy was a total failure. 
It was of no avail to persecute and 
deport the “kulaks” en mass to 
Siberia, to organise collective or 
state farms, to mechanise farm 
operations (and how much hope 
was put into that!). The approach 
to the problem seemed, to be more 
emotional than rational. Nobody 
thought of the fact that food pro¬ 
duction is deficitary and has to be 
treated as such to achieve success. 

Even now one reads in the press 
of dismissals of regional managers 
because of inefficiency or disho¬ 
nesty. They are probably driven 
to it by the contradiction of having 
to fulfil the required norm of pro¬ 
duction and show a profit. The 
recourse left to them is often a 
falsified report. This, of course, 
does not fill the larders. In final 
result the leaders have had to re¬ 
vert to the old and despised remedy 
o5 rationing the people’s food ac¬ 
cording to ability to pay. 

And yet they solved the shortage 
of technically educated workers 
and managers by opening schools 
and colleges free to all able to 
benefit from such education and 
obtaining rewards by their skilled 
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work. At one time there was talk 
0 / introducing free traniport and 
hcmeing. Yet it never ocrurcd to 
the rulers (0 subsidise food, 

And India? This is a country 
with an enormous future, provided 
it does not commit the mistake of 
putting the impossible burden on 
food producers of being a souree 
of national wealth. India's popu- 
lation of about 450 million people 



presents a producer and consumer 
jwtential surpassed only by that of 
China and much bigger than those 
of USSR and USA.' 

All this potential can he realised, 
and in iht* near future, provided 
the planners do not tie the millstone 
of "profitable" agriculture round 
their necks. They must from 
the start consider food production 
as a social service, similar to health, 
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education or defence and handle it 
on a sound subsidy basis, so as to 
allow the fanner to survive and pro¬ 
duce economically. Hence mecha¬ 
nisation, fertilisers, scientific mana¬ 
gement, pest controls and so on 
must all be encouraged by subsidies, 
while prices are simultaneously 
controlled so that plentiful food is 
available at prices within the reach 
of the poorest. 


Known and trusted on every Continent 
of the globe, the trademark ‘Sanforized’ 
can boost the export of Indian cottons 


Over 400 textile flrnu in 49 
countries arc licensed to produce 
faknes bearing the trademark 
‘■S.luiori/cd 1 . Jt is known and 
trusted by millions of consumers 
the world over. To them and 
to the textile trade 'Sanforized' 
signifies a reliable, uniform 
standard Df shrinkage control. 
This standard is rigidly enforced 
in India, as everywhere else, by 
tile technical representatives of 
duett. Peabody St Co. Inc., 
owners of the tiademark. 
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Cotton doth that is labelled 
‘Sanforized*has ihe identical inter, 
national siandaid uf perfoimance 
- it will not shrink out of fit. The 
trademaik can give a tirmendous 
boost to India’s export of cotton 
textiles, ft can help the industry 
to touch - perhaps exceed - the 
Third Plan target ol 800 million 
yards of doth lor export and thus 
earn valuable foreign exchange. 

limed b Y Clvetl, Peabody 4 Co., Inc. 

< Incorporated ibe U.S.A. with Im.led 
liability J proprietor* of ihe rejnicred 
trstlemarli 'SANFORIZED'. The 

indemari proprietors uie ihe trademark 
■SANFORIZED - , or permit us use by 
authorised regutend users, only m reipect 
of tested fabric which meets the triiierr.esli 
proprietors - strict requirements 
10 rttiduil >hriuiuj£c. ' 


Fur information: ’Sanforized' Service, 95 , Marine Drive. Bombay 2 , 


mia. San, 3914’ 
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The Agricultural Refinance Corporation 


M D Sharraa 


The Agricultural Refinance Corporation was inaugurated by the Finance Minuter this week. Its 
establishment is a vital addition to the structure of agricultural credit institutions. 

Public investment in agriculture and irrigation at an annual rate of about Rs 350 crores as envis¬ 
aged in the Third Plan will necessitate a correspondingly high level of investment by agriculturists them¬ 
selves, Unless private investment is stepped up, the facilities created by public investment will remain un¬ 
utilised. The Agricultural Refinance Corporation could play a decisive role in increasing the quantum of 
long-term credit for private investment in agriculture. 

An attempt is made in this article to examine the constitution and functions of the Corporation 
and to suggest where modifications are called for to make it more effective. 


'J’HE annual requirements of 

short, medium and long-term 
credit of the agricultural sector are 
today probably of the order of 

Rs 1,000-1,100 Crores, as estimat¬ 
ed broadly in the light of the 
All-India Rural Credit Survey’s 
estimate for 1951-52 and the 
increase in agricultural production 
since then. If credit needs of 
large-scale plantations such as tea, 
coffee and rubber are added, then 
the aggregate credit requirements 
may go up to Rs 1,300-1,400 
crores in 1965-66. There was, 
therefore, an imperative need for 
an organisation to link agriculture 
to the money market. An inde¬ 
pendent statutory corporation to 
work as a development bank for 
agriculture and to act as a catalyst 
for investment in agriculture was, 
therefore, an urgent necessity. 

The formation of an indepen¬ 
dent corporation for agricultural 
term finance had also become neces¬ 
sary because other institutions, like 
the National Cooperative Develop¬ 
ment Board and the Central Ware¬ 
housing Corporation, could not 
cater to all the needs of agricul¬ 
turists. The Reserve Bank of India 
has played a commendable part in 
strengthening agricultural credit 
agencies, but no bank can function 
as an agricultural development 
bank at the cost of its other func¬ 
tions. The inability of the esta¬ 
blished agencies, such as the apex 
cooperative and land mortgage 
banks to finance development pro¬ 
jects in agriculture, either because 
the amounts involved are very 
large or because the period for 
which credit is necessary is long, 
has added urgency to the need for 
a new independent corporation. It 
is to fulfil this need that during its 


last session, Parliament passed the 
Agricultural Re-finance Corporation 
Act providing for the establishment 
of a corporation to grant medium 
and long-term credit for develop¬ 
ment of agriculture. 

Long-term Credit Needs 

The Third Plan set a modest 
target of Rs 150 crores (in terms 
of loans outstanding) for long¬ 
term cooperative credit for 1965-66. 
The attainment of even this modest 
target was dependent on certain 
conditions being fulfilled. These 
conditions were that institutional 
investors would support the de¬ 
bentures of central land mortgage, 
banks and that an agricultural 
development finance corporation 
would be set up. The Third Plan 
elaborates the functions of the 
Corporation as follows: 

“The corporation will purchase 
debentures floated by central land 
mortgage banks in the normal 
course and will also provide funds 
for schemes for increasing agri¬ 
cultural production which are re¬ 
munerative in character, but in¬ 
volve considerable investment or 
long period*- of waiting, such as 
rubber, coffee, cashewnut and 
arecanut plantation. irrigation, 
contour bunding and soil con¬ 
servation. and development of 
orchards and fruit gardens.” 

The Central Government, in con¬ 
sultation with the Reserve Bank of 
India, had under consideration for 
some time the question of setting up 
an Agricultural Refinance Corpora¬ 
tion. Details of the proposal were 
worked out by the Reserve Bank 
and forwarded to the Central Gov¬ 
ernment for examination. The Bill 
to set up the Gorporation was intro¬ 
duced in the Lok Sabha on Decem¬ 


ber 5, 1962 and finally passed on 
March 14, 1963. 

Refinance plus Finance 

The main object of the Corpora¬ 
tion is to augment the available 
supply of medium and long-term 
funds for agriculture. It is intended 
to augment the resources available 
to cooperative and other financing 
agencies to make long-term advances 
for special schemes of agricultural 
development. It would assist such 
agricultural projects as cannot ordi¬ 
narily he financed by established 
financial agencies. The scope of its 
operation would also include the 
development of animal husbandry, 
dairy-farming, pisciculture, poultry 
farming and stock breeding. 

The main functions of the Corpo¬ 
ration would be two. First, as indi¬ 
cated by its name, the Corporation 
is a re financing body, providing 
necessary resources by way of re¬ 
finance, to the primary lenders 
making long-term loans for agricul¬ 
tural development. Second, the Cor¬ 
poration will grant credit other than 
by way of refinance up to a maxi¬ 
mum period of 25 years to eligible 
institutions — namely, central land 
mortgage banks, state cooperative 
banks, such scheduled hanks as are 
shareholders of the Corporation, and 
cooperative societies approved by 
the Reserve Bank. 

The Corporation is authorised to 
subscribe to long-term debentures 
for a maximum period of 25 years 
issued by a central land mortgage 
bank or a state cooperative bank or 
a scheduled bank, in case they are 
share-holders of the Corporation. 
Necessarily these debentures need to 
be guaranteed by the Government. 

With the prior permission of the 
Central Government, the Corpora- 
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Company executives e*n 
obwm a free copy of this 
booklet by WTitmgon their 
official letterhead to their 
nearest Caltex Office. 


Cut down your lubricants 
Cut out your paper-work 

Help your Purchase Officer to eliminate the stacks of paper that 
collect in his office...the unnecessary flood of Purchase Orders. 
When each department in a plant specifies a lubricant without 
reference to the purchases of other departments, there is bound 
to be duplication and waste. 

The Caltex “Slop-Loss” programme can do away with this 
lubrication waste...can cut a great deal of Purchase Order 
paper-work. 

Caltex "Stop-Loss” is a complete plan for organising lubrication 
on an efficient basis. There is no other programme like it. 

It will be worth your while to find out specifi¬ 
cally how Caltex "Stop-Loss” can help to ease 
the problems in your plant. 

Help your operation to greater profit with the 
Caltex "Stop-Loss” programme. 


CAITW (INWA) UNITED bomb.* ■ Nr* Delhi • Cilcotu - Mulns 
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tion is permitted to guarantee de¬ 
ferred payments due from eligible 
cooperative societies or any other 
person and guaranteed to the Cor¬ 
poration by one of the eligible insti¬ 
tutions, in connection with the 
purchase of capital equipment from 
foreign countries. 

A ceiling of Rs 50 lakhs is fixed 
in respect of assistance granted by 
the Corporation in connection with 
any individual transaction. The 
loans of the Corporation to the in¬ 
stitutions which are assisted by it 
will be guaranteed by the State 
Governments. 

The Corporation is an autonomous 
body with its headquarters in Bom¬ 
bay. It may also establish offices or 
agencies in other places in India 
with the consent of the Reserve Bank. 

The management of the Corpora¬ 
tion is vested in a Board of nine 
directors with a Deputy Governor of 
the Reserve Bank of India as the 
Chairman. Three nominees of the 
Central Government, one nominee of 
the Reserve Bank of India, three 
elected directors, each representing 
respectively the state cooperative 
hanks, the central land mortgage 
hanks, and all the other financial 
institutions such as the Life Insur¬ 
ance Corporation, commercial banks 
and the others who are share-hold- 
rrs. The latter three would be ordi¬ 
nary directors. A Managing Director 
will be appointed with the approval 
of the Reserve Bank. The Central 
Government may give directions to 
the Corporation regarding matters of 
policy involving public interest. 

Sources of Funds 

To attain the objects of its esta¬ 
blishment, the Corporation would 
start with an authorised capital of 
Rs 25 crores divided into 25,000 
fully paid-up shares, each of Rs 
10 , 000 . 

To start with, it has an initial 
paid-up capital of Rs 5 crores (5,0Q0 
shares) or 20 per cent of its autho¬ 
rised capital. Of the 5,000 shares 
initially issued, the Reserve Bank of 
India is allotted 2,500 shares, the 
central land mortgage banks and 
state cooperative banks up to a maxi¬ 
mum of 1,500 shares, and the Life 
Insurance Corporation, scheduled 
banks, insurance and investment 
companies and such other financial 
institutions as may be notified by 
the Government up to a maximum 
of 1,000 shares. 


Shares which are not taken up 
by the institutions for which they 
are intended will be subscribed to 
by the Reserve Bank in addition to 
its quota. Such shares may be 
transferred by the Reserve Bank at 
a later stage to the institutions which 
are eligible to become shareholders 
of the Corporation. 

It is provided that no individual 
institution should hold more than 10 
per cent of the shares reserved for 
the class of institutions to which it 
belongs. 

The shares of the Corporation are 
guaranteed by the Central Govern¬ 
ment as to the repayment of the 
principal and payment of a minimum 
annual dividend at a rate determin¬ 
ed by Government. The shares of 
the Corporation shall be deemed to 
be trustee securities or approved 
securities. 

Besides the share capital, the cor¬ 
poration can get working funds from 
the Central Government. The Cen¬ 
tral Government shall make to the 
Corporation an interest-free loan of 
Rs 5 crores, re-payable in 15 equal 
annual instalments commencing on 
the expiry of a period of 15 years 
from the date of the receipt of the 
loan. This period can he extended 
at the option of the Government. It 
is intended that the investment in¬ 
come on this amount should be 
available to the Corporation for 
enabling it to meet its expenses 
during this period. 

The Corporation has been em¬ 
powered under the Bill to borrow 
money by issuing bonds and 
debentures earrying Government 
guarantee. 

To further augment its resources, 
the Corporation has been empower¬ 
ed to borrow money from the Re¬ 
serve Bank against trustee securities 
for a period not exceeding 18 
months. It can also borrow money 
from the Central Government and 
institutions approved by the Gov¬ 
ernment. 

The Corporation is also empower¬ 
ed to accept deposits for fixed peri¬ 
ods of 12 months or more from the 
Central and the State Governments, 
local authorities, cooperative insti¬ 
tutions. scheduled banks etc. 

The Corporation may, with the 
previous consent of the Central-Gov¬ 
ernment, borrow foreign currency 
against the guarantee of the Central 


Government for purposes of grant¬ 
ing loans and advances to eligible 
institutions. 

The Reserve Bank will place on 
deposit with the Corporation the 
dividends on its shareholding in the 
Corporation, without interest, for a 
period of 15 years. 

The aggregate amount borrowed 
by the Corporation in the form of 
loans and deposits is not to exceed 
20 times the paid-up capital and 
reserves. Thus the maximum lending 
capacity of the Corporation in its 
initial year can be Rs 100 crores. 

Why Leave Out Non-Scheduled 
Banks ? 

It can be said that the establish¬ 
ment of the Agricultural Refinance 
Corporation may give a new shape 
to agricultural credit. It will be a 
useful link between the organised 
money market and agriculture. 

A salient feature of the Corpora¬ 
tion is that it has taken in associa¬ 
tion commercial banks, the Life 
Insurance Corporation and other 
financial institutions including the 
general insurance companies and 
investment companies. The associa¬ 
tion of the Life Insurance Corpora¬ 
tion in the development of the 
agricultural sector, wherefrom the 
Corporation draws an important 
part of its total insurance business, 
is a step in the right direction. How¬ 
ever, the Life Insurance Corporation 
can subscribe to a maximum of 100 
shares amounting to only Rs 10 
lakhs which is a paltry sum consi¬ 
dering the Life Funds of the Cor¬ 
poration. 

The association of commercial 
banks with the corporation will en¬ 
courage the banks to take a little 
more interest in the problems of 
agricultural credit. The share of 
banks in the capital of the Corpora¬ 
tion amounts to indirect participa¬ 
tion by the banks in long-term 
agricultural credit. Commercial 
banks today play a very insignifi¬ 
cant part in the financing of agri¬ 
culture. They provide no medium 
and long-term finance to agriculture. 
In Australia* long and medium 
term accommodation is provided by 
the banks for agriculture. In Latin 
American countries also the com¬ 
mercial banks are an important 
source of agricultural credit. 

* M D Sharma : “ Banking System 
in Australian Economy ” The 
Banker, May, 1960. 
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The association of commercial 
hanks with the Corporation has 
another important aspect. We have 
two categories of commercial banks 
—the scheduled banks and the non- 
scbeduled banks. Though the State 
Bank of India is included among 
the scheduled banks, vet because of 
its unique role in agricultural 
finance, it can be put in an in¬ 
dependent category. Only scheduled 
banks have been associated with 
the Corporation. Non-scheduled 
banks have not been taken into as¬ 
sociation, although they do have a 
role to play in financing agriculture. 

Statistics show that the advances 
of scheduled banks to the agricultu¬ 
ral sector accounted for 2.3 per cent 
of their total advances in 1950, 2.2 
per cent in 1951 and only 0.6 per 
cent in I960. Thus they show a de¬ 
clining tendency. The proportion of 
advances oft non-scheduled banks, on 
the other hand, has gone up from 
5.3 per cent in 1950 to 7.0 per cent 
in I960. Thus, in relative terms, 
non-scheduled hanks are taking 
greater interest in agricultural 
finance. Further, these banks are 
more local than scheduled banks 
and can easily switch over to the 
business of providing finance, even 
term finance to agrii ultiire. All this 
makes out a case for inclusion of 
non-scheduled banks also among the 
constituents of the proposed corpo¬ 
ration. 

Further, the State Hank has play¬ 
ed an important role in agricultural 
credit. Hut, this bank has ulso not 
been specifically associated with the 
Corporation, though it can subscribe 
to the share capital of the Corpora¬ 
tion like any other scheduled bank 
does. It is suggested, therefore, that 
the State Hank should be specifical¬ 
ly associated with the Corporation 
and one nominee of this bank be 
placed on the Board of Directors, 
ft would be desirable on the part 
of the State Bank also to re orientate 
its policy of agricultural ciedit in 
view of the establishment of this 
Corporation. 

loang for HeKabilitation 

The Corporation would provide 
finance for schemes increasing agri¬ 
cultural production which arc re¬ 
munerative in character, hut involve 
considerable investments or long 
periods of waiting, such as develop¬ 
ment of plantation? and of on hards 
and fruit gardens. Since agiiwilture I 

lOR" 


is a State subject, the State Govern¬ 
ments should draw up such schemes 
in anticipation, so that the Corpora¬ 
tion’s activities might not be ham¬ 
pered due to the non-availability of 
suitable schemes for financing. 
Similarly, the eligible institutions 
should also find their place and 
equip themselves to play their part 
in the successful operation of the 
Corporation. 

The Corporation should also chalk 
out a five year plan of its operation, 
with due attention to regional deve¬ 
lopment. If possible regional plans 
of financing agricultural develop¬ 
ment should be chalked out. Agri¬ 
cultural commodities may be divid¬ 
ed into various groups, such as 
plantations, industrial materials, 
food, etc, and an advisory commi¬ 
ttee for each group be set-up to 
guide and suggest the Corporation 
in respect of their financing. It is 
presumed that the activities of the 
Corporation would not overlap 
those of other financial institutions 
including the Reserve Bank of India. 

The Corporation is allowed to pro¬ 
vide credit for agricultural develop¬ 
ment only. But, occasionally, credit 
is required for purposes of relief 
and rehabilitation also. Not infre¬ 
quently crops are destroyed due to 
natural calamities. To meet this 
situation ‘distress credit’ is required 
which may fall under the category 
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of both short-term as well aa long¬ 
term, as it has to cover relief as 
well as rehabilitation. Even if short¬ 
term distress credit for relief is kept 
out of the scope of the operations 
of this Corporation, the provision of 
medium-term and long-term credit 
tor rehabilitation should be included 
in the functions of the Corporation. 

In view of the expansion of the 
scope of the operations of the Cor¬ 
poration suggested above the Corpo¬ 
ration may be renamed the Agricul¬ 
tural Development Bank. 

in conclusion it may be said that 
the setting up of the Agricultural 
Refinance Corporation is a highly 
laudable step. The Corporation, it 
is expected, will enable the co¬ 
operatives and land mortgage banks 
to secure the targets for agricultural 
credit set in the Third Plan. Fur¬ 
ther, public investment in agricul¬ 
ture and irrigation at an annual 
average of about Rs 350 crores as 
envisaged in the Plan will involve 
a correspondingly high level of in¬ 
vestment hy the agriculturists them¬ 
selves. Unless private investment is 
stepped up, the facilities created by 
public investment will not be fully 
utilised. The Corporation could be 
a vita] factor in increasing the 
quantum of long-term credit for 
private investment in agriculture. 
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Slackening Economic Activity 


W/1TH an almost five-fold increase. 

in its revenue receipts in a 
decade — from Rs 524 lakhs in 
1953-54 to Rs 2.552 lakhs in 1963- 
64 — Kashmir’s per capita revenue 
of Rs 73 for the 1963-64 budget 
year, is more than double the 
average of all other States, which 
is estimated to be Rs 31.46. The 
last decade in the case of Kashmir 
also marks a succession of revenue 
surpluses, with only one exception. 

The main factors that account 
for this impressive fiscal perfor¬ 
mance are Central devolutions and 
revenue from forests. The Central 
grant-in-aid for the State is bud- 

grtted at Rs 439 lakhs in 1963-64. 
The State budget also takes credit 
for recoveries of Rs 17.64 lakhs 
under Police, Rs 71 lakhs under 
Public. Works, Rs 147 lakhs under 
Militia and Rs 4 lakhs under Mis¬ 
cellaneous heads from the Govern¬ 
ment of India. The Plan budget 
of the State deducts a further sum 
of Rs 73.28 lakhs as the Central 
share. 

Sizeable recoveries are also men¬ 
tioned under other heads hut their 
source is not indicated. The Cen¬ 
tral budget too does not reveal it. 
For, from this year, it has given 
up the practice of the State-wise 
break up of grants. However, it 
provides for inter alia , the full 
cost of the establishment in Lad¬ 
akh and 90 per cent of the cost 
of its development. The provision 
for Ladakh in the Stale budget is 
Rs 95 lakhs, presumably mainly 
financed by the Centre. 

The total Central aid to Kashmir 
— what is specifically provided — 
would thus be Rs 842 lakhs, i e 
almost one third of the revenue re¬ 
ceipts of the State. Including the 
State’s share in the divisible pool 
of Central taxes of Rs 321.64 lakhs, 
the transfers from the Centre to the 
State amount to over Rs 1,163 
lakhs, which is only slightly less 
than half of the total revenue of 
the State. 

An even larger portion of the 
capital budget of the State is 
financed bv Central loans which 
in the budget year are expected to 
amount to Rs 9.33.33 lakhs. Thus 
while total disbursements of the 
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State under the heads revenue, ca¬ 
pital and debts, are estimated at 
Rs 3,643 lakhs, total receipts from 
the Centre, as grants, share in cen¬ 
tra! taxes and loans, amount to Rs 
2,097 lakhs. In other words almost 
60 percent of the total disburse¬ 
ments of the State are met by tran¬ 
sfers from the Centre. 

Forests, which are expected to 
contribute Rs 500 lakhs in the bud¬ 
get year, comprise 36 per cent of 
the revenue of the State from its 
own sources. The proportionate 
share of forests is much larger in 
terms of net contribution. The reve¬ 
nue from industries, for instance, is 
budgefted at Rs 2.34 lakhs, but the 
expenditure on them exceeds the 
revenue by Rs 15 lakhs. The other 
major sources of revenue are public 
works and transport schemes, expec¬ 
ted to vield Rs 204 lakhs and Rs 
246 lakhs respectively. The cor¬ 
responding estimates of expendi¬ 
ture on them are Rs 101 lakhs and 
Rs 160 lakhs. But while the reve¬ 
nue for the former includes a trans¬ 
fer of Rs 10 lakhs front the Cen¬ 
tral Road Fund, the expenditure 
excludes a recovery of Rs 71 lakhs 
from the same source. The npl con¬ 
tribution of public works to the 
revenues of the State would thus he 
Rs 22 lakhs and of the state trans¬ 
port service Rs 86 lakhs against 
the net contribution of over Rs 400 
lakhs from forests (deducting all 
expenditure on them). 

The yield from forests is in rea¬ 
lity even larger than this. The 
arrears from forest leasees to date, 
for instance, exceed the estimates 
of net revenue in the budget. Like¬ 
wise, washing of timber worth a 
Ceore of rupees to Pakistan-held 
territory through Chenab every 
year is also a direct loss to the 
exchequer. Again, prevalence of 
such practices as grant of lease to 
lower bidders, discretionary rebates 
to leasees, supplementary marking 
of trees (without tenders) and illi¬ 
cit felling indicate a further large 
gap between potential and artual 
revenues. 

If all the leaks were plugged, 
the forest revenue of the State 
would reach a very high figure. 
Already it has increased seven 
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times in about a decade. How is it 
that the forests of Kashmir started 
producing so much gold? Rise in 
timber prices is only a partial ans¬ 
wer. For the cost of transporta¬ 
tion has risen more than proportio¬ 
nately following the partition of 
the country which denied the State 
cheap river transport. 

That the Kashmir Government is 
augmenting its revenue by cutting 
more and more trees is fairly obvi¬ 
ous. From 1956-57 to 1962-63, 
the amount of timber extracted per 
year increased from 16.2 lakh c ft to 
25.2 lakh c ft, i e, more than 50 
per cent. The other day the Forest 
Minister of the Slate gave an idea 
of the safe limit of timber extrac¬ 
tion. According to him one lakh 
c ft of timber could he removed 
from an area of 27 miles in a vear. 
Now, the total demarcated forest 
area of the State is said to be 700 
square miles, of this at least 150 
square miles is either completely 
inaccessible or only partially ex¬ 
ploitable. The maximum limit of 
exploitation in a year on this cal¬ 
culation would be 20 lakh c ft o' 
timber. In 1962-63, even this 
danger point was crossed by more 
than 25 per cent. When an acco¬ 
unt is taken of illicit felling, the 
enormity of drain on the forest 
wealth of the State would become 
more obvious. 


The mounting forest revenue* 
are thus not an unmixed gain from 
a long term view. Dependenre of 
the State’s revenues and economy 
on one main source is not healthy. 
The attempts to tap and develop 
other sources have been extremely 
tardy. Whatever efforts were made 
by the State in the past years tc 
develop industries based on forest 
products or other materials, too, 
are coming to an abrupt end with 
the decision of the Slate Govern¬ 
ment to abandon thpm. 


The economic rationale of this 
decision is not easy to follow, parti¬ 
cularly when the balance sheets ol 
the State-owned industries are not 
added to the budget papers as is 
cuslomary with the Central and 
many State budgets. Nor did the 
Government wait till the decision 

of the Committee it had set up to 

- ee* 

iob: 
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examine the economic# of there 
industries. 

The intfustries. some of which 
were running for over two decades, 
admittedly suffered from some 
weaknesses, which were never ad¬ 
mitted by the Government earlier 
though attention was often drawn 
to them. Rut why were these 
weaknesses not properly enquired 
into and efforts made to find if 
they were curable? What adds to 
the mystery of the Government 
decision is the fact that in 1962-63 
the returns from industries had, in 
fact, sharply risen. According to 
the budget figures, the earning of 
the drug industry rose from R* 
12.56 lakhs in 1961-62 to R« 23.57 
lakhs in 196263 (RE), of the 
tanneries from Rs 2.13 lakhs to Rs 
13 lakhs, of the joinery mill from 
Rs 10 lakhs to Rs 14.50 lakhs, of 
the brick and tile industry from 
Rs 1.62 lakhs to Rs 2.78 lakhs. 

What would happen to the assets 
and capital blocked up in there 
undertakings and the workers draw¬ 
ing their livelihood from them? 
No answers have so far been given 
to such questions. 

It is not only in the industrial 
field where the 1963-64 budget 


beats a retreat, it mailtt a slowing 
down of effort in other fields •» 
well While the expenditure on 
administrative services in the bud¬ 
get year rises bf Rs 19 lakhs over 
the revised estimates for 1962-63 
(from Rs 22347 to Rs 242.57 
lakhs), the expenditure on social 
and developmental services remain* 
stationary; on community develop¬ 
ment, it actually declines from Rs 
HR to Rs 78 lakhs. On electricity 
schemes the decline is from Rs 53 
lakhs to Rs 49 lakhs and on public 
works from Rs 118 to Rs 101 lakhs. 

The capital budget maintains this 
trend. Capital outlay on public 
health falls from Rs 63 lakhs in 
1962-63 (RE) to Rs 48 lakhs in 
the budget year. The fall in the 
case of industrial development 
(capital outlay) is from Rs 211.83 
lakhs to Rs 150 lakhs. In the case 
of public works, it is from Rs 
432.48 lakhs to Rs 383 lakhs. 
The only instance of stepping up 
of capital outlay is that of electri¬ 
city schemes from Rs 224 lakhs to 
Rs 385 lakhs. This is mainlv be¬ 
cause of a provision of Rs 90 lakhs 
for the thermal plant at Kalakote 
and of Rs 10 lakhs for the Cent¬ 
rally-financed scheme at Leh. 
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As a short-fall ha the taxgetted 
figures of expenditure on both refe- 
Hue and capital schemes is likely, 
the decline in economic activity 
would in reality be steeper than 
indicated above. As compared to 
the estimated Plan expenditure of 
Rs 1,681 lakhs for 1962-63 the 
estimates for 1963-64 amount to 
Rs 1,605 lakhs- The smaller size 
of the Plan is sought to be explain¬ 
ed bv the Finance Minister on the 
grounds of the emergency. But 
what precisely is the impact of the 
emergency and in what manner the 
State proposes to contribute to the 
defence effort is nowhere indicated 
in the speech of the Finance Mini¬ 
ster or the budget papers; except 
a paltry sum of Rs 1.98 lakhs as 
“Expenditure connected with Nation¬ 
al Emergency” which is to he 
wholly spent on creating 10 new 
jobs, including those of 4 orderlies! 

Kashmir — the most strategic 
State of the country — seems to 
have responded tardily to the chal¬ 
lenge of the emergency in the 
economic field by closing down 
industries, cutting down the size of 
the Plan and stepping up administ¬ 
rative expenses. 
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Shree Digvijay Cement Company Ltd 

Speech of the Chairman, Shri G L Bangur 


rpHE following are extracts from 
L the speech of ghri G L Bangur, 
the Chairman, delivered in his ab¬ 
sence by Shri B D Somani at the 
Eighteenth Annual General Meeting 
held at Sikka on Friday, the 28th 
June 1963. 

Gentlemen, 

Operating Results 

As mentioned in the Directors’ 
Report, the working results of your 
Company show a slight progress 
over the previous year. There has 
been an improvement in output and 
gross profits. It must, however, be 
admitted that in spite of improve¬ 
ment in output the overall profits 
have not come upto expectations. 
The cement price recommended for 
your unit by the Tariff Commission 
during its last investigation was 
considerably pruned off by the Gov¬ 
ernment. The cost of production 
has also gone up in quick succes¬ 
sion due to subsequent increases in 
Railway Freight, pit-head price of 
coal, cost of raw materials and 
other items including increase in 
rates of Royalty on raw materials, 
increase in electricity duty etc. All 
these factors have obviously had 
an adverse effect on the working 
results of the Company, notwith¬ 
standing the economies achieved 
due to increase in production. 

Retention Price-Ex-Sewree 

Another handicap which specifi¬ 
cally affects your Company is the 
unremunerativ* price fixed for the 
Cement sold out from the Clinker 
Grinding Unit at Sewree. The Tariff 
Commission has suggested that the 
State Trading Corporation should 
reimburse for the actual freight and 
other incidental expenses for trans¬ 
porting clinker from Sikka to Bom¬ 
bay. The Ex-Works price for Sew¬ 
ree Unit fixed by the Government 
ns from November 1961 did not 
compensate the Company for the 
actual freight and the transport 
expenses. Besides, the steamer freight 
on clinker has been increased 
by Rs 3.50 per tonne with effect 
from June 1962. The Company has 


been continuously representing to 
the Government to revise selling 
price ex-Sewree to set right the 
original low price and to give effect 
to the increase in steamer freight. 
It is surprising that whereas increase 
in steamer freight on transport of 
Cement is automatically payable by 
the State Trading Corporation, such 
adjustment in respect of increase in 
steamer freight on clinker, which 
should have been likewise automatic, 
has not been allowed to your unit. 
The matter is still being pursued 
with the Government and it is 
hoped that a fair view will be taken 
in the matter without further strain¬ 
ing the resources of the Company. 

Price Revision 

The Government has announced 
for the Cement Industry a general 
rise of Rs 2.75 in the retention 
price with effect from 1st June 1963. 
As there have been increases in the 
cost of the various items of produc¬ 
tion immediately after the last an¬ 
nouncement in price, it is unfair 
not to give retrospective effect to 
the revised prices, it is in this con¬ 
text equally necessary that the Gov¬ 
ernment announce a specific formu¬ 
la to provide for automatic escala¬ 
tion in respect of increases in coat 
of fuel and power and increases due 
to other factors on account of Gov¬ 
ernmental measures. 

Packing Charges 

You might he aware that the 
Government has been fixing charges 
for packing every quarter. The said 
charges were fixed in the past on 
the basis of average price of new 
gunny bags prevalent during the 
previous nine months. However, the 
Government has changed the basis 
of fixing packing charges effective 
from fourth quarter of 1962 and 
packing charges since the said quar¬ 
ter are being fixed on the assump¬ 
tion of 50 per cent packing in new 
bags. Further, ,the cost of old gun¬ 
ny bags has been taken for pur¬ 
poses of paying the packing charges 
at 65 per cent, of the market price 
of new bags, whereas the actual cost 
to the industry as represented by 


the Cement Manufacturers Associa¬ 
tion, is around 85 per cent of the 
cost of new bags. Let us hope that 
the representation of the industry 
will be favourably considered with¬ 
out putting the industry into fur¬ 
ther difficulties by fixing the pack¬ 
ing charges on the basis of ‘no pro¬ 
fit no loss.’ 

Coal Subsidy 

The question of subsidy on coal 
received by sea-route has not yet 
been attended to the satisfaction of 
the consumers as per the assurances 
held out by the Government while 
introducing the system of alternate 
means of transport. 

Asbestos Products Factory 

1 am glad to inform that the 
Asbestos Products factory of your 
Company went into production from 
November 1962. The teething expe¬ 
rienced during trial operations have 
been overcome and the plant is now 
steadily gearing towards production 
according to rated capacity. The 
output of Asbestos Pressure pipes 
and Asbestos Sheets turned out by 
your Asbestos factory has been well 
received in the market and it is 
hoped that endeavours to maintain 
the momentum already achieved 
would improve the earning prospects 
of your Company. ' 

Messrs Johns Manville Corpora¬ 
tion of U S A, the Collaborators for 
the Asbestos Project, have applied 
for and have been alloted 15,000 
Equity Shares of the Company at a 
premium of Rs 50 per share as 
decided in the Shareholders’ Meet¬ 
ings held on 27th August, 1962 and 
25th March, 1963. 

Switchover to Oil Firing 

Your Company has decided to 
switch over to oil firing in place 
of coal firing and arrangements 
have been made to effect the com¬ 
plete change over from coal firing 
to oi! firing by 1964. 

Note :—This does not purport to he 
the proceedings of the annual 
general meeting. 
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The Elphinstone Spg & Wvg Mills Co Ltd 

Speech of the Chairman, Shri N K Jalan 


'j’Hf: following is lh<’ speech tl«*li■ 
vered by the Ghuirman Shri 
N K Jnlan at the Annual General 
Meeting of The El|>hinslonc Spg. & 
Wvg. Mills Co. I.ld on the 27th 
June, 1963 at Bombay. 

Gentlemen, 

It gives me great pleasure to wel¬ 
come you all to this Eoityfourth 
Annual General Meeting of youi 
Company. The Directors’ Report and 
the Audited Statement of Accounts 
have been with you for some tune 
now and with your permission. I 
shall lake them as read 

In the yeur under review, the 
gross trading profit was Hs 
35,24,501/-. I hope you will con¬ 
sider the working icsults of the 
year quite satisfactory especially in 
the face of a number of adverse 
circumstances in the working caused 
by the very difficult availability of 
cotton and the consequent high 
prices that had to be paid for cot¬ 
ton, increased labour charges, in¬ 
creased cost of stores, electricity 
etc. although the price of cloth 
remained the same on account of 
voluntary price control. 

Taxable dividend on Ordinary 
Shares has, therefore, lieeti reduced 
to 18% from last year s 22%. 

The year under review was mark¬ 
ed by lower output mainly on ac¬ 
count of paucity of cotton and 
generally slack demand. A very 
grave situation arose with cotton 
mills out of the malaise of accumu¬ 
lation of stocks which started from 
the month of May, 1962 and, steadilv 
deteriorating month l>v month, 
reached a crisis at the close of the 
year. The long drawn-out crisis 
during the last quarter of the year 
was mainly a crisis of confidence 
generated by war psychosis, which 
was also responsible for panicky 
trading conditions during this 
period. 

At the same time, the production 
cost went up considerably on various 
eounts. There was an unite shot t 
age of cotton s U ppi; es ,l„,j n „ t | 1( , 
>'ear resulting in iuitawu\ prices 
The Government increased the ceil¬ 
ing prices of Indian cotton |,v Rs 
125/- per candy of the cotton rrop 
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of 1962-63 season and most of the 
varieties of Indian cotton were 
titling around their ceilings. Excise 
duties on several chemicals and 
dyes had been imposed in the year. 
Losses had to be incurred on ac¬ 
count of the obligatory export 
scheme voluntarily accepted by the 
industry — ns a result of heavy 
undercutting of prices by the mills 
selling for export. A surcharge of 
10.5% was levied on power bills 
with effect from July. 1962. Basic 
wages were increased by a flat rate 
of Rs. 2/- per month per worker 
from January, 1962. Average dear¬ 
ness allowance payable to workers 
reached the highest figure of Rs 
95.76 nR for 26 working days. Em¬ 
ployer’s contribution under the 
Employees’ State Insurance Scheme 
was doubled from 1J% to 2J% 
with effect from the 1st April. 1962. 

Bonus 

It will be notieed from the Re¬ 
port and Accounts that a sum of Rs 
6.50.000/- has had to be transferred 
from General Reserve to enable 
ynur Directors to pay the dividends 
as recommended. This transfer was 
effected mainly on account of heavy 
inroads made into the profits of the 
year by the additional provision 
that had to be made for bonus to 
employees for a sum of Rs. 
12.76,359/- in respect of the years. 
1959. 1960 and 1961 under an 

Award issued consequent on the 
decision given by Shri Y B Chavan, 
the former Chief Minister of the 
State of Maharashtra who had been 
appointed as the mediator in the 
disputes for bonus for these years. 

It is a matter of serious consider¬ 
ation whether such extraordinary 
disbursements by way of bonus to 
the employees are really justified 
at a time when the needs of the 
industry to plough hack profits are 
high for the purpose of moderni¬ 
sation of its plant and equipments. 

It is also urged, for the consider¬ 
ation rf the Ronus Commission ap¬ 
pointed by the Government, whether 
in the case of composite companies 
owning factories belonging to diffe¬ 
rent industries like yours, bonus 
payable to workers should not be 
assessed in respect of each factory. 


although the Balance Sheet of the 
company is one covering the work¬ 
ing of the factories together. The 
profits and the prior charges can 
be allocated between the different 
factories of the same company and 
the assessment of bonus payable to 
workers of different factories should 
not lie difficult. 

Cloth Exports 

In spite of the fact that the in¬ 
dustry volunteered to bind itself to 
a minimum export performance, 
results achieved so far have not 
been satisfactory. India’s export of 
cloth during the year 1962 stood 
at 508 million yards worth Rs. 40 
crores as compared to 572 million 
yards worth Rs. 46 crores in 1961, 
690 million yards worth Rs. 54 
crores in I960 and 810 million 
yards valued at Rs. 55 crores in 
1959, evidencing a steady decline 
in the country’s exports in the last 
few years. Your Mills could main¬ 
tain its export at the preceding 
year's level of about 14% of the 
production of the year. 

Although quality control, diversi¬ 
fication of products and market re¬ 
search as part of a three-phased 
programme of expansion of exports 
might help in the export drive, one 
has to go to the root of the pro¬ 
blem by studying the practirai 
difficulties being faced for correct¬ 
ing tlie present unfavourable trends. 
One of the primary needs of the 
industry has been rationalisation 
and modernisation of plant and 
equipment. The competitive ability 
of the industry in the international 
market has to be bolstered up by 
reduction in prices and by econo¬ 
mising crist with the help of mod¬ 
ern machines and judicious employ¬ 
ment of labour. 

Besides, the steady increase in 
the cost of raw materials has also 
proved highly unfavourable in 
successfully tackling the export 
problem. It will be increasingly 
difficult for the industry to sell in 
export markets if it cannot procure 
raw materials at economic prices. 

It is also unfortunate that under 
the last budget the benefit of re¬ 
bate has not been extended to the 
cotton textile industry if it s m anu- 
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rtures are not directly extorted 
. the producers themselves. 

Colton 

It i 8 ironical for pur country 
here the problem of cotton sup- 
ies is so acute that this is the fifth 
iccessive year in which world 
■oduction has risen to a new re- 
rd with the help of the excep- 
( nally high world yield of 285 
is. of lint per acre as compared 
the poor Indian record of 112 
t, per acre. The yield per acre 
jring 1962-63 in the U.S.A., 
jypt and Pakistan is 455 lbs„ 583 
is. and 219 lbs. respectively. In 
jr country, on account of low 
■oductivity, we are constrained to 
ve a hand-to-mouth existence with 
igard to the requirements of cot- 
in. It is only to be hoped that 
ith the establishment of a perma- 
ent organisation of cotton research 
proposed by the Bangalore Ses- 
on of the International Cotton 
.dvisory Committee, the level of 
roductivity will increase and we 
ill he able to attain self-sufficiency 
l this essential raw material in 
up course especially when the area 
nder cotton cultivation in India 
i the highest in the world. 

Besides, the prices payable for 
otton continue to remain at a high 
-vel. Either there is a failure of 
rop and the prices payable hy the 
tills are very high as for the sea- 
nn 1961-62, or there is a good 
otton crop but the prices payable 
re all the same very high on ac- 
ount of the Government raising 
re ceiling prices as in the case of 
le crop of the current season. It 
keenly felt that it should serve 
be purpose of the country better, 
f instead of the farmer being cn- 
ouraged to develop a sort of vested 
nterest. in the low level of his 
roduction, serious efforts are made 
i tackle the problem of increasing 
be productivity. The prices of 
ndian cotton varieties are at pre- 
ent above the world parity and 
be advantage of relative cheapness 
diich obtained to the Indian Cot¬ 
in Textile. Industry in the past is 
iow almost entirely lost much to 
be detriment of export promotion. 

Leather Cloth Division 

As mentioned in my speech last 
’ear, the working of this division 
ras not as satisfactory during the 
r ear under review as that in the 
'receding year, mainly on account 


of drastic cuts effected by the Go¬ 
vernment in the import licences for 
the essential raw materials required 
in the manufacture of leather cloth. 
Owing to very much restricted im¬ 
ports, the raw materials had to be 
purchased from indigenous manu¬ 
facturers at prohibitive prices with 
the result that the profitability of 
this division was very much affected. 

On account of drastic cut in the 
import of P.V.C. raw material and 
the highly irregular policy adopted 
in regard to distribution of Plasti¬ 
cizer by the only manufacturer, 
working of our plant was stopped 
for about three months. 

I consider it my duty to refer to 
another serious handicap that is 
militating against our economic 
growth. Ours being a composite 
company, we have to pay textile 
wages to the workers of Leather 
Division also, whereas other con¬ 
cerns manufacturing exclusively 
Leather Cloth are not bound by 
such imposition and hence we. have 
to work under such handicap. 

Expansion 

After the purchase of the block 
of Moon Mills was completed as 
referred to in the last year’s Report, 
negotiations were started with the 
National Industrial Development 
Corporation Ltd. for a loan from 
them for equipping this newly ac¬ 
quired unit with the latest types of 
spinning and other required machi¬ 
nery. The negotiations are still in 
progress. 

High Cost Structure 

You will naturally expect me to 
give some idea about the current 
working and the future prospects. 
In this connection, I am constrain¬ 
ed to say that while the prices of 
cloth have remained the same, as a 
result of the voluntary price con¬ 
trol in force from September I960, 
the cost of production of this indus¬ 
try has only been steadily increas¬ 
ing. Apart from the heavy incid¬ 
ence of new financial burdens on 
the industry effected in and from 
the year under review as mentioned 
in the foregoing paragraphs, several 
other measures have contributed to 
a much steeper cost of production 
in the current year which are more 
or less of a permanent nature. 
Duties on several important items 
of stores have been increased. 
Machinery will cost more on ac¬ 
count of customs duty on capital 
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goods. Import duty on raw cotton 
has been reimposed. Freights and 
Inter-State sales-tax have been in¬ 
creased. The Power Supply com¬ 
pany effected a further increase of 
about 26% in their tariffs from 
last May in addition to a surcharge 
of 10.5% imposed in July 1962, 
The financial commitments involved 
in the Emergency Risks Insurance 
Scheme which was brought into 
force from the beginning of the 
current year will also make size¬ 
able cuts into the profits of the 
company. Several tax measures 
have been introduced by the State 
Government inclusive of increase in 
sales tax on cotton and certain 
important items of mills stores, 
chemicals etc. The cost of borrow¬ 
ings has increased as a result of 
the increase in the Advance Rates 
of Banks. 

In order to help the Government 
in holding the price line, the mill 
industry has so far pegged down 
its prices to the level of those 
prevailing at the end of 1960. 
With all these additional burdens 
since 1961, however, it is difficult 
to say how the mills will be able 
to run economically if the Govern¬ 
ment does not allow an upward 
revision in the prices of cloth. 

Modernisation and Renovation 

In spite of several handicaps, the 
management has been continuously 
modernising your mills with a view 
to he able to hold its own even in 
the most difficult times. 

During the year under review, 
machineries worth 'about Rs. 20.45 
lakhs have been further installed 
and put into commission. These 
include one Mercerised Plant, 48 
Tcxtinia Automatic Looms, 3 High 
Spied Drawing Frames. 1 Cockers 
High Speeil Slasher Sizing Machine, 
I Polymerising Machine, 1 Warp 
Tying Machine and 5 N. M. M. 
Ring Frames. Further, after the 
close of the year, 2 High Speed 
Drawing Frames, 1 Chemic Machine, 
1 Comber, 1 Acid Ager and 11 
Constant Card Strippers have already 
been received and installed. 

We further expect early delivery 
of 4 OM/RK1 Ring Frames and 1 
Dornamat Continuous coating Plant. 

As for the spinning Section, I am 
glad to inform you that your Com¬ 
pany was granted permission last 
year to install 3088 additional spin¬ 
dles for balancing purposes in addi- 

1087 



.AjvVi • 'H 



lion to 3200 spindles granted in the 
previous year. Orders for indigenous 
ring frames have been placed but 
deliveries have been rather dis- 
appointing and we could complete 
tlie installation of only 22-1-0 new 
spindles. We have also applied for a 
licence to put in f»0f»7 additional 
spindles for balancing purposes-. 

In view of the difficult petition of 
supply of new Ring F rames. the 
Company continued during the past 
year its programme of converting its 
existing Ring Frames to longer lifts 
and to the latest systems of High 
Drafting and equipping them with 
Pneumafil. Simultaneously the Com¬ 
pany also carried out the conver¬ 
sion of some of the existing speed 
Frames to High Drafting and Can- 
Feed on experimental basis, The 
Company succeeded in obtaining 
Import Licence for 2 Simplex 
Frames of the latest model from 
Japan and applied for import of 
further 4 machines of the same 
type. Subject to the availability of 
import licences the company has a 
programme to change its entire old 
Blow Room machineries, Draw 
Frames and Speed Frames in 
course of time. 

The installation of 5 New High 
Speed Draw Frames was in useful 
replacement of old machines and 
it was completed during the year 
under review. In the year I960, 
the Company installed 4 High Speed 
Combers to enhance the combing 
capacity for the production of 
goods of superior quality. The 
combing capacity has now- been 
further supplemented hy one more 
High Speed Comber of the latest 
type installed this year. 

An experimental Super High 
Draft Frame of indigenous make 
was also installed during the year 
under review and further orders 
for 4 Super High Draft Ring 
Frames were placed for delivery 
this year. The Company already 
has a .Super High Draft Plant of 
8000 spindles working since 1956 
and udditions of Snpei High Draft 
spindles are now being made, with 
a \iew to efleiting further economies 
in the working of the Company. 

In the caving Preparatory 
Department, one High Speed Sizing 
machine vu, installed in addition 
to one machine installed in the 
previous year. The Rarher dolman 
Spooler & Warper which were in- 
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stalled and put into commission in 
the year 1961 have modernised 
about half the Winding and Warp¬ 
ing Sections. With a view to com¬ 
pleting the modernisation of this 
Department, the Company is now 
considering the installation of the 
latest Automatic High Speed Wind¬ 
ing & Warping machinery incorpo¬ 
rating revolutionary changes in 
Winding technique. One Automatic 
Warp Tying machine was received 
last year and orders for further 
such automatic machines are under 
consideration, 

In the Weaving Shed, 48 Auto¬ 
matic Looms were installed in re¬ 
placement of old plain looms and 
installation of further 96 Automatic 
Ijooms is tinder consideration. The 
company could not finalise order 
of further imported Automatic 
Looms last year and is now const- 
dering the purchase of indigenous 
looms which are being made with 
foreign collaboration and are now 
available. 

In the Processing Section, the 
Company made the extension of 
this department for improving the 
layout and reducing the labour 
cost in handling. The Mercerising 
machine was installed last year and 
the Screen Printing Section was 
also put into commission. These 
two additions have increased the 
saleability of the Company’s pro¬ 
ducts which are now made in 
greater variety and finish to meet 
the demand of the market. 

It is, however, paradoxical to 
note that we have to modernise our 
mills with so-called new machi¬ 
neries which are in fact out-dated, 
You will be interested to learn that 
rapid scientific improvements such 
as continuous Automatic Spinning 
Equipments, jet Looms etc. are be¬ 
ing introduced in other progressive 
countries whereas we have to re¬ 
main content with out-dated 8” Lift 
Spinning Frnmo and old type of 
Automatic Looms. 

Unfortunately, the Government is 
placing limitations in regard to re¬ 
placement of ordinary looms with 
Automatic Looms, Fot instance, the 
condition of compulsory export 
against installation of Automatic 
Looms is so drastic that Mills are 
findine it difficult to replace ordi¬ 
nary looms with Automatic Looms, 
ft is imperative that the cost of 
production should he brought down 
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so that our products may compete 
in the world markets against many 
other advanced countries. Further, 
the cloth must be of superior 
standard and one of the prerequi¬ 
sites for the production of quality 
cloth is to have Automatic Looms. 

For the Leather Cloth Division, 
we have ordered out one of the 
most modern,and up-to-date equip¬ 
ments with the object of producing 
Leather cloth of international 
standard and we have also arranged 
for availing the services of foreign 
technical consultants to advise us 
on the latest techniques in the 
field of Leather Cloth manufacture. 
With the arrival of the new equip¬ 
ment, we also hope to compete 
successfully in the export markets 
of this product. 

In conclusion, I have to sincerely 
thank my' colleagues on the Board 
and to express my appreciation to 
the executives, staff and workers of 
the Company for the valued co¬ 
operation extended by them during 
the. year. 

Thank you, 

N.R. This does not purport to be 
the proceedings of the annual gene¬ 
ral meeting. 

Andhra Bank 

'T'HE Andhra Bank, Masulipatnam, 
A lEstd in 1923) has made a 
satisfactory progress during the 
year 1962. Deposits have increas¬ 
ed from Rs 15.78 crores to Rs 18.17 
crores showing a rise of 15.2 p.c. 
Advances have risen from Rs 9.09 
crores to Rs 10.25 crores_i e by 
12.7 p.c. Investments have gone up 
from Rs 6.60 crores to Rs 7.19 
crores. The total income earned 
from all sources has amounted to 
Rs 128.94 lakhs being 16 pc higher 
than Rs 110.46 in the previous 
year. But the net profit has de¬ 
clined, as in the case of many 
banks, from Rs 10.97 lakhs to Rs 
8.34 lakhs i e by 24 p.c. The 
lower profit is stated to be the 
result of a sudden and large fall 
in advances against gold, owing 
to the control measures initiated 
by Government, higher emoluments 
to staff and deposit insurance pre¬ 
mium. After transferring Rs 2.10 
lakhs to the Reserve Fund which is 
now raised to Rs 22 lakhs and pro¬ 
viding Rs 3 lakhs for taxation, the 
Directors have declared a dividend 
of 8 pc (subject to tax). 
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Jyoti Limited, Baroda 


Speech of the Chairman, Shri Nanu B Amin 


'T’HE following is the speech of 
the Chairman, Shri Nanu B. 
Amin at the 20th Annual General 
Meeting of Jyoti Limited, held on 
June 19, 1963: 

F riends, 

I am happy to welcome you to 
this Twentieth Annual General 
Meeting of your Company. 

The Directors’ Report and Audit¬ 
ed Balance Sheet and Profit and 
Loss Account for the period ended 
31st December 1962 have been in 
your hands for some time and 
with your permission 1 shall take 
them as read. 

You must have noticed from the 
accounts that the Sales during the 
year under review reached a level 
of Rs 2,04,40,787/- which when 
compared with that of the. previous 
year indicates an increase of about 
18.5%. This increase in sales is an 
outcome of our expanding activities 
and the efforts made by all con¬ 
cerned to step up the production 
and sales. Although the total net 
profit of your Company is slightly 
more than that of the last year, the 
available amount for distribution 
to Shareholders is less because of 
increased incidence of taxation. 

Super Profits Tax 

The recent fiscal and economic 
measures adopted by the Govern¬ 
ment have hardly provided any 
incentives. Instead, they have 
created problems, which I am 
afraid, tend to discourage industrial 
progress in the country. I would 
like to refer to the Super Profits 
Tax. The very concept of Super 
Profits Tax is arbitrary and irra¬ 
tional. Profits are the outcome of 
numerous factors. Apart from the 
sound economic principle that risk 
and return should go together, 
good planning, organization and 
administrative efficiency contribute 
vitally to the profits earned by an 
Industry. I think, it is unfair to 
deprive an Industry of the legiti¬ 
mate fruits of its efficiency by 
arbitrarily defining the Super Pro¬ 
fits Tax as the one which is in 
excess of 6% of the Paid up capital. 
It is high time that authorities 
realised that the burden of Defence 


and Development ran be borne by 
the Industry only if it is instilled 
with a confidence that efficiency 
would be allowed to blossom and 
will be at a premium and not at a 
discount. This can be done only if 
Government takes a pragmatic view 
of economic problems of the country. 

Sine* we met last, a great up¬ 
heaval has taken place in this 
country. Chinese invasion of India 
has created a national emergency. 
This means that we are all called 
upon to meet this Chinese challenge 
on economic and military fronts. 
Your Company will give its best in 
emergency as it did in normal 
times. The situation created by 
Chinese invasion requires mobilisa¬ 
tion of all productive resources and 
I am sure, we will not lag behind 
in contributing our mite towards 
this. Our only fear is that owing 
to recent Government policies, all 
the efforts we make might not 
prove as effective as they otherwise 
would. 

Steady Progress 

Even in the rather difficult pre¬ 
vailing conditions, I am glad to 
state that your Company has been 
pursuing its manufacturing activi¬ 
ties satisfactorily and maintaining 
a steady progress, We are at pre¬ 
sent covering a very wide range of 
products. You must have noticed 
from the Directors’ Report that 
the present need of the Company 
is to consolidate various develop¬ 
ment projects taken up over past 
few years and rationalise its pro¬ 
duction programme. From the 
modest beginning which your Com¬ 
pany had made some twenty years 
hack, it has now reached a stage 
when it is acknowledged as one of 
the leading manufacturers of large 
Pumps and large Electric Motors. 
We are also one of the few contri¬ 
butors in the production of Low 
Tension and High Tension Switch¬ 
gears and Switchboards. Besides 
this, our new line viz., the manu¬ 
facture of Hydro-Electric Genera¬ 
tors and Turbines is expected to 
contribute materially towards the 
generation of electricity in this 
country. 

Highly advanced countries like 
France and Germany are increas¬ 


ing hydro-electric power genera¬ 
tion by installing micro-sets i.e. 
sets between 3 kW and 1000 kW in 
large numbers. In West Germany, 
in a small province of Bavaria 
alone, there are more than 760 
small hydro-electric generating 
stations producing a little over 
200,000 kW of power. In our 
country also, these small sets can 
contribute quite substantially in 
the field of electric power genera¬ 
tion. 

You must have observed from 
the Directors’ Report that your 
Company has obtained a licence 
for the manufacture of Extra High 
Tension Circuit Breakers and very 
shortly it expects to get a licence 
for the manufacture of Alternators 
up to 3000 kW. These are highly 
prospective lines, which are ex¬ 
pected to contribute substantially to 
the economic growth of our 
country. 

Export Incentives Inadequate 

When we met last year, I had 
informed you that your Company 
is making every effort to popularize 
its products abroad. These efforts 
continued unabated during the 
year 1962. This is, however, only 
a beginning and much remains to 
to be done in the field of exports. 
Our national economy demands 
that every one rriakes great effort 
in exporting as much as possible. 
In addition to the countries of East 
Africa, Pakistan, Egypt, Burma, 
Bahrain. Cyprus, Iran, etc. we have 
been successful in tapping newer 
markets in centres like Viet Nam 
and Kuwait. Besidrs this, we are 
exploring possibilities of establish¬ 
ing markets for our pumps in ad¬ 
vanced countries like U.S.A., 
U.S.S.R. and Australia. 

As you know, establishing and 
maintaining export markets is a 
very expensive business. Of 
course, the import entitlement, 
income-tax relief and such other 
concessions offered by the Govern¬ 
ment to the exporters provide some 
relief. This is, however, not ad¬ 
equate. In the face of severe com¬ 
petition abroad and inflated cost 
structure at home, more liberal 


1089 






iijil M p ' Hw n 


July 6, 1963 


incentives have income essential. 
The production cost in this country 
is constantly rising and one of the 
major contributory factors towards 
this is the taxation policy of our 
Government. Corporation Tax, 
Excise duties. Sales Tax, Emer¬ 
gency Insurance and Custom* duties 
are. constantly being raised by the 
Government. The effect of some 
of these taxes is multiple, because 
each raw material pets taxed in 
various forms at various stapes be¬ 
fore it reaches the final manufactur¬ 
ing unit. In the circumstances, it 

Ground Hoinhay Maikvls 


\yniLi-: rontidenn- might take 
time to return to the stork 
market, the rot appears to haw 

ended. It is not that the market 
has staged any spectacular recovery 
from the previous week’s panicky 
lows lint the market revival of 
inquiry for the hitherto completely 
neglected cash s( r ijis. particularly 

tile new shams, is indicative of a 

significant linn in market psycho¬ 
logy. The rise in prices of many 
of the new shares like Zenith Steel. 
Hindustan Aluminium. South India 
Viscose, l)r Paul Tollman. I’yrol- 
onax, Madras Rubber. Synthe¬ 

tics and Chemicals and Colour 
( hem over the past few days lias 
indeed been impressive. The |vcr- 
fonnnnce of the speculative court¬ 
iers has not been sit iking, though 
certain shares like Shivrajpur. Tata 
Oil and Tata Steel have recorded 
very handsome gains. 

The tinn in sentiment reflects 

tin- market’s growing belief that 
the Government i* now feeling 
deeply concerned over the depress¬ 
ed conditions in the investment 
maiket espeeinllx the new issue 
market. The Finance Minister 

Desai’s discussions Inst week with 
the in-ads of top financial institu¬ 
tions of the \hi unis measures for 
toning mi the investment market 
have had a significant effect on the 
general market psychology. What 
the authorities might do to boost 
the market's morale remains to be 
seen hut the need for restoring 
confidence can scarcely he over¬ 
emphasised. Nearly two-thirds of 
the new shares issued since January 
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has now become increasingly diffi¬ 
cult to compete in the world mar¬ 
ket. This is one of the reasons 
why exports of non-traditional 
items call for greater measure of 
incentives than provided at the 
present moment. 

Increased production and full 
utilization of the existing plant is 
the need of the hour. There are 
many factors which are beyond our 
eontrol in achieving this. Inade¬ 
quate transport facilities, insuffi¬ 
cient quota of controlled materials, 
scarcity of electric pow’rr, etc. 
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tend to nullify efforts at fuller utili¬ 
zation of existing equipment and 
facilities. 

before I conclude, I take this 
opportunity of thanking my collea¬ 
gues on the Board and the staff 
and the workers of the Company 
for their unstinted co-operation. I 
now commend the Annual Accounts 
and the Directors’ Report for your 
consideration. 

Note: This does not purport to he 
a rerord of the proceedings of the 
Annual General Meeting. 


The Rot Ends 


1959 are now being quoted at or 
below par. Arid it is no secret 
that very recently, even in the ease 
of some first rate issues, the under¬ 
writers have had to take up quite a 
big load themselves. It the condi¬ 
tions obtaining in the capital mar¬ 
ket at present are allowed to persist 
for long, new issue activity is 
hound to receive a further serious 
setback. 

Last week’s discussions between 
the Union Finance Minister and 
the representatives of the financial 
institutions are said to have cover¬ 
ed a wide field, including hank 
credit, capital issues control, the 
margin system enforced in stock 
exchanges and the Government’s 
proposal to set tip an investment 
trust. The awareness on the part of 
the authorities of the ‘crisis’ in the 
investment market holds out the 
hope that something will he done 
to lone up the market. This should 
check any further del- Duration in 
the market sentiment, hut the reco¬ 
very' will depend on the remedial 
measures that the authorities will 
actually undertake. 

Calton 

Bulls Uneasy 

THE cotton market last week de¬ 
veloped further weakness and 
the decline in prices was more pro¬ 
nounced in ready than in futures 
which recovered most of the lost 
ground near the week-end due main¬ 
ly to short rovering induced by 
technical considerations. The. Au¬ 
gust contract which had seen a 


Thursday, Morning 

high of h’j, 709 in the preceding 
week dropped to a new low of Rs 
687.50. l.ater it rallied to Rs 694.50 
and at it* Wednesday’s closing of 
Rs 093.50 the contract showed a 
net loss of only Rs 2.25 per 3 
quintals over the week. The week¬ 
end rally was essentially technical, 
the preceding fall had been steep 
enough to tempt bears to cash their 
profits and induce modest replace¬ 
ment buying. The underlying senti¬ 
ment continues to he bearish. And 
not without good many reasons. 

Stray demand for selected lots of 
quality cotton by a few needy mills 
is about all that spot houses had to 
report for the week. That the spin¬ 
ner inquiry should be extremely 
restricted is not the least surpris¬ 
ing. Despite the fairly comfortable 
supply position of cotton, mill con¬ 
sumption is running below the pre¬ 
vious season's level — the total for 
eight months — September to April 
— amounts to 37.40 lakh bales 
against 37.93 lakh bales. And the 
April-end stocks with mills total 
18.95 lakh hales against 15.62 lakh 
hales at the end of April 1962. 
These stocks are sufficient to last 
lor four months on the basis of the 
current consumption. What is more, 
the weather news has continued to 
he very encouraging. Almost all 
the cotton producing areas seem to 
l>e well satisfied with the progress 
of the monsoon. Of course, it is 
much too early to talk about the 
new crop and the sceptics might 
well sav that rarely has the coun¬ 
try had two good successive har- 



vests. The deterioration in market 
gentiment last week was in no small 
measure due to the likely import 
of 3 lakh bales (500 lbs each) of 
l! S cotton in exchange for man¬ 
ganese ore, ferro-manganese and 
some other minerals under a spe¬ 
cial barter agreement. If the coun¬ 
try is lucky enough to have an¬ 
other good crop — lucky, because 
everything depends on the weather 
- - the cotton trade can look for¬ 
ward to another year of profitable 
activity. The Government will not 
l>erhaps need to enforce the super¬ 
visory system of marketing cotton 
which has nothing to commend 
when kept well within the statutory 
ceiling. 

Oilseeds 

Firm Tendency Persists 
J'HK oilseeds market continues to 
display a firm tendency. The 
weather news has not been unen¬ 
couraging, though the important 
groundnut producing area of Sau- 
rashtra is not fully satisfied with 
the progress of the monsoon. But 
that is not the only reason or even 
the main reason for the remarkable 
strength in groundnuts which conti¬ 
nue to set the tone for the rest of 
the market. After keeping slgihtly 
subdued early in the week due to 
corrective profit-taking, groundnut 
futures quickly recovered the lost 
ground and closed higher over the 
week. The maturing July contract 
was unofficially quoted above the 
reiling of Rs 236 at the week-end. 
Aiid the distant September contract 
which had eased from Rs 230.62 to 
Rs 227.75 moved up to Rs 231.87 
on anxious bear covering and scat¬ 
tered hull support. The strength 
in the spot material has been more 
inurked than in futures and the 
tenderable bold variety is quoted 
around Rs 241 per 250 kgs. Vanas- 
pati manufacturers have not ceased 
to be aggressive buyers after secur¬ 
ing a further rise in the ceiling 
prices of their product. And accord¬ 
ing to informed sources, the revis¬ 
ed prices of vanaspati are high 
enough to permit the manufacturers 
purchase their raw material — 
groundnut/groundnut oil—at still 
higher prices and yet make reason¬ 
able profits. Apart from the keen 
demand from vanaspati manufactu¬ 
rers. the strength in groundnuts is 
also attributable to the substantial 
export business in groundnut oil 


and- groundnut extractions this Rea¬ 
son- 

Other oilseeds have merely been 
following groundnuts. Linseed fu¬ 
tures (September contract) which 
had eased from Rs 38,31 to Rs 
37.25 (per 50 kgs) earlier in the 
week improved later to around Rs 
38.69. Business was restricted as 


usual. Overseas interest in linseed 
oil remains virtually absent, the 
export incentives notwithstanding, 
but the domestic industrial demand 
is reported to be running at a high 
level. Trading in castor futures was 
a dull affair; the September con¬ 
tract drifted idly between Rs 163 
and Rs 164.75 and closed unchang- 



Have you tried 
balancing your budget? 

1 have—often! 

It is no longer a case of balancing—it’s just 
plain juggling!...Pay the milkman in full 
this month and the grocer on account so 
that the vegetable seller can be paid in part 
—the tailor will have to wait...and just 
when it seems to be working out—there 
are fees, doctor’s bills and insurance 
premiums, not to mention taxes and 
compulsory deposits. 

All of which remind me that I must somehow 
keep my insurance policy going—and take 
some more, if possible. I look at it like this: 
if I, with my regular income, can barely 
make both ends meet, how will my poor 
wife manage should the worst happen to me? 

I must cut down on clothes? Perhaps. Less 
travelling, less entertainments, less parties, 
less festival expenses? Must talk to the wife. 
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ed over the week at R# 164 62 (per 

250 kgsj. 

Groundnut extractions continued 
to be in good demand and over’ 
nea« price* allowed a distinctly 
hardening tendency, presumably be¬ 
cause oi the tremendous rise in 
soya bean prices following appre¬ 
hensions about damage to Hie stand¬ 
ing crops in Canada and the U S 
due to draught conditions. Lit port 
houses reported further good busi¬ 
ness in groundnut extractions with 
Japan, flie tJ k buyers also took 
fair quantities. The latest l: K prices 
were mentioned around 1.14-121 
per ton for July shipment, I 35 for 

Business Notvs 


August and £ 35*5 for September. 
Groundnut oil prkaea recorded an 
increase of about .£4 per ton, from 
£ 102 to £ 106 for crude and from 
£ 108 to £ 112 for replied oil, but 
the trade did not report any fresh 
business, 'Though overseas prices 
for castor oil were reported to be 
slightly higher, export business put 
through during the week was negli¬ 
gible. Overseas interest in linseed 
cake and cottonseed cake was also 
limited but fair business — about 
700 tons — was reported in copra 
cake with the Continent and the 
price realised was mentioned around 
£ 28 per ton. 


industry’s export aspiration*. Jfe 
has also drawn attention to the fact 
that if the price-line is not held, , the 
distributors who are independent of 
the industrialists often profiteer. 
Referring to the proposal oi Govern¬ 
ment to import staple fibre to fill tip 
the gap between demand and sup¬ 
ply of cotton, Mr Naval Tata opines 
that it is extremely difficult to biend 
staple fibre with cotton. Dealing 
with the future of the industry, the 
Chairman has warned the sharehol¬ 
ders that because of the defence 
orientation of the industry and the 
uncontrollable increase in the cost 
of production resulting from a va¬ 
riety of factors and also the pegg¬ 
ing of cloth prices the future of the 
industry is unpredictable. Thus the 
outlook for 1963 remains bleak. 


Tala Group of Mills 


^MONC those units of the textile 
^industry which suffered a set-back 
during the year 1962 compared 
with the previous year, are those 
of the Tata group also. The annual 
reports and accounts of the three 
Mills, Svadeshi, Tata and Ahmeda- 
bad Advance, for the year ended 
December 31, 1962, disclose a drop 
in the gross profits although sales 
have been fairly well maintained. 
Svadeshi’s sales turnover showed 
a small improvement of 3 p.c, at 
Rs 523.55 lakhs; sales of Ahmeda- 
bad Advance were up by 1 p.c. at 
Rs 308-38 lakhs, while Tata's sales 
declined by a mere 0.2 p.c. at Rs 
504.63 lakhs. Svadeshi’s gross 
profits fell from Rs 77 lakhs to 
Rs 59 lakhs i.e. by 23 p.c.; Ahmeda- 
bad Advance's profits declined by 
38 p.c. firom Rs 37 lakhs to Rs 23 
lakhs, while Tata's profits shrank 
by 45 p.c. from Rs 70 to Rs 38 
lakhs. The profit margin receded 
from 15.2 p.c. to 11.3 in the case 
of Svadeshi, from 12.2 p.c. to 7.5 
p.c. in Ahmedabad Advance and 
from 13.8 p.c. to 7.4 p.c. in Tata 
Mills. After allocations to depre¬ 
ciation, development rebate re¬ 
serve and provisions for income-tax. 
the net profit of Svadeshi showed a 
decline of 33 p.c. at Rs 17.09 lakhs, 
that of Ahmedabad Advance fell 
by 50 p.c. at Rs 13.38 lakhs while 
Tata Mills' net profit recorded a 
greater fall by 63 p.c. at Rs 13.81 
lakhs. 

As a result of lower profits, all 
the units have to cut down their 
equity dividends- Svadeshi's divi¬ 
dend is redpfed from Rs 19 to 


Rs 17 per share of Rs 100, Ahmeda- 
bad Advance’s dividend born Rs 12 
to Rs 11 per share of Rs 100 and 
Tata Mills’ dividend from Rs 5.50 
to Rs 5 per share of Rs 25. Earn¬ 
ing per equity share in Ahmedabad 
Advance which in 1961 worked 
out to Rs 65.3 has come down to 
Hs 29.8 in 1962; Svadeshi’s earn¬ 
ing per equity share is reduced 
from Hs 24.50 to Rs 16.01 while 
Tata's has dropped from Rs 14.4 
to Rs 5.2. A satisfactory feature, 
however, of these mills is that they 
have all built up over years some 
substantial reserves which should 
put them in good stead in lean 
years: for instance against a paid 
up capital of Rs 115 lakhs, 
Svadeshi’s reserve amounts to 
Hs 142.90 lakhs, Ahmedabad 
Advance has a reserve of Rs 87.81 
lakhs against its capital of Rs 60 
lakhs. Tala Mills whose paid-up 
capital is 65.58 lakhs has accumu¬ 
lated a reserve of Rs 112.85 lakhs. 

The fall in profits is attributed 
by the Directors to adverse trading 
conditions for a part of the year, 
higher cotton prices, unremunera- 
tive compulsory exports and a rise 
in the ovverall cost of production 
without a corresponding increase 
in selling prices, Svadehi’s exports 
formed 8.25 p c of its total sales, 
Tata Mills’ exports accounted for 
11 p c of its sales, while the value 
of exports of Ahmedabad Advance 
was merely 2| p.c. of its aggregate 
sales. In the statements circulated 
with the Reports, Mr Naval Tata, 
the Chairman has expressed his 
doubts about the fulfilment of the 


ColourChem 

TPHE Accounts of Colour-Chem for 
the year ended March 31, 1963, 
show that the Company’s sales du¬ 
ring the year increased from Rs 2.36 
crores to Rs 2.75 rrores i e by 16 
p. c. The net profit has risen from 
Rs 45.87 lakhs to Rs 47.30 lakhs 
i e by 3.1 p c. The profit is arri¬ 
ved after providing Rs 10.79 lakhs 
(Rs 8.49 lakhs) for depreciation 
and Rs 64.29 lakhs (Rs 41.50 lakhs) 
for taxation including a provision 
of Rs 14.78 lakhs for SPT. Out 
of the disposable profits, the Direc¬ 
tors have transferred Rs 15.93 lakhs 
to a 'Special Reserve’ as it is expec¬ 
ted to he exempt from under sec 84 
oi the Income-tax Act, and from 
the Special Reserve, they have tra¬ 
nsferred Rs 15 lakhs to the Dividend 
Reserve. Utilizing the dividend 
reserve a dividend of Rs 12 per 
share (free of tax) is proposed 
which will absorb Rs 15 lakhs. 
Among other allocations, General 
Reserve gels Rs 26 lakhs and stands 
at Rs 67.75 lakhs at the end of the 
year. Dividend equalisation Fund 
is raised to Rs 12 lakhs by the ad¬ 
dition of Rs 6 lakhs during the 
year. 

The Directors state that the 
Company’s production increased 
during the year within the limits of 
availability of raw materials. Only 
two-thirds of the installed capacity 
has been utilized. However the 
demand for the Company’s pro¬ 
duction is stated to be good. The 
current year’s sales so far are re¬ 
ported to be higher by 25 pc. The 
Company is planning to diversify 
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its production’for. Much details are 
bring worked out at present. 

8teaw Products "■■ - 

TT'O the disappointment of its 
* Shareholders, StrawProducts (a 
J K concern) has skipped the 
dividend for the year 1962. The 
Company was once a small and 
progressive concern paying hand¬ 
some dividends. But ever since 
its expansion, it ceased to be in 
the dividend paying list and this is 
the third year that the Company 
passed over the dividend. 

Sales turnover increased during 
the year from Rs 1.06 crores Rs 
1.40 crores. Net profit without 
providing for depreciation has 
declined from Rs 18.45 lakhs to 
Rs 16.97 lakhs owing to substantial 
increases in costs allround. Out of 
the profits, a sum of Rs 11 lakhs 
is transferred to General Reserve 
and Rs 6.15 lakhs to depreciation, 
but no provision has been made 
for taxation as against Rs 8.90 
lakhs in the previous year. The 
Directors state that due to inade¬ 
quacy of profits no depreciation or 
development rebate have been 
provided for the paper mills and 
the surplus is transferred to 


General Reserve to conserve fund* 
for future liabilities. 

Buriim die year, the Board fac¬ 
tory »t Bhopal worked satisfactorily 
yielding higher production and re* 
coding increased sales. But the ex* 
ciae duty, according to the Directors 
was the single biggest element in 
the sale price of boards accounting 
for roughly 23 p.c. of the price. The 
Company paid excise duty to the 
extent of Rs 28.75 lakhs as against 
Rs 18.21 lakhs in the previous year 
representing an increase of 60 p c. 
The increase in excise duty on 
straw boards from 15 nP per kg 
to 42 nP per kg (by 180 p c) by the 
Finance Act of 1963-64 will mean 
that on a price of 55 nP per kg of 
straw board, the increased excise- 
duty works out to 76 p.c. The 
high price of straw board will not 
only tell on public consumption, but 
will have, its effect on the require¬ 
ments of textile industry, and 
book-binding and box-making indu¬ 
stries as well, which are the main 
consumers of straw boards. The 
Directors feel that the slab system 
in the levy of excise duty is placing 
many major producers of straw 
boards at a highly disadvantageous 
position. 


J K Paper Mills at Orissa was 
commissioned in October 1962 
and thfe production is on sale in 
the market. The cost of production" 
of paper baa gone up considerably 
owing to increase in excise duties, 
railway freight, taxation, war risks 
insurance, increased cost of chemi¬ 
cals, stores, coal, etc. As the selling 
price of paper is not adequately 
revised upwards, the Directors feel 
that the increased costs have affect¬ 
ed the paper industry, making It 
run uneconomically 

Jaipur Metals & Electricals 

r jpHE profits of Jaipur Metals and 
Electricals for the year ended 
December 31, 1962 after providing 
for depreciation have amounted 
to Rs 14.93 lakhs showing a rise 
of 37.5 p.c. over the previous year’s 
profit of Rs 10.86 lakhs. The 
higher profits have followed a sub¬ 
stantial improvement in the sales 
during the year by 43.8 p.c. from 
Rs 160.12 lakhs to Rs 230.20 
lakhs. But the pre-tax profit mar¬ 
gin has slightly declined from 
6.8 p.c. to 6.5 p.c. Taxes provided 
amount to Rs 6.85 lakhs (Rs 3.91 
lakhs) which include Rs 52.000 
for SPT. The net earnings after 
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tax are higher at R# 8.08 lakh* 
(R? 6.95 Ukh*). But .again the 
wet profit margin ha* come down 
from 4.4 px. to 3.5 p.c. 


Allocation* from not earning* 
am; Development rebate reserve 
R* 3.50 lakh* (Rs 3.05 lakhs); 
General Reserve Rs 1.22 lakhs 
(nil); and preference dividend 
at 6.66 p.c. Rs 40,000 (Hs 42,640). 
The ordinary dividend at 6 p.c. 
which is payable on increased 
ordinary share capital raised from 
Rs 25 lakhs to Rs 49.95 lakhs dur¬ 
ing the year, absorbs Rs 3 lakhs 
as against Rs 2.50 lakhs at the 
rate of 10 p.c. No dividend has 
been declared on deferred shares 
which got 40 p.c. last year. The 
net earning per preference share 
works out to Rs 101 and that for 
the ordinary share Rs 15.1. 

The Directors state that the pro¬ 
duction of ‘Jaipur’ house service 
meters reached a record level of 
211,240 no» as against 176.020 
nos in the previous year. The 
metal division produced 1,817 
metric tonnes of material com¬ 
pared with 1,717 metric tonnes in 
the previous year. The major 
part of the machinery required for 
the Company’s expansion plans 
haw arrived. The industrial 
Finance Corporation of India has 
approved a further loan of Rs 
65.26 lakhs to the Company for 
implementing its schemes of diver¬ 
sification and expansion of pro¬ 
duction. 


Money Market 

Thursday, morning 
CONDITIONS in the money mar¬ 
ket remained easy during the 
week with call money down to li 
per cent. Demand for funds slacken¬ 
ed and inflow runtinurd to increase. 
While bank credit fell by Rs 16.49 
erores, bank deposits were up by 
Rs 10.82 clores as on June 21. The 
hanks’ balances with the Reserve 
Rank were also up by Rs 5.60 
a ores. Although their cash balan¬ 
ces were slightly lower by Rs 1.42 
erores. their investments showed a 
substantial increase by Rs 10.38 
erores. It is not surprising that 
scheduled hanks’ borrowings from 
Reserve Bunk should fall by Rs 
6.51 erores to a mere Rs 1.36 erores, 
as mentioned last week. 


The Reserve Rank Returns on 
June 28 reflect a continuation of 
easy money conditions. Scheduled 





bank*’ deposit* Me np again by Ra 
9.76 crore* while their borrowing* 
from Reserve Bank have further de¬ 
clined to Rs 1,17 erores compared 
with Rs 1.57 crore* a yegr ago. 
The above feature* together with a 
contraction in notes in circulation 
by Rs 15.69 erores indicate a fur¬ 
ther advance of the slack season. 
Both Central and State Govern¬ 
ments’ deposits with the Reserve 
Bank have increased during the 
week by Rs 16.16 erores while 
their borrowings show a decline of 
Rs 9.28 erores, which indicate lar¬ 
ger revenue inflow. 


Foreign assets, however, have 
again been depleted from Rs 112.62 
erores to Rs 106.34 erores (Rs 
117.42 erores a month ago and Rs 
97.32 erores a year ago), the foreign 
securities in the Issue Department 
being less by Rs 5.75 erores. 

As was expected, the Central Gov¬ 
ernment announced its second ins¬ 
talment of loan for 1963-64 on 
Monday last. Two loans will be 
issued for a total amount of Rs 225 
erores on July 22. One is a 4 per 
cent 1969 loan at Rs 99.50 per Rs 
100 nominal—a further tranche of 
the existing 4 per cent 1969 loan 
issued in May last repayable on 
May 8, 1969; another is a 4$ per 
cent 1973 loan at par repayable on 
July 22, 1973. These loans arc a 
cadi-cum-conversion offers giving an 
option for the conversion of the 
13 maturing State loans. 


The market had expected a long¬ 
dated issue also. There is a demand 
for long-dated issue not only from 
institutional investors hut also from 
those who had liquidated their 
holdings in anticipation of a gene¬ 
ral fall in the, prices of long-dated 
loans as a result of dearer money, 
financial requirements, more favour¬ 
able terms for new loans; etc. Ac¬ 
cruing cash surpluses from time to 
time were seeking refuge so far 
mostly in short dated and maturing 
State loans. Banks whose investments 
were also rising, were marking 
lime for better upportunities. The 
issue of short and medium-dated 
loans has therefore caused a surprise. 
The absence of a long-term issue is 
definitely having a tonic effect on 
the whole gilt-edged section, and 
this is reflected in' a rise of the 
long-dated and many other loans 
immediately following the announce¬ 
ment. The Reserve Bank’s resump- 
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non of ifale of 4$ per cent J9R6 
loan at par, which were suspended 
on June 24, may however go dome 
way towards satisfying market 
needs and may cover in part the 
short fall in the Government bor¬ 
rowing from the budgeted figure'of 
Rk 393 erores. 

Further, a ten-year loan would 
definitely fulfil the needs of those 
who hold and/or generally prefrir 
medium dated high yielding securi¬ 
ties like the State loans. The short- 
dateds are always very popular 
with the banks. 

The issue prices and interest rates 
appear to be quite in line with the 
prevailing price and yield patterns. 
The yields of 4.10 per cent and 
4.25 per cent on the 6-year and 
10-year loans compare favourably 
with the existing Central loans of 
1969 and also with the Central and 
State loans of 1972. As a result, sev¬ 
eral loan* were marked up in order 
to bring them in line with the new 
issues and this has been helped by 
the scarcity of offering in the 
market. 

The terms of the iipw issues are 
satisfactory in the prevailing easy 
money conditions and the response 
to them should he quite adequate. 
In fact since the banks and institu¬ 
tional investors have to find 
suitable outlets for their sur¬ 
plus funds on hand and, since 
under the existing pattern of con¬ 
trol they ate free to utilise their 
funds in other ways than prescribed, 
their demand should be large 
enough to absorb the total amounts 
offered. As the hanks have to read¬ 
just their gilt-edged portfolios to 
conform to the requirement of the 
new liquidity ratio coming into effect 
from September next year, their de¬ 
mand for the new loans would he 
far greater than experienced hereto¬ 
fore. The gilt-edged market may be 
expected therefore to continue to 
rule steady to firm for some time 
ahead. 


A Correction 

The figures of “Foreign Trade of 
India” given under “Current Stati¬ 
stics last week, were for Principal 
Imports and not Principal Exports, 
was -wrongly printed. The error 
is regretted. 



CURRENT STATISTICS 

Foreign Trade of India 

I PRINCIPAL EXPORTS 

{Rf lakh,) 



April'62 
-Mar ’63 

April *61 
■liar 62 

Mar *83 

Mar'62 

Food 

2*8,84.1 

314,60.8 

1930.9 

15,31.8 

of which 

Meat and moat 
preparations 

Fish and fish 

1,68.4 

1,18.4 

3,87.9 

15.8 

12.0 

50.0 

S8.9 

preparations 

4,08.1 

Fish: fresh or 
simply preserved 

3,18.9 

3,36.7 

39.7 

31.6 

Fish and fish 





preparations, 
canned or not 

89.2 

51.2 

103 

7.4 

Cereals and cereal 
preparations 

26.2 

10.6 

2.2 

0.9 

Wheat and spelt 





(including meslln), 

unmUled 

14.8 

03 

1.5 

— 

Cereal preparations 

10.4 

10.4 

0.7 

0.9 

Fruits and vegetables 26,89.7 

2538.2 

2,84.9 

2,28.6 

Fruits and nuts, 
fresh 

21,40.6 

20,27.1 

2,193 

1,74.3 

Dried fruits 

22.4 

15.7 

5.4 

1.9 

Vegetables, fresh 
and dry 

4.53.0 

4,12.0 

53.9 

46.6 

Vegetables preserved 61.6 

72.9 

6.0 

4.9 

Sugar and sugar 
preparations 

18,04.4 

15,33.7 

2,57.7 

20.5 

Sugar 

18,03,3 

15,33.7 

2,67.7 

25.5 

Coffee, tea, cocoa, spices 




and manufactures 




9,75.1 

thereof 

180,74.2 

148,80.1 

9,60.0 

Coffee 

7,61.2 

9,01.8 

37,3 

40.4 

Tea and mate 

129,18.8 

122,26.3 

7,81.3 

7,23.6 

Spices 

18,36.9 

17,60.8 

1,41.3 

2,10.5 

Feeding stuff for 
animals 

33,30.1 

18,88.0 

4,18.4 

2,48.1 

Beverages and 
tobacco 

Tobacco and 

1837.0 

14,973 

8,28.8 

3,92.6 


3,92.0 

tobacco manufactures 18 , 86.8 

14,97.0 

3,23.8 

Tobacco unmanu. 
factured 

17,99.5 

14,05.5 

3,20.4 

3,87.7 

Tobacco 

manufactures 

87.3 

91.5 

3.4 

5,0 

Crude materials, 
inedible, except 
fuels 

Hides, skins and 

111,67.2 

118,29.5 

11,00.2 

11,78.6 

fur skins, undressed 

11,01.2 

8,79.0 

1,24.5 

97.4 

Hides and skins, 
undressed 

1034.4 

8,21.6 

1,20.9 

87.8 

Fur skins, undressed 16.8 

57.4 

3.6 

9.6 

011-aeeds. oil nuts 
and oil kernels 

Wood, lumber 

4,34.9 

4,52.2 

45.0 

1,24.3 

and cork 

3,26.6 

2,82.5 

40.9 

24.2 

Wood In the 
round or roughly 
squared 

3,23.7 

2,75.7 

40.7 

23.5 

Textile fibres 
and waste 

29,08.3 

33,14.5 

2,83.4 

3,10.5 

Silk 

60.9 

53.8 

1.9 

5.1 

Wool and other 
animal hair 

8,63.7 

9,18.9 

19.5 

66.1 

Cotton 

Jute, including 
jute cuttings and 

17,07.2 

1,29.9 

20,34.9 

1,82.4 

2,16.9 

waste 

43 

38.8 

0.8 


April‘62 
, -Mar ’63 

April ’61 
•Mar 82 

Mar *63 

Mar ’62 

Vegetable fibres, 
except cotton 
and jute 

2,79.3 

2,50.6 

33.9 

274 

, Synthetic fibres 

10,8 

115 

■— 

— 

Waste material from 
textile fabrics, 
Including, rags 

56.4 

40.0 

6.2 

4.2 

Crude fertilisers and 
crude minerals, 
excluding coal, 
petroleum and 
precious stones 

13,28.9 

12,18.7 

1,09.1 

1,18.5 

Fertilisers, crude 

12.5 

225 

7.8 

62.4 

Crude minerals 

13.16.4 

11,96.5 

1,09.0 

1,17.9 

Metalll ferrous ores 
and metal scrap 

31,75.1 

35,56.4 

3,20.1 

2,96.9 

Iron ore and 
concentration 

19,81.6 

17,40.6 

1,96.0 

1,60j8 

Iron and steel 
scrap 

1,98.8 

6,24.7 

32.9 

324 

Ores of non-ferrous 
base metals and 
concentrates 

9,90.3 

12,80.5 

91.4 

1,024 

Animal and vegetable 
crude materials, 
inedible, n e s 

18,90.8 

20.14.6 

1.77.0 

2,04;7 

Crude animal 
materials, Inedible 
ne s 

5.30.1 

4,78.5 

51.9 

46.8 

Crude vegetable 
materials, inedible 
nes 

13,60.8 

16,38.1 

1,25.0 

1,57.8 

Mineral fuels, lubricant 
and related materials 6,98.8 

5,905 

88.8 

284 

Coal, coke and 
briquettes 

2,80.6 

2,41.9 

22.7 

174 

Petroleum products 

4,13.3 

3,48.4 

65.6 

U.P 

Animal and 
vegetable oils and 
fate 

18,78.0 

6,49,0 

551.7 

2,37.8 

505 

Vegetable oils 

13,17.1 

2,34.1 

41.2 

Oils and fats 
processed, and 
waxes of vegetable 
or animal origin 

55.3 

66.3 

3.5 

9.0 

Chemicals 

7,85,6 

7,79.6 

79.6 

47.7 

Chemical elements 
and compounds 

1,33.7 

1,29.2 

135 

8.1 

Inorganic chemicals 

43.8 

24.9 

3.7 

2.5 

Organic chemicals 

89.9 

1,04.3 

10.1 

5.6 

Mineral tar and 
crude chemicals from 
coal, petroleum and 
natural gas 

11.2 

11.8 

5.8 

02 

Dyeing, tanning 
and colouring 
materials 

33.2 

31.0 

3.3 

3.3 

Pigments, paints, 
varnishes and 
related materials 

21.0 

16.2 

23 

2.1 

Medicinal and 
pharmaceutical 
products 

1,06.7 

98.2 

8.3 

7.8 

Essential oils and 
perfume materials, 
toilets, polishing 
and cleansing 
operations 

4,73,6 

4,83.4 

39,9 

274 
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NEW SHORROCK (SMORnOCK). 
Ahmid»b«d * NEW SHORROCK, 
Nadiad ' STANDARD. Bombay 
STANDARD (NEW CHINA), Bomba 
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Bombay ' SASSOON (NEW UNION) 
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SFs^a 

Perfiw^, casowa**, 
^ration* 

Explosives sad 

miscellaneous 
chemical materials 
and products 

Miscellaneous 
chemical materials 
and products 

Manufactured goods 
classified chiefly 

by material 
paper and 
paper board 
Articles made of 
pulp, paper, or 
paper board 
Textile yarn, 
fabrics, made-up 
articles and 
related products 
Textile yarn 
and thread 
Cotton fabrics 
of standard 
type 

Textile fabrics 
of standard 
type, other 
than cotton 
fabrics 
Tulle, lace, 
embroidery, 
ribbons, trimmings 
and other 
small wares 
Special textile 
fabrics and 
related products 
Made-up 
articles wholly 
or chiefly of 
textile materials 
n e s (other 
than clothing 
and footwear) 

Floor coverings 
and tapestries 
Non-metallic mineral 
manufactures 
Lime, cement and 
fabricated building 
materials, except 
glass and clay 
materials 
Clay construction 
materials and 
refractory 
construction 
materials 
Mineral 
manufactures, 
nee 

Glassware 
Silver, platinum, 
gems and jewellery 
Precious and 
semi-precious 
atones and 
pearls, unworked 
and worked 
Jewellery and 
goldsmiths’ 
and silversmiths’ 
wires 
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4,30.1 

4,50,8 

30,8 

24.7 

43,2 

42.5 

3.0 

2.6 

TIZ 15,4 

2.5 

1.6 

26.5 

15.2 

1.8 

1.6 

212,17.5 

288,33.4 

26,704 

1 , 

22,38.7 

67.9 

63.7 

2,0 

3.5 

10.5 

11.4 

0.6 

1.2 

240,32.0 

226,51.8 

24,00.6 

19,37.7 

15,22.1 

13,85.1 

1,41.2 

1,40.2 

46,53.5 

48,24.5 

4,66.4 

3,55.2 

110,56.5 

87.50.7 

10,69.1 

9,124 

1,38.6 

96.4 

9.2 

7.8 

1,48.4 

1,96.0 

11.3 

20.5 

58,56.2 

65,47.9 

6.22.8 

4,33.3 

8.56.7 

8,41.2 

80.5 

68.1 

1,18.6 

2,80.1 

8.5 

24.0 

51.5 

1,12.2 

1.7 

3.8 

18.3 

32.3 

1.7 

5.1 

23.8 

.22.2 

s 

1,08.9 

22.7 

2.4 

2.5 

12.9 

2.0 

1,28.0 

1,28.7 

5.2 

8.3 

16.3 

22.9 

2.0 

1.0 

1.05.T 

1,06.6 

2.8 

7.4 
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Base metals - 

2.46.2 

9,85.0 

8.1 

104 „ 

Iron and steel 1 

2,30.9 

9,67.7 

6.1 

' 817 '■ 

Coppw 

10,8 

94 

1.8 

'W. 

Manufactures of 
metals 1 - 

2,68.4 

2,16.5 

23,4 

W9 ' 

Machinery and 

transport 

equipment 

4,40.8 

3,99.5 

62.3 

4*4 

Machinery other 
than electric 

2,41.0 

2,38.5 

22.6 

24.0 

Power generating 
machinery 

53.7 

54.5 

3.6 

5.3 

Mining, const¬ 
ruction and 
other industrial 
machinery 

1,73.3 

1,67.1 

18.0 

17,7 

Electric machinery, 




' 1 

apparatus and 
appliances 

1,38.2 

1,01.8 

36.5 

14,7 

Transport equipment 

61.5 

50.2 

3.2 

4.0 

Road motor 
vehicles 

15.2 

7.1 

1.2 

14 

Road vehicles 
other than 
motor vehicles 

10.8 

19.8 

1.3 

0,9 

Aircraft 

30.6 

18.0 

— 

— 

Miscellaneous 

manufactured 

articles 

Prefabricated 

11,18.6 

10,11.7 

1,07.0 

86.2 

buildings; sanitary, 
plumbing, heating 
and lighting 
fixtures and fittings 

22.3 

14.8 

1.6 

1,1 

Furniture and 
fixtures 

21.4 

27.3 

2.5 

3.4 

Travel goods, handbags 




and similar 
articles 

34.1 

37.0 

3.0 

2.2 

Clothing 

1,08.3 

72.8 

13.5 

5.9 

Footwear 

Professional, 
scientific and 

2,70.4 

2,36.5 

30.4 

25.1 


controlling 
instruments; photog. 





raphlc and. optical 
goods, watches and 



d 


clocks 

1,62.7 

1,71.4 

14.2 

12.9 

Scientific, medical, 
optical, measuring 





and controlling 
instruments and 





apparatus 

Exposed cinema¬ 
tographic films, 
whether developed 

16.4 

9,5 

1,2 

0,8 

or not 

145.7 

1,60.9 

13.1 

12.0 

Miscellaneous 
manufactured 
articles, n.e.s. 

4.944 

4,48.9 

42.0 


35.0 

Musical instruments, 
phonographs and 
phonographic 
records 

18.4 

17.1 

1.9 

1.9 

Printed matter 

93.2 

1,06.1 

6.7 

7.7 

Manufactured 
articles, n e s 

3,82.8 

3,25.7 

33.4 

25.9 

Miscellaneous 

transactions 

and commodities, nn 

4.32.8 

4,35.4 

13.2 

57.4 

Postal packages, 
not classified • 





according to kind 

3,18.9 

2,45.6 

5.5 

20.3 

Live animals not 
for food 

63.8 

79.6 

3.8 

6.8 

Returned goods and 
special transactions 

50.1 

1.10.2 

3.9 

30.3 

GRAND TOTAL 

68646.0 

655,17.1 

66,68.0 

56,52.0 


Source: Department of Commercial Intelligence and 
Statistics, Government of India, Calcutta. 
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No Time for Sophistry 


<§INCE the National Development 
Council is due to meet in 
September, it is legitimate to as¬ 
sume that the Planning Commission 
will have completed its mid-term 
appraisal of the Third Five-Year 
Plan by then. |t is also likely 
that this appraisal will be accompa¬ 
nied by the Commission’s prelimi¬ 
nary judgements on the Fourth 
Plan. In prospect, therefore, the 
next meeting of the National Deve¬ 
lopment Council ought to be a cru¬ 
cial one — if, that is to say, the 
Council applies itself to its appoint¬ 
ed task with a greater sense of seri¬ 
ousness than in the past. Consider¬ 
ing its past performance, one has 


reason to doubt if the National 
Development Council will really 
rise to the occasion. There is no 
evidence of this august body having 
succeeded in knitting the policies of 
the Central and State Governments 
in the field of economic develop¬ 
ment into a consistent national pro¬ 
gramme of action. More often than 
not, the National Development 
Council has been satisfied with ap¬ 
proving whatever has been placed 
before it by the Planning Commis¬ 
sion, without giving serious thought 
to the contents or the consequential 
obligations to be fulfilled bv the 
Chief Ministers of States or Minist¬ 
ers of the Union Government. 


Whether the National Develop¬ 
ment Council will in fact be able 
to initiate a major transformation in 
the national scene depends in the 
final analysis on two factors, h 
depends, firstly, on the Plannin; 
Commission coming up with con¬ 
crete proposals for more effective 
mobilisation of our resource* for 
development and for an equitable 
sharing of the burdens of defence 
and development. It will depend, in 
the second place, on the commit¬ 
ment to a national purpose Whic 
tin? State and Central Ministers ate 
prepared to accept and honour., To 
be sure, the latter requires a change 
in the attitude of the States towards 
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the Centre and vice vetsa. Bat, Hi 
essence, the possibility of the Coun¬ 
cil functioning as a team bent on 
a common purpose will be deter¬ 
mined by what ibe Planning Com¬ 
mission asks the National Develop¬ 
ment Council to decide upon. 

This is a point which the Plan¬ 
ning Commission lias to keep firmly 
in mind while working out Uie tasks 
for the rest of the Third Plan period 
and later. The appraisal that it is 
now engaged upon should not Ire 
conceived in terms solely of relating 
the trends in the past two years to 
the targets envisaged in the Third 
Five-Year Plan at the time of its 
formulation, Done mechanically, 
this degenerates into trivial extra¬ 
polation, It helps nobody, least of 
all the National Development Coun¬ 
cil, to be told that in many sectors 
the achievement of the Third Plan 
targets will mean compressing into 
a three-year period what was ex¬ 
pected to he done over a five-year 
period. It helps even less to be 
told that the task is an administra¬ 
tive impossibility and therefore the 
targets should be scaled down on 

S ounds of realism. If it has to 
,ve any meaning at all, the mid¬ 
term appraisal by the Planning 
Commission should concentrate on 
the elements that have prevented us 
from achieving what we set out to 
do and on outlining the policies 
which in the Commission’s judge¬ 
ment we have now to adopt for 
realising the Plan objectives. 

What then am the main areas in 
which the Commission should speak 
with a clear voice rven at the risk 
of causing displeasure to some and 
being accused of lack of flexibility ? 
First and foremost is obviously agri¬ 
cultural production. Enough is 
known even now about what is 
wrong with our programmes of agri¬ 
cultural development and the Plan¬ 
ning Commission would he failing 
in its duty if it did not specify the 
weaknesses which should be ruthless¬ 
ly removed. This is not an easy 
task because, in the final analysis, 
the precise responsibilities of the 
Centre and the States in regard not 
merely to agricultural production 
but also to the pricing and distribu¬ 
tion policies in respect of agricul¬ 
tural commodities have to be de¬ 
fined^, As things stand now. there 
is no connection between the failure 
J; of the administrative machinery on 
^ ; | h a production side in a particular 
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State and the ptke and distribution 
problems that such a failure engend¬ 
ers. These are, as it were, two 
different compartments so that au 
increase in ioodgrains prices in, 
say, West Bengal has little or no 
eliect on the state Governments 
programme for increasing food out¬ 
put. 

Prices, in other words, are taken 
as a Central responsibility; and in 
the devising of policy there is no 
effective interaction between those 
centering on prices and those center¬ 
ing on production. In the event 
there is no way of deciding whether 
the basic approach to agriculture 
requires an organisational pattern 
ditterent from what we have now, 
if one follows the logical connec¬ 
tions between production, prices anil 
demand for agricultural commodi¬ 
ties. There is a jungle here to be 
cleared and it cannot he cleared 
without uprooting a number of trees 
that have deep roots in one or the 
other of the Ministries, both at the 
Centre and in the States. Without 
doubt, a big increase in our agricul¬ 
tural output will require sizeable in¬ 
creases in irrigation, fertilisers, im¬ 
proved seeds, better implements and 
so forth. In some parts of the 
country even now it is obvious that, 
with proper application of these in¬ 
puts, yields per acre can be subs¬ 
tantially increased. What we have 
to find out is why this is not happ¬ 
ening in other parts of the country. 
If it is a question of inadequate su¬ 
pplies of fertilisers, and so forth, it 
should form part of our planning 
that these supplies are augmented. 
If it is a question of the administr¬ 
ative machinery failing to create the 
proper responses in the agricultural 
sector for larger and better use of 
these materials, the action should 
obviously be. directed to reforming 
the organisation in charge of these 
activities. To continue on the as¬ 
sumption that whatever machinery 
has been set up should be preserved 
is to give up all prospect of realis¬ 
ing the potential that there is in the 
agricultural sector. 

The second main area in which 
the Planning Commission should 
take a position is the elimination of 
procedural or organisational bottle¬ 
necks in the field of industrial deve. 
lopment. There can be no excuse 
for not carrying out a project on 
time once the real resources and the 
foreign exchange for it have been 
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found to be available, if the delays 
in implementation are traceable to 
the manner in which we are doing 
things, it is the duty of the Planning 
Commission to recommend the mea¬ 
sures that will speed up the opera¬ 
tion of the executive agency. All 
this is well known but none of these 
is tackled with that degree of deter- 
mination which is essential for ac¬ 
celerated growth. If we cut out ruth¬ 
lessly ail procedures ard prejudices 
coming in the way of speedier im¬ 
plementation, not only will past 
investment yield larger fruit but 
there will at the same time be great¬ 
er scope for a big increase in the 
new investment that can be under¬ 
taken in these areas. What is more, 
it will be possible to determine the 
total investment over the Plan 
period with a greater degree of 
firmness and a reasonable certainty 
of keeping to the schedule. Once 
the programmes are fixed, there 
should be a sense of commitment 
about it. And, any implications 
they have on the financial or physi¬ 
cal side should be accepted as 
inevitable and the area of adjust¬ 
ment limited accordingly. 

Finally, the Planning Commission 
and the Government should clear 
their minds on whether or not they 
will operate physical and financial 
controls that may logically be im¬ 
plied in a programme of large-scale 
investment in industry, agriculture, 
social services and so forth. This is 
essential both in order to conserve 
the administrative resources which 
may be scarce and to prevent 
popular discontent. The point at 
which this comes up most forcibly 
is prices. Government cannot obvi¬ 
ously take the responsibility of hold¬ 
ing all prices in the economy; some 
will have to be raised for reasons of 
financial mobilisation or for res¬ 
training consumption. At least the 
broad area in which the Govern¬ 
ment will use the price mechanism 
as an instrument for balancing real 
supplies and real demand should be 
specified, and where the logic of the 
development programme requires 
prices to be controlled, Government 
should let nothing come in the way 
of operating the necessary controls. 
W ithout such a clear-cut demarca¬ 
tion, there can be no effective price 
policy and no effective assessment 
of what has or what has not been 
achieved by the different sectors of 
the economy. As in the case of price 



Til $c$ *#itfir wi'4 mgr 




vJsSjir fc t j* 






,¥ 




policy, there would be other areas Attitude to the private sector «r to attested drafting to blunt proposal*, 
in which the Government’* portion foreign investment, of the extent of it will hove itself contributed mote- 
will need to be clearly stated. This import substitution or export pro- rialiy to depressing the rate of 
is true of the role envisaged for the motion. If on such matter* the growth of the economy in the corn- 
public sector in development, of the Planning Commission prefers sophi- ing years. 


Rephasing the Third Plan 


STRUCTURAL deficiencies in the 
formulation of projects as well 
as in the general pattern of prio¬ 
rities had already become apparent 
during the first year of the Third 
Plan. A reconstruction of the 
Plan, so that the major targets did 
not get lost in the melee was, there¬ 
fore, clearly called for from the 
very beginning. 

An assessment of its operation 
in the first two years and especially 
of the recent developments follow¬ 
ing the Chinese aggression in Octo¬ 
ber last, will indicate broadly the 
direction in which the Plan needs 
to be re-phased. This is con¬ 
firmed on the other hand hy the 
many gaps in the industrial struc¬ 
ture which are coming prominently 
into view. (See page 1281 in this 
issue). The developments currently 
projected for the remaining period 
of the Third Plan convey no assur¬ 
ance that the industrial structure is 
being adequately strengthened or 
even that the strategic sectors are 
being given due priority. 

During the first two years of the 
Third Plan, national income in¬ 
creased at the annual rate of only 
2 per cent as against the expected 
rate of 6 per cent. An increase of 
no more than 5 per cent per year 
is what is likely in the remaining 
three years. This would mean that 
national income over the Plan 
period would show an increase of 
only 20 per cent, and not 30 per 
cent, as posited in the Third Plan. 

The external assistance that 
would be needed for the Third 
Plan was given out as Rs 2,600 
crores (excluding P L 480 aid). 
What had made the Planning Com¬ 
mission put up this particular 
figure can only be imagined. Per¬ 
haps, it was considered prudent to 
put up a modest figure so as not to 
scare away the aid-givers. Even a 
cursory examination of the original 
physical targets from the data pre¬ 
sented in the Plan itself made it 
abundantly clear that the assistance 
that would he required was much 
higher. The formulation of the 


projects has shown that the earlier 
estimates of external assistance re¬ 
quired were unduly low. Added to 
this, it had also become clear that 
maintenance imports needed would 
be much greater than had been pro¬ 
vided for in the Plan. It was indi¬ 
cated in the last Annual Number 
that the external assistance that 
would be needed for the fulfilment 
of the Plan targets would be of the 
order of Rs 4,856 crores (“De¬ 
fence and the Plan*’, Annual Num¬ 
ber 1963, page 104-vii, Table 2) 
of which only about Rs 2,400 
crores — the amount we had then 
asked for — is now more or less 
assured. Of this. Rs 4,856 crores, 
Rs 500 crores would be for pro¬ 
jects which would be carried for¬ 
ward to the Fourth Plan, so that 
the external assistance that can be 
utilised in the Third Plan period 
will be of the older of Rs 4,356 
crores. To this has now to be added 
the import content of the increased 
defence expenditure taken at around 
Rs 300 crores. Thus the total ex¬ 
ternal aid that wilt be needed for 
fulfilling the Plan targets and build¬ 
ing up a limited defence capability 
will be of the order of Rs 5,153 
crores. 

Is such an order of assistance 
even within the realm of possibi¬ 
lity? What seems likely from the 
past trend is assistance of the order 
of about Rs 3,500 crores (exclud¬ 
ing P L 480); of this, Rs 500 crores 
will not be available for use in the 
Third Plan as it is tied to the pro¬ 
jects which will spill over into the 
Fourth Plan. Thus, at best, only 
Rs 3,000 crores worth of assistance 


can be reckoned on for the duration 
of the Third Plan. 

Let us now try to “outline the 
picture of the Third Plan in aggre¬ 
gative terms that emerges from 
these three basic assumptions: (a) 
an overall increase of 20 per cent 
in the national income over the 
Plan period; (b) external assistance 
of Rs 3,000 crores; and (c) addi¬ 
tional defence expenditure of Rs 
1,200 crores during the last three 
years of the Plan. (See Table 2). 
Total public sector Plan outlay 
(investment plus current expendi¬ 
ture) has been revised upwards to 
Rs 8,900 crores (for details, see 
the Annual Number, p 104-vi), 
estimated investment in the private 
sector remaining unchanged at 
Rs 4,100 crores, as in the Plan. 
To this would now have to be add¬ 
ed the extra expenditure for de¬ 
fence of Rs 1,200 crores, so that the 
total public sector outlay would be 
Rs 10,100 crores against the Plan 
estimate of Rs 7,500 crores, and 
the total outlay, public plus private, 
would be Rs 14,200 crores. 

For this outlay, assuming that 
Rs 3,000 crores of it is external 
assistance, the draft on domestic 
resources would have to increase 
from about 11 per cent during the 
first two years to about 19 per cent 
of national income in 1965-66, the 
last year of the Plan. This will, 
mean that total consumption (in¬ 
cluding Government consumption) 
can increase by only 1.9 per cent 
per year during the last three years 
of the Plan; and that per capita 
consumption will have to be de¬ 
creased by 0.1 per cent each year 


Table 1 : Agricultural Income, and Agricultural and Industrial Output, 

1960-61 to 1962-63 






1960-61 

1961-62 

1962-63 

Agricultural Income at 1948-49 

Prices {Rs crons) 

5910 

5860 

(-0.9) 

5976* 

(—1.1) 

Index 

of 

Agricultural Production (1950-51 = 100) 

139,9 

139.9 

138.5 
(— IA) 

Index 

of 

Industrial Production 

(1956 = 100) 

129.8 

139.3 

(+1.8) 

149.5 


* Estimated. 

Figures in brackets are rates of increase (per cent) over previous year. 
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if popuiat ion grows «t about 2 pw 
«nt per year, as assumed in the 
Flan. if population growth ii 
higher than 2 per cent, as seems 
most likely, per capita consump¬ 
tion will have to be restricted stilJ 
further. (As population has been 
growing at about 2.6 per cent,, per 
capita consumption will decrease 
by 0.7 .per cent each year!) 

It is not inconceivable that a 
reduction in consumption of tins 
order can be effected. In aggrega¬ 
tive terms, it ruuy even appear 
desirable that sue h an effort should 
be made. In reality, however, any 
attempt to curtail per capita con¬ 
sumption to this extent will inevi¬ 
tably generate considerable infla¬ 
tionary pressures, particularly in 
view of the known inelasticity of 
agricultural output and even the 
0.1 per cent decline in per capita 
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consumption per annual will mean, 
in practice, a substantial deteriora¬ 
tion of the standard of living of 
more than 50 per cent of the popu¬ 
lation. Distribution of incomes 
has been changing in favour of 
business classes and to some extent, 
factory workers, ff this trend con¬ 
tinues, as it is bound to. even thr 
expected increase of 1.9 per cent 
per year in total consumption, had 
it been realised, would have gone 
largely to these classes. If food 
prices are not kept stable, the real 
income of the lower and the salari¬ 
ed classes would be cut into further. 

As a matter of practical politics, 
therefore, it is more likely that pub¬ 
lic sector outlay rather than con¬ 
sumption would he cut in order 
that per capita consumption can be 
increased at leasf at about 1 per cent 
a year. If consumption has to be kept 
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up even at this modest level, gufeHc 
sector outlay over the Plan period 
(including the additional defence 
expenditure) may then have to be 
cut by Ks 3,000 crores to around 
Rs 7,100 crores. This is at 60-61 
prices. As prices have already risen 
by 10 per cent and may rise more, 
the outlay may be much larger than 
this in money ■ terms, even as large 
a« Ks 8.900 crores at current prices. 
Rut in real terms it may not exceed 
the figure mentioned. 

This raises the vital questions 
about Plan priorities. The aggregate 
outlay in the. Plan, by itself, is not 
very meaningful. Its contribution 
to a cumulative and self-generating 
process of growth depends not so 
much on the aggregate magnitude 
of the Plan outlay as on ite pattern. 

It is conceivable that a smaller out¬ 
lay with an appropriate investment 


Table 2: 


Saving, Plan Expenditure and National Income in Third Plan 

(Rs crores at 1960-61 prices ) 


Total 

during 

last 

three 


Total Annual 
during average 
Third Rate of 
Plan Growth 



1960-61 1961-62 1! 

Total during 
first two 

962-63 years 

(3) (41 _ 

1963-64 

1964-65 

1965-66 

years 

1961-62 
to 1965-66 
(Per cent) 



(i) 

(2) 

(5V 

(6) 

(7) 

(8) 

(9) (10) 

(1) 

National Income 

14,200 

14,496 

14,788 

29,286 

16,249 

16,925 

17,040 

50.214 

79,500 


Per cent increase over 




(14,643) 




(16.738) 



previoxu year 


+2.0 

+2.0 


+ 9.8 

+4.1 

+0.6 


+4.0 

(2) 

Public Sector and Private 

1.925 

1,824 

2. no 

3,934 

2,566 

3.022 

3,478 

9.066 

13,000 


Sector Investment 




(1,967) 




(3,022) 



Per cent of national income 

13.6 

12.6 

14,8 

1S.4 

15.7 

17-8 

20.4 

18.1 

16.8 


Per cent increase over previous 











year 

— 

—S.S 

+ 15.6 


621.6 

+ 17.7 

+ 15.1 

— 

— +16.1 

(3) 

(2)+- Additional Defence 

— 

— 

— 


2,766 

3,422 

4,078 

10,266 

14,200 


Expenditure 








(3,422) 



Per cent of national income 

— 

— 

— 

- 

17.0 

20.2 

28.9 

20.4 

17.9 

<*) 

Draft on Domestic Resources 











(excluding from (2) till 1962-63 

1,431 

1,483 

1,679 

3,162 

2.178 

2.679 

3,181 

8,038 

11,200 


and from (3) for other years, 




(1,581) 




(2,679) 


the external assistance and draft 










On reserves) 











Per cent of national income 

10.0 

10.2 

11.4 

10.8 

18.4 

15.8 

18.7 

16.0 

14.0 


Per cent increase over 











preview* year 

— 

+8.8 

+ 18.2 

— 

+29.7 

+28.0 

+ 18.7 

_ 

— +24.4 

(3) 

Consumption (including Govern- 











tnent Consumption) (1-4) 

12,769 

13,015 

13,109 

26,124 

14.071 

14,246 

13,859 

42.176 

68,300 






(13,062) 



(14,059) 



Per cent of national income 

90.0 

88.7 

88.6 

89.2 

86.5 

84.1 

81.8 

84.0 

86.0 


Per cent increase over 











previous year 

— 

+1.9 

+0.7 


+7.8 

+ 1.2 

—2.8 


+1.T 


if purees: (1) Central Statistical Organization, for national income during 1960-61 and 1961-62. 

(2) Government of India and Stale Budget figures, for public wator outlay during 1960-61, 1961-62 and 1962-63 

,, (3) Reserve Bank of India, Reports on Currency and Finance, for External Assistance anrf ~ t> 

1960-61, 1961-62 and 196^63. oxiemai assistance and Draft on Reserves, for 


+ hjm-' Figures in respect of the above for the other years are estimated; also, figures 

i£^'tKy Investment and Consumption, are estimated for all the years. 

s&' Figure* in brackets under columns 4 and 8 are annual averages. 


in respect of Private Sector 





THE 




... >*„. 


U. 


*v 


► 

: 4 *■ ■ 


pattern may contribute more to 
This basic objective than outlay *t 
the present level. 

The broad strategy of the Plan, 
however, need not conflict with the 
requirements of defence. With the 
export constraint which India has 
to face, die emphasis on basic and 
heavy producer and capital goods 
industry is unavoidable and must 
be maintained. But along with 
this emphasis on basic heavy indu¬ 
stry, the Plan also visualised a sub¬ 
stantial increase in agricultural 
productivity and expansion of 
household and hand industries for 
meeting the demand for consump¬ 
tion goods, creating adequate 
employment and supporting in 
general the basic industrial struc¬ 
ture. To these household and hand 
industries can be added rural works 
programmes for various projects of 
capital construction for augment¬ 
ing agricultural productivity. 

This was indeed the broad 
strategy of the Draft Plan-frame of 
the Second Plan which laid the 
foundations of heavy industry in 
the Indian economy by articulating 
its rationale. That rationale has 
been vulgarised and distorted in 
the process of implementation. The 
basic industrial projects require 
proper formulation; for their imple¬ 
mentation, negotiations have to be 
carried out with various parties, 
including the aid-giving agencies. 
Aid is given on an annual basis 
but the actual amount as also the 
timing of aid remains uncertain; 
even after firm commitment has 
been made for aid, it takes several 
months before the aid can be ac¬ 
tually drawn. This inevitably 
causes delay. Apart from this lag 
in the receipt of external assistance, 
there are administrative delays, 
which can be avoided if projects 
are properly formulated and im¬ 
plementation is balanced. There 
are basic projects which have been 
delayed not on account of a hold¬ 
up o* external aid but because of 
inadequacies of planning and im¬ 
plementation. 

To mention only a few, for the 
expansion of public, sector steel 
plants, as originally formulated, 
orders for imports were to be placed 
before March 1961 for Bhilai and 
before March W62 for Duraapur 
and Rourkela. The orders for Bhilai 
have been placed only recently. 


and the orders for die other two are 
still to be placed. The .Alloy And 
Special Steels Plant, it is now 
certain, will not go into production 
during the Third Plan. For so basic 
a project as the Heavy Plate and 
Vessel or Heavy Structural Works, 
even the scope is still not defined. 
Other basic public sector projects 
which are still uncertain are Orga¬ 
nic Intermediate Chemical Plant 
and Ophthalmic Glass Project. All 
these projects are basic both for de¬ 
fence and development, and it is 
not lack of external assistance which 
is holding them up. 

In agriculture, the picture is even 
more dismal. Many things can be 
done, agricultural productivity can 
be substantially increased by irriga¬ 
tion, fertilisers and good seeds. 
Irrigation projects are not comple¬ 
ted in time and even of the projects 
which are, utilisation of the irriga¬ 
tion potential is woefully small. 
The fertiliser projects are in the 
dumps and their production targets 
have no chance of being fulfilled. 
Rural works programmes for putting 
idle labour to work with non-scarce 
materials to add to national income 
have been much talked about but 
who is going to organise them, how 
soon and on what scale ? 

The upshot of all this is that even 
though the overall magnitudes of 
outlay conform to the Plan, the 
really basic schemes of strategic 
importance will not be necessarily 
implemented. Vet outlays, which are 
not important either from the point 
of view of growth or defence, may 
still he made and may also over¬ 
reach their targets. Adding to the 
inflationary pressures and the drain 
on foreign exchange, they may even 
hold back the Government from 
pushing ahead with really worth¬ 
while projects. All this ha« to he 
drastically changed. 

What is necessary is a radical 
revision of Plan priorities. For 
both defence and development, 
the basic producer- and capital 
eoods should get a high priority. 
Through organisational changes 
rather than increased investment, 
agricultural productivity can be 
and will have -to be substantially 
raised and the idle man-power put 
to effective use both in agriculture 
and other traditional industries as 
well as productive services. The 
prices of basic consumption goods 
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must not be allowed to rise and 
action has to be taken both on the 
production and distribution fronts. 

For the vast majority of the peo¬ 
ple, income is related to employ¬ 
ment and unless employment in¬ 
creases, the Plan would produce no 
impact on their lives. In most 
cases, however, the extent of in¬ 
crease in per capita income that is 
possible through wider employment 
opportunities is limited; but this 
esn be offset if they are given 
the opportunity to improve their 
own condition. The one bask: 
item of collective consumption or 
investment which the State can and 
should provide on a large scale is 
education. This would give an 
opportunity to a large number of 
people to improve tbeir produc¬ 
tivity and would add to national 
income many times more than the 
initial investment. Educational 
policy for providing equal oppor¬ 
tunity to all as well as for meeting 
the demand for the skilled and 
technical working force is an as¬ 
pect both of an income policy as 
well as the basic Plan policy. Re¬ 
duction of inequalities has so far 
remained merely a slogan. Employ¬ 
ment and educational policies are, 
in fact, the most effective ways of 
achieving it. 

The priority, which exports should 
have been given, has been assign¬ 
ed only to the export targets. It 
has to be properly integrated into 
the Plan and worked into its invest¬ 
ment and production pattern. 

These are the broad directions in 
which the Plan priorities have to be 
changed. Defence is a net burden. It 
is no use deluding ourselves in the 
belief that defence and develop¬ 
ment do not conflict. They do, and 
resources which could have been 
used for development will now be 
sucked up by defence. 

Nevertheless defence must come 
first, but can it have precedence 
over everything else? The emer¬ 
gency has snapped whatever tenu¬ 
ous link there was between the 
Defence Ministry and the Planning 
Commission. This link has to be 
established and strengthened. A 
defence programme which pushes 
the country onwards to economic 
disaster will not hold back the. 
enemy for long. Gan there be a 
more serious warning for the re- 
phasing of the Plan? 

uoi 
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Cracks in the Blocs 


rpHE last few month* have 
witrunurd the coming to surface 
0 / development* in world politics 
hitherto submerged. There can be 
little, doubt that by the time these 
developments work them wive* out. 
a profound change will have come 
over the world divided into two 
monolithic camp*, in active hosti¬ 
lity to each othei. Relations between 
the blocs as well as within them 
will change. 

Following the crisis over Cuba in 
November last year, the United 
States and the Soviet Union have 
moved towards a detente. In Cuba 
the frontal confrontation between 
the two powers brought the world 
to the brink of a nuclear explosion 
os never before in the cold war 
era. The compromises which 
resolved the crisis appear to have 
had a lasting impact on the ad¬ 
versaries. They inevitably invol¬ 
ved some loss of face but this 
was accepted as preferable to the 
disastrous consequences of rigid pos¬ 
tures. 

The mood of compromise has con¬ 
ditioned U S-Soviet relation* since. 
And currently representatives of the 
two nations, along with that of the 
United Kingdom, are engaged in 
Moscow in perhaps the most purpo¬ 
sive attempt so far to devise a test- 
ban treaty. The test-ban that is being 
Sought is a partial one; it will not 
cover underground tests which raise 
the vexed question of safeguards, 
on which there i* yet no agree¬ 
ment. But even if the present meet¬ 
ing produces only a partial test-ban, 
it will be a big step forward and 
there are grounds for optimism that 
this may be achieved. 

v Of course, the grealri readiness to 
end nuclear tests doe* not all spring 
from the improved relations bet¬ 
ween the U S and the Soviet Union. 
Partly it is the result of technical 
developments. Both power* have 
?;.v now developed enough nuclear fire- 
power to destroy each other and the 
Jf; whole world many limes over. The 
giy relative advantage to be gained from 
perfecting more powerful weapons 
; is, therefore, .great)v reduced. The 
emphasis h*# shifted to more effici- 

S jmt ways lif withering nuclear wea- 
sCpons to their targets and fool-proof 
'tlevices for interception. Dovelon- 


Dcvelop- 


ment of longer range and more ac¬ 
curate missiles is closely connected 
with space research, on which both 
countries are expending vast resour¬ 
ces. The other factor impelling the 
nuclear powers towards a test-ban is 
the growing ability and desire of 
certain non-nuclear countries to 
develop independent nuclear force 
in order to be able to play a more 
decisive role in world affairs. The 
nuclear powers have a common 
interest in cheeking the spread of 
nuclear weapons. They hope to bring 
greater pressure on countries with 
nuclear aspirations to abandon 
their plans through a test-ban treaty 
among themselves. 

But is this hope likely to be re¬ 
alised ? 

It is ironic that just when the 
big two appear to be in the frame 
of mind to take steps of great 
moment to the future of mankind, 
their ability to ensure that other 
countries, even those belonging to 
their respective blocs, will follow 
them has waned visibly. The 
split in the communist bloc was 
dramatically advertised bv the pub¬ 
lication by the Chinese of their 
letter of July 14 to the Central 
Committee of the Soviet Communist 
Party. The letter which listed 25 
points which the Chinese wished lo 
he discussed at the meeting between 
representatives of the Communist 
Parties of the two countries at 
Moscow, was a violent indictment of 
Soviet policies and a direct chal¬ 
lenge to the Soviet Union’s rlaim to 
lead the world communist move¬ 
ment. 

Ideology and (tower arc. of course, 
mixed up in the Sino-SoviPt con¬ 
flict. It cannot but be so. For, 
once China questions the Soviet 
Union’s ideology, it ipso facto 
questions the Soviet Union's leader¬ 
ship of the communist ramp- By 
demanding equality for all countries 
within the communist group and by 
seeming to fight “big power chauvi¬ 
nism”, the Chinese are direct¬ 
ing their appeal to the poorer coun¬ 
tries of Asia. Africa and Latin 
America. It is not at all inconceiv¬ 
able that the split among the 
communists may crystallise in the 
organisation of a new International 
ol the Communist Parties of these 


countries with the Chineae Party as 
its spiritual leader. The relations 
between it and the ‘orthodox’ Inter¬ 
nationa) ol the Soviet Union, the 
countries of Eastern Europe and the 
Communist Parties of the developed 
capitalist countries cannot, of course, 
be predicted, but it can be taken for 
granted that the Soviet Union can 
never hope to exercise over China 
the kind of influence if has had over 
its Eastern European allies. 

The centrifugal tendencies in the 
capitalist camp are no less strong 
for their being more incipient. De 
Gaulle’s designs of building a Euro¬ 
pean ‘third force’ with an indepen¬ 
dent nuclear defence system and 
owing at best formal allegiance to 
the Atlantic Alliance have been 
considered sufficiently serious lor 
the United States to launch a 
counter-campaign, of which Presi¬ 
dent Kennedy’s recent visit to 
Europe was a part, to buttress the 
loyalty of its European allies. For 
the time being it may succeed, 
among other things, by appearing 
to give a greater voice to its allies 
in such matters as nuclear strategy 
— for instance, through a multi¬ 
lateral nuclear force within the 
NATO. But there are limits to 
how' far it can go. To develop a 
truly European NATO deterrent, 
the U S will have to give Up its 
veto over NATO’s nuclear forces. 
This is inconceivable in the light 
of past U S attitudes and policies. 

The two developments discussed 
above — the US-Soviet detente and 
the deepening splits within the com 
munist and capitalist camps — are 
not without their repercussions on 
each other. The allies of both the 
U S and the Soviet Union are 
deeply suspicious of the two arriv¬ 
ing at settlements above their heads 
and possibly to their detriment. 
The desire to hold their allies to¬ 
gether may, therefore, lead the U S 
and the Soviet Union to slacken their 
efforts to find a solution for cold 
war problems. The Soviet Union’s 
decision to go ahead with the test- 
ban talks roncurrently with the ideo¬ 
logical parleys with the Chinese in 
spite of the latter’s open opposition 
to the talks is. however, a hopeful 
portent. For the U S, the no-vrtlT 
pact offered by Premier Khrushchev 
is a test case. Will President Kennedy 
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be able to respond favourably is would involve recognition Of East diplomacy in Europe right now k 

spite of West Germany's opposition to Germany? It will not be an easy to prevent West Germany front 

any formal contact between NATO decision to take considering thii. succumbing to de Gaulle’s bias* 

and Warsaw Pact countries since it the principal objective si U S dishments. 


Perspective for Development 

-—A Mid-Term Appraisal 


W/1LL India hold together? Will 
not the constituent States, of 
which the Indian Union is compos¬ 
ed, tend to fall apart when the pre¬ 
sent leadership under the towering 
personality of Pandit Nehru, on 
whom has fallen the mantle of 
Gandhiji, comes to be replaced by 
warring provincial satraps or their 
puny nominees? The leadership 
which took over from the British 
was made up of stalwarts who were 
all-India figures in their own right. 
India has not produced a single all- 
India political leader after those 
days when the country was fighting 
the British. From the time of In¬ 
dependence the character of politics 
began to change. The men who have 
come up since have stuck to their 
home States. People in the othe< 
parts of India rarely see them or 
hear them speak. Few of them even 
aspire to appear on the all-fndia 
stage; it is only those who fail to 
make good in their home States 
who think of the. second best and 
care to seek their fortunes on that 
stage. 

Over the years, of course, the men 
who ran the Government at the 
Centre have changed, but so long as 
Nehru is there, Delhi's prescriptive 
right to rule India and lay down 
blue-prints for the economic plan 
for the whole of India has never 
been seriously challenged. 

Rumblings are being heard, how¬ 
ever; voices not only of disgrun¬ 
tled old men but also those of angry 
youth are being raised that the time 
has come to write off or close the 
Nehru era. It is too early perhaps 
to write an epitaph to that era — 
that epitaph may be sung by the 
Voice of America relayed from a 
million watt transmitter in Calcutta— 
but not too early to consider seriously 
that the present hold of the Centre 
cannot be taken for granted for 
long; that India may not break up, 
but that Delhi will have to share 
more and more its authority and 


Pragmatist 

power with the States which are 
increasingly becoming conscious of 
their strength, nursing their own as¬ 
pirations, and feeling the urge to 
grow and develop. They will in¬ 
creasingly have their own say in 
the blue-prints that Delhi may draw 
up for them all. 

The question is insistently asked, 
“Will India hold together when the 
present set up is gone and the States 
get into their stride?”. Indian unity 
has been in the past spiritual and 
cultural, but that alone is never 
enough to uphold and maintain the 
political and administrative cohe¬ 
sion of a unified political structure. 
The divisive forces may be too many 
unless the Central Government is 
sufficiently powerful. A partial ans¬ 
wer to the heterogeneity of the 
Indian people is the federal form of 
constitution which India has adopted 
and worked successfully. What 
strengthens that federal structure so 
powerfully and may even make t 
enduring is central planning, which 
has successfully gone through two 
five-year plans and is in the middle 
of the Third Plan. The current year, 
in fact, is the mid-point in the coun¬ 
try's long-term plan of development 
that spans the third quarter of the 
century, the end point of which is 
se-en today as the stage, of self-reli¬ 
ant growth to be reached by I97S. 

A simple answer is possible >o 
the question, whether India will hold 
together or not. It will, if people 
want economic development. For 
economic development cannot be 
achieved quickly enough or assured 
in any other way. If the people of 
India are prepared to go back to 
a self-sufficient village economy and 
turn their faces resolutely against 
economic development, then, perhaps 
the answer will not be so clear and 
unequivocal. 

That is not to say, however, that 
the Centre would continue to hold 
the same power and exercise the 


same control which it is in a posi¬ 
tion to do today. That is why the 
time of the mid-term assessment is 
also the time for hard decisions, de- 
cisions that taken today can set the 
country firmly on the path of self- 
reliant growth by the Fifth Plan. 

For the essential political pre-condi¬ 
tion for giving primacy to the crea¬ 
tion of the growth potential of the 
economy over maximisation of 
current income or employment is a 
stable Government at the Centre 
which is also strong and therefor* 
capable of taking hard, unpopular 
decisions. 

No economic strategy can be built ; i 
on the assumption that the political 
stability of the last 12$ years will 
continue over the next 12$ years. 

In fact, if any hard decisions are to 
be taken, the time for it is now. 
They can be taken only during the 
life of the present Government and 
if the present Government is re¬ 
turned to power at the next general 
elections in the following two years. 
There is a marked periodicity 
in the pattern of behaviour of 
elected Governments, at least in 
this country. The election year is 
for marking time. In the first year 
after the elections the Government 
waits for politics to stabilise a 
little, to know the mood and judg* ■ 
the temper of the newly-elected 
members of Parliament. It is only 
then in the second year that the 
Government can usually risk un¬ 
popular measures and impose bur¬ 
dens. The time for hard decisions 
may thus he put at four or five 
years from now. After that, will 
fallow a period when it may be 
difficult, if not impossible, for anv 
government in this country to lead 
the people up the hard and narrow 
path to the stage of self-sufficient 
growth. 

If one assesses the achievement of 
Indian planning over the last twelve 
and a half years, one comes to the 
conclusion that although its results , 
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Save lawn rather disappointing eom- 
fared with the targets, especially of 
national income, it has not been so 
in terms of the growth potential cre¬ 
ated ~ the infra-structure, the in¬ 
dustrial milieu, technical and entre¬ 
preneurial skills, etc. It is important 
to recognise clearly that what India 
is aiming at today is not the maxi 
mum possible rate of growth of na¬ 
tional income in (he immediate fu¬ 
ture. For in that case she could have 
concentrated on projects with low 
capital-output ratios and short gesta¬ 
tion period* -— light industries ->r 
minor irrigation. Hut she has also 
Chosen a number of projects with 
a higher capital-output ratio and 
long gestation period- -heavy indus¬ 
tries, power, transport, major irri¬ 
gation — partly because her conti¬ 
nental type of economy left her n<> 
choice and partly because- she fell 
that such a policy, even if less pro¬ 
fitable from the short-term stand¬ 
point, was much more fruitful ’r. 
the long run. 

The choice which gave primacy 
to the creation of the growth poten¬ 


tial over maxhmgstwn of current 
income or employment was essen¬ 
tially a hard one and could not, 
for obvious reasons, be expected to 
be popular with the mass of the 
people, and such, a choice can be 
made only by a -government which 
is sufficiently strong and stable. And 
if a strong Centre and political sta¬ 
bility cannot be taken for granted, 
is it not all the more reason that 
India should get as much of the 
key growth potential created a* is 
possible while the favourable poli¬ 
tical conditions last? When the con¬ 
ditions for building up the country * 
growth potential tend to weaken 
and political pressures force the 
country to adopt softer policies 
which favour current consumption 
and employment al the expense of 
investment for future growth, the 
growth potential built up during 
the earlier years may see her 
through that period of political in¬ 
stability and dissolution. 

This demands that in the Fourtii 
Plan the main emphasis should be 
not so much on raising the stand¬ 


ards of consumption as on the crea¬ 
tion of the basic growth potential 
which can create the momentum that 
the economy will need to tide over 
the “period of trouble” which may 
follow in a few years. The highest 
priority, then, will have to be given 
to the “core” projects consisting oi 
the basic and heavy industries (in¬ 
cluding those which will produce 
the inputs for, maximising the 
growth of agriculture, e g, fertili- 
lisers, pesticides, machines and im¬ 
plements), export industries, power, 
transport and training of technical 
personnel. The first charge on.what¬ 
ever resources, especially foreign 
exchange, that the country can mobi¬ 
lise should he to ensure the maxi¬ 
mum that can he physically accom¬ 
plished for the “core” during the 
Fourth Plan. To the “core” projects 
in the Fourth Plan suggested in 
the Third Plan have to he added 
some of the projects which had 
been left over for the Fifth Plan. 
For improving execution, the 
question of extending the Fourth 
Plan into a Seven Year, instead of 
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Usha is playing a vital role in actively assisting the 
country to earn valuable foreign exchange. The 
largest exporters in the light engineering 
field, Usha sewing machines and fans are warmly 
welcomed in about 50 countries around the 
world. Besides giving technical know-how 
to other countries, Usha have taken a major step 
forward in export promotion by setting 
up sewing machine assembly plants in 
Saigon and Colombo. 

We look to the future with confidence and in a spirit 
of dedication to serve the country well. 
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a Five-Year, Plan will also have to 
he seriously considered. As most of 
the projects included in the “core" 
are the ones which are required for 
defence, this policy wilt also serve 
the interest erf defence best. If the 
resources which it has been possible 
to mobilise this year is any crite¬ 
rion, the limitation so far as this 
•‘core” is concerned would be phy¬ 
sical and not financial. Provision 
should be made for other sectors 
only to the extent that resources, 
especially domestic resources, can 
be mobilised, the highest priority 
being given to agriculture, labour 
intensive programmes, and educa¬ 
tion. 

The average growth-rate in the 
Fourth Plan must reach a level 
higher than that actually reached 
in the Third Plan so as to counter, 
at least partially, a higher rate of 
population growth as also to avert 
the possibility of a deceleration, of 
the economy. Kvery attempt should 
be made to raise it as much above 
that level as possible and from tha; 
standpoint, it may be desirable to 
fix a challenging enough target a., 
s-ay, 3 per cent above the rate ex¬ 
pected to be reached in the Third 
Plan. In formulating the Plan, a 
qertain amount of flexibility will 
have, no doubt, to he allowed in 
the 11011 -core part in view of possi¬ 
ble fluctuations in agriculture, world 
trade or policies of aid-giving coun¬ 
tries. A firm decision will have to 
he taken that such fluctuations 
should not interfere with the magni¬ 
tude or interrupt the phasing of the 
“core” projects. And it would be 
necessary to supplement this basic 
decision by appropriate policy mea¬ 
sures which would enable the coun¬ 
try to mobilise its resources to the 
fullest extent and to even out the 
deficits of one year by the surpluses 
of another, and thus avoid the very 
disturbing effect of errors of over¬ 
pessimism arid over-optimism which 
have been the bane of policy¬ 
making and programming in the 
past. 

The more important of these 
measures should be obvious: 

First, all fhe steps that are re¬ 
quired to make our tax structure 
fully responsive to the growth of 
national income should be taken 
over the next couple of years, so 
that thereafter no more than mar¬ 
ginal changes in faxes may be ne- 
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cewary.. This would act as a built- 
in stabiliser in the “period of trou¬ 
ble” ahead. 

Second, vigorous policies should 
be pursued for institutionalising 
savings in the country and bringing 
them under the control of public 
authorities. This would entail some¬ 
thing more than a special drive for 
popularising the insurance habit and 
the banking habit among the people 
so that as savings grow, they auto¬ 
matically become available for in¬ 
vestment. Nationalisation of insur¬ 
ance was a bold step but a very 
desirable one, judging in retrospect. 
It has been more than justified by 
results. A similar step in regard 
to banking seems now urgently 
needed. It is not only necessary for 
preventing the evasion of taxes and 
spreading the banking habit, hut is 
also essential for gaining greater 
control over the economy which 
the type of planning suggested for 
the Fourth Flan will require. 

Third, adequate' provision should 
be made in the Plan for building 
up large enough buffer stocks of 
essential commodities under the con¬ 
trol of public authorities with the 
twin objects of evening out seasonal 
fluctuations and enabling the Gov¬ 
ernment to exert a strong counter- 
speculative pressure on the market. 

For some time to come, it would 
be also necessary to have a num¬ 
ber of physical controls which are 
unavoidable in any economy which 
faces serious scarcity or which 
seeks to step up development to a 
rate or in directions very much 
different from what they would be, 
left to the free operation of market 
forces. It is true that conrols lead 
to black-marketing and other mal¬ 
practices. But to reject controls in 
certain situations is to legalise pro¬ 
fiteering and anti-social activities. 
Once, however. Government is able 
to undertake buffer stock operations 
on a significant scale, the need for 
detailed physical controls of the 
type which are irksome to the peo¬ 
ple and most prone to give rise to 
malpractices will be progressively 
reduced. 

Fourth, for the location of large- 
scale industries, especially basic and 
heavy industries, and in the pricing 
policy for their products, economic 
efficiency should be the sole crite¬ 
rion. Non-economic considerations 
should not be allowed to influence 


decision in these cases, if some¬ 
thing special has to be done lor 
the uplift of a backward area, or a 
weak community, it should be 
through other types of assistance and 
through direct subsidies. 

Fifth, when the above steps have 
been taken, it should be possible 
for the Government to adopt a more 
liberal policy than it is lot low mg 
at present in regard to private en¬ 
terprise, Indian and foreign, vis-a- 
vis public enterprise, and also to do 
away with some of the detailed and 
irksome scrutiny that is now oul<- 
gatory. This would help further 
growth and diversification of the 
country’s entrepreneurial talent and 
attract more foreign capital and en¬ 
terprise to the country. 

If the above policies are accept¬ 
ed for the Fourth Plan, it will not 
only be possible to build up the re¬ 
quisite growth potential of the eco¬ 
nomy so long as the political cli¬ 
mate remains favourable over the 
next few years but it will also be 
possible lo relax controls and fol¬ 
low softer policies in subsequent 
Plan periods, when the political cli¬ 
mate turns out to be not so favour¬ 
able. Once the basic growth poten¬ 
tial has been built up through the 
enforcement of these hard policies, 
a change-over to softer policies, fa¬ 
vouring light and consumer goods 
industries and relaxation of controls 
should be feasible and in fact de¬ 
sirable at the next stage. In fact, 
relaxation at this later stage should 
actually give a sudden spUrt to the 
growth rate, as it did iff Yugosla¬ 
via, for example. 

The principal task, and the most 
challenging one, before the country 
today is to prepare the ground for 
an eventual change-over from im¬ 
perative to indicative planning. 
Even if political instability should 
follow', its effects would be coun¬ 
tered by economic stability arwj 
sustained progress on the economi: 
front that could he ensured when, 
the growth potential of the ecoponjy 
is well developed. It is not without, 
significance that France, which 
passed through extreme political 
instability over the last 15 yearjf, 
has been able not only to keep her 
head above water but progress 
steadily, because French planning 
gave her economy unusual stability 
and momentum. 

From this point of view, how- 


lies 
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ever, It is also imperative mere than 
ever before that all sections of the 
people should have a sense of in¬ 
volvement and participation in 
planning. A plan which ha* been 
evolved by the participation of all 
sections of the people ant* which 
has been accepted by them cannot 
be easily discarded or even whittled 
down by a change of Ministers or 
Government. The greater the likeli¬ 
hood of political instability, the 
greater is the need that the plan¬ 
ning process should he such that 
it is understood and accepted by the 


people. Some feeble and sporadic 
efforts have been made in tits and 
starts to get more people involved 
in the planning exercise but they 
have not gone very far. Moreover, 
sufficient educative propaganda has 
not yet been done about the basic 
objectives and strategy of Indian 
planning. People are told only of 
the nice things, of the employment 
that they' will get or of the rise in 
per capita income. But it is also 
important to tell them about the 
hard decisions that are involved 
and their consequences. A man is 


used to curtailing bis present con- 
sumption and saving up for his 
son’s education or for building a 
house for his family. He knows 
that he has to take some hard 
decisions today in order to gain 
something desirable tomorrow. If 
the imperatives of the economic 
growth of the nation and the basic 
strategy of the Plan are put to him 
in clear terms, there is no reason 
why he would not appreciate the 
need for hard decisions in the 
national sphere in the same manner 
that he feels the need for hard deci¬ 
sions in his private life. 


Our Calcutta Letter 

What Happened to Advance Planning in Steel ? 

In spite of the long-recognised need for it, no central agency for steel planning has yet been created. 
As a result, it is still no one’s responsibility to formulate an integrated plan for the preparatory worth that 
should have already begun if we are serious about building a steel capacity of 18 or 19 million tons by 
1970-71. 

77w responsibility for advance planning is borne by the Steel Ministry at one level and the Plan¬ 
ning Commission at another. Neither of them, however, has the technical equipment to perform this function. 
It will 'be unfair, therefore, to expect them to provide anything more than administrative supervision, and 
that too rather superficial because of their preoccupation with immediate tasks. 

The Planning Commission had at one time proposed setting up task forces of 200-300 men for 
working out detailed plans for the key sectors. This idea has presumably been shelved since nothing 
further has been heard about it. 

As a result. ru>t only in steel but also in other equally important fields, we are unable to move beyond 
fixing aggregative production targets. 

Even where specific tasks of preparatory planning are discussed or taken up, it does not go very 
jar because advance in any one direction must come to a stop if complementary moves are not made in 
other directions. 


That Bokaro has been allowed 
to overshadow the future of 
steel development, it would be idle 
to deny. Bokaro is undoubtedly im¬ 
portant, and not merely because it 
is expected to meet a sizable part 
of the aggregate deficit in steel. It 
Is to supply the flat products on 
which will largely depend the di¬ 
versification of the industrial base 
of the Indian economy. Even so, 
Bokaro is only one plant among 
many and it can contribute no 
more than a small proportion of the 
additional capacity required by the 
end of the Fourth Plan in 1970-71. 


With only 32 months to go be¬ 
fore the Third Plan comes to an 
end, it is by no means too early 
to concern ourselves with the begin- 
tungs that must be made soon 
thereafter. Leaving it till later 

' mean a repetition of the situa¬ 
te which schemes of one plan 
Spill over into the next, 



negating the premises on which 
further advance should be based. 
This happened in the case of all the 
three new steel plants built during 
the Second Plan and is certain to 
happen again in the case of cur¬ 
rent expansion projects. Expan¬ 
sion being relatively less difficult 
than starting from scratch at a 
greenfield site, there will be far 
less justification for shortfalls this 
time. One can only conclude that 
delays do not necessarily have an 
objective basis but reflect a general 
failure to take the right decisions 
at the right times. 

Setting a target is not the same 
thing as working out a coherent 
policy for deveioment. The target 
particularly an aggregate figure 
like total ingot capacity to be at¬ 
tained by a certain dote — may 
provide a starting point but nat 
very much more. For the Fourth 
Plan, a target of 18-19 m teas was 


proposed in the long-term projec¬ 
tions contained in the Third 
Plan. The planning exercise could 
have been set in motion on this as¬ 
sumption. It is not clear, therefore, 
why we had to wait until June 
1962 for the first move to be made, 
although even this belated begin¬ 
ning was nothing more than a for¬ 
mal gesture. 

The steering group set up at the 
time may serve some purpose as a 
debating forum in which the pri¬ 
vate and public sectors score nice 
points off each other but it is hardly 
the agency to mark out the guide¬ 
lines for future development. In 
over a year since it was constituted, 
the group has met just once. At 
this solitary meeting, there was, 
true to past form, animated discus¬ 
sion on the validity of the target 
but little else. Several sub-com¬ 
mittees were set up to look into 
specific aspects like raw materials, 
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transport and equipment maanfac 

ture. Afl far as is known, the sub¬ 
committees a»t twice in the first 
four months and have not been 
heard of since. A look at the notes 
prepared i for these sub-committee 
meetings shows the amateurish level 
at which deliberations are conduct- 
ed, an impression fully confirmed 
by the subsequent minutes. Getting 
people together for half day com¬ 
mittee sessions serves little purpose 
except to provide opportunity for 
reiterating well-known prejudices. 

In fairness to the committees, not 
much more can be expected if plan¬ 
ning is to be conducted in a va¬ 
cuum, as it were. There is no 
secretariat, technical or otherwise, 
to bring together the data on which 
opinions of members, some of them 
men of great experience in their 
fields, can be usefully elicited. 
Similarly, there is no organisation 
for carrying out any studies to 
follow up a committee’s discussions. 

This is not to suggest that future 
planning is going entirely by de¬ 
fault. There are, for instance, the 
studies that the Ministry has com 
missioned from the HSL design 
group and Dastur Co on possible 
new plants in the Vishakapatnam 
region, Bailadilla in Madhya Pra¬ 
desh and Goa. The Neyveli-Salem 
project is now in a more advanced 
stage since a detailed project re¬ 
port has been commissioned as a 
preliminary to starting construc¬ 
tion. Likewise, some work on 
mineral development has been 
started using the resources of the 
Geological Survey, the Indian 
Bureau of Mines and the prospect¬ 
ing nucleus that HSL has recently 
acquired. But any connection bet¬ 
ween these activities and the steer¬ 
ing group is quite accidental. 

The need for a central agency 
for steel planning remains unfilled. 
It is no one’s responsibility to for¬ 
mulate an integrated plan for the 
preparatory work that should have 
begun already if we are serious 
about a steel capacity of 18 m tons 
by 1970-71. In the absence of this 
agency, this responsibility is being 
carried by the Ministry in New 
Delhi at one level and the Planning 
Commission at another. Neither of 
them has, as at present constituted, 
the technical equipment to perform 
thia funtion. It will be unfair, 
therefore, to expect them to provide 
anything more than administrative 


supervision and that too at a rathei 
superficial level because of their 
preoccupation with more immediate 
tasks. The Planning Commission 
had at one time proposed task forces 
of 200-300 men for working out 
detailed plans for each of the key 
sectors. This idea has presumably 
been shelved since nothing has 
been heard about it for some 
months. The result is that, not 
only in steel but also in the other 
equally important fields, we are 
unable to move beyond the starting, 
point of an overall target. Indivi¬ 
dual aspects of the work involved 
are discussed and tackled piece¬ 
meal but this cannot get us very 
far because advance in any one 
direction must coma to a stop if 
complementary studies do not pro¬ 
vide the data for concrete decisions 
or for further work. 

Technical Issues Over-ridden by 
Political Decision* 

In this sorry situation, most de¬ 
cisions must necessarily be taken ad 
hoc. This amounts to saying that 
the decisions must be political. 
Even when all the data for decision¬ 
making have been collected, the 
final choice may still have, to be 
political, overriding economic or 
technical considerations. But that 
is entirely different from the pre¬ 
sent situations where the decision 
comes first — in most cases under 
pressure from regional or other 
interest groups — leaving the eco¬ 
nomic and technical issues to work 
themselves out. Not surprisingly, 
every decision of this nature gives 
rise to hitter controversy which at 
times goes right up to the Cabi¬ 
net. The net result is that deci¬ 
sions on the financial and other as¬ 
pects, without which no progress 
is possible, are held up. 

This is, of course, a part of the 
general malaise afflicting New Delhi 
at the present time but the result¬ 
ing indecisiveness is specially harm¬ 
ful in steel and other sectors with 
a long time-lag. In these the price 
of failure does not beoome known 
until long afterwards by when it 
is too late to hold anyone responsi¬ 
ble. And the failures never come 
under public scrutiny except in 
rare cases where an outside agency 
reviews the preparations, or the 
lack of them, for a major project 
like Bokaro. 

The difficulties over Bokaro should 
bring hone the lessen that we can 


no longer rely upon muddling 
through. There is now no changu 
to be got out of playing off the 
east against the west. Hard selling 
will be necessary before any new 
project wins the support Of aid- 
givers. The decision will ultimately 
turn on the quality and depth of 
the preparatory work we do our¬ 
selves. If, for instance, a Japanese 
commitment is to be sought for a 
plant in the Goa region, as has 

been sometimes suggested, both lire 
Japanese Government and equip¬ 

ment-suppliers will want to take a 
long and hard look at the state oi 
the harbour, the transport links 

with raw materials sources and man¬ 
power availability before committing 
any funds. 

Quite apart from satisfying aid- 
givers, we have to make Bure that 
progress in these related spheres 

matches our plan* for steel, if tar¬ 
gets are not to remain just pious 
wishes. Time was when both Stool 
and its major raw materials were 
looked after by the same omnibus 
Ministry of Steel, Mines and Fuel. 
With the bifurcation of the Minis¬ 
try in the cabinet changes of 1962, 
the need for co-ordination is rein¬ 
forced. 

In raw materials, the physical di¬ 
mensions of the task are awe-inspir¬ 
ing and the situation is made worse 
by the institutional and organisa¬ 
tional difficulties. The quantities of 
ore and coal required to sustain 
18-19 m tonnes of steel production 
— 17 m tonnes of iron ore and 
washed coal above the levels of 
1962. ignoring for the moment die 
rising requirement for either export 
or other industries — simply can¬ 
not be raised except by fully me¬ 
chanised, large-scale mines. Where 
new areas are available for exploi¬ 
tation, as in the case of iron ore 
in Bailadilla or non-coking ooal in 
the Karapura field, the large-scale 
public enterprises can start from 
scratch without upsetting any vest¬ 
ed interests. This is clearly not 
going to be possible in coking coal 
where practically all known depo¬ 
sits are already leased out, many 
of them to small producers. The 
latter do not have either the will 
or the resources to go in for large 
scale development, but there is no 
dislodging them under the Govern¬ 
ment’s present policies. This means 
that valuable reserves will continue 
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|^' r to remain untapped because pro- 
• perty rights Stand in the* way of 
their XuII utilisation*. There is the 
well-known case of the 2 ni too 
mine which the \i:DC is develop¬ 
ing with Polish assistance at Su- 
damdih, near Dhanbad, where a 
styia]} owner's refusal to sell out his 
little patch has necessitated sinking 
two shafts in place uj one that 
Wight have served. While \ CD C 
goes ahead to gel the most that 
Sudttndih can yield, tint small 
owner will roniinue to operate his 
mine using bullock-powered haul¬ 
age to raise only a fraction of the 
output thul the reserves he is sit¬ 
ting on should yield, 

The same sorry situation obtain- 
in limestone where the best deposits 
in the steel hell have been corner¬ 
ed by small-time operators. Then* 
is reason to believe that good grades 
of limestone are finding their wav 
into uses for which quality is not 
decisive as in steel production. Al! 
that New Delhi lias been able 'o 
do so far is to restrict the issue of 
new mining leases by State (jovern- 
ments for areas known to contain 
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high grade deposit! but even in 
this it has not been too successful. 

These issue* of policy never gel 
into foeus, again because there is 
no central agency to plan for steel 
-n depth. H S L, which may have 
been expected to urge the larger 
national viewpoint on New Delhi's 
policy-makers, has failed to do so, 
perhaps because planning for the 
future has not been made an identi- 
ficable responsibility in its head¬ 
quarters organisation. 

Apart from the needs of future 
plants, there are major problems to 
be resolved in plants already in 
operation. The deteriorating qua¬ 
lity of coal is causing grave con¬ 
cern which has fed to the search 
for new techniques to offset adverse 
effects on productivity. Tata Steel 
is experimenting with injections of 
fuel oil in blast furnaces, arid may 
later take up oxygen injections. 
Other plants are. also thinking u n 
the same lines, Durgapur being 
already in the stage of discussing 
oil injection with the State-owned 
Indian Oil. It is far from clear, 
however, who is to take the ultimate 


decision since it is not a matter 
that can be left to individual plants 
in view of the foreign exhange 
cost of fuel oil. No one is quite 
sure whether planning for oil has 
taken into account the possibility 
ol this additional demand for fuel 
oil, already in short supply. 

Alternatives will also need to b*. 
considered before a decision on fuel 
oil can be taken. There is the 
possibility of injecting coke oven 
gas. a surplus of which can be deli¬ 
berately created at a steel plant by 
installing additional batteries and 
selling the coke m the market to 
the famished foundry and other 
industries. Another idea on which 
work is currently in progress at th" 
(.entral Fuel Research Institute i-> 
to use low ash, imported coal in a 
blend with domestic supplies. All 
these alternatives have to be evalu 
ated ami the final decision taken 
only after looking into all the rele 
van! factors. The responsibility foi 
the verdict falls on the Ministry 
but how is it to decide a complex 
issue like this without any indepen¬ 
dent technical advice available to 
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it ? It idle to expect a firm of 
consultants to pull the answer oat 
of a hat unless the relevant techno 
economic studies are first carried 
out in a properly coordinated 
manner. 

Even an economic and administ 
lative issue like the pattern of pric¬ 
ing has its technical aspects. Steel 
producers take the stand that orders 








for it. One consumers’ association 
has cited international examples in 
support of its view that producer? 
had been needlessly rigid. There 
is also the larger issue of rationa¬ 
lising the production programmes 
of the five producers on which there 
are wide differences between the 


private and public sector plants, 
Can we leave such matters to be 
decided by who shouts the loudest? 
As things stand, the Ministry can 
do little more than subject rival 
claims to routine scrutiny whereas 
it should be Offering the correct 
lead backed by independent techni¬ 
cal assessment of the merits of the 
question. 


Defence: Conventions and Conflicts 

Sharda Mukerjee 


In a parliamentary democracy, civilian control over military administration can never be questioned. 
It is one of the basic ‘tenets of any democratic govern meat. 

Yet, such control must never impinge on the authority of the commander within his Serihce, if he is 
to have the respect and obedience of his subordinates, so indispensable for maintaining the discipline and 
the morale of the fighting forces. 

How is the authority of Military Command reconciled with civilian control (in day to day working)? 

Civilian control is itself very subtle and the occasions for its exercise are reduced to the very mini¬ 
mum. And in establishing this subtle, yet unquestionable, control of the: civil, over military authority, con¬ 
vention and traditions play a vital part. 

[The author is one oj the few Members of Parliament who take a sustained interest on defence prob¬ 
lems and have made a special study oj them.) 


|T is left to military experts to 
assess how far the Ladakh and 
NEFA Operations were the culmi¬ 
nation of the so-called ‘Forward 
Policy’ of opening new posts, such 
as Galwan and Dhola. This happen¬ 
ed some three months before the 
commencement of hostilities. While 
the country was recovering from the 
excitement of the recent General 
Election and arguing about the in 
adequacies of economic growth, the 
short-falls in planning, and other 
such matters, the rumblings of what 
may well have been a disastrous war 
had already started. On the distant 
frontiers of our country, cut off 
from normal communications, facing 
the rigours of inclement weather 
and physical hardships, a few soldiers 
clustered in small groups on high 
mountain posts, were trying to guard 
the safety and honour of their 
motherland. The question is: What 
brought about the opening of the 
Galwan and Dhola posts without the 
necessary logistic support of com¬ 
munications, supplies and man¬ 
power?. Was this a decision taken 
on the recommendation of the 
Chiefs of Staff Committee or 
was it mainly a Government deci¬ 
sion remains unanswered so fax. 


While the official statement on the 
findings of the NEFA Enquiry is 
still to be made, It is becoming evi¬ 
dent that whereas even a brief ex¬ 
planation might have satisfied Par¬ 
liament in the early critical days, 
now, with the time-lag of nearly 
ten months, the Government may be 
faced with a barrage of unpleasant 
criticism and interrogation. 

The NEFA disaster saw the exit 
of three key men in the Defence 
Organisation, the Defence Minister, 
Krishna Menon; Gen Thapar, the 
Chief of Army Staff; and Lt Gen 
Kaul, the Commander of the Task 
Force in the NEFA. In keeping with 
military traditions that defeated 
armies do not follow defeated gene¬ 
rals, the two generals could not con¬ 
tinue as commanders. Confronted 
with opposition from Parliament and 
his owrv Party, the Prime Minister 
was compelled to accept the resig 
nation of Shri Krishna Menon. Now 
in a comparatively calm atmosphere, 
one can question and assess, as far 
as it is possible under the circum¬ 
stances, with the aid of such Gov¬ 
ernment statements and papers as 
are presented to Parliament from 
time to time, the weaknesses in the 


present system of Defence organisa¬ 
tion. 

Human nature is ever the same. 
Therefore, I cannot agree that the 
change of personalities will bring 
anything but a temporary change 
in given situation unless adequate 
safeguards are provided. Faced With 
the same temptations of the glory of 
victory and success, there is no gua¬ 
rantee that the same mistakes will 
not be committed again. It is, there¬ 
fore, essential that the decision-mak¬ 
ers of our country should examine 
carefully the present system and 
correct its weaknesses so' as to en¬ 
sure our future national security. 

Cabinet, Committees and 
Co-ordination 

In a nascent democracy such as 
ouis, the immediate problem is that 
of co-ordination and teamwork, to a 
greater or lesser degree, among seve¬ 
ral units, each performing specialis¬ 
ed functions. In Defence, this pro¬ 
blem assumes unusual proportions. 
On the one hand we have inherited a 
political legacy of pacifism and, it 
must be admitted, factionalism. We 
have to learn the meaning of team¬ 
work. The military commanders 
who, by the very nature of their 
work, are accustomed to having 
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their own way, are liable to be im¬ 
patient with the methods and atti¬ 
tudes of politicians and civilians: 
Unlike England, where moot politi¬ 
cians have had some experience of 
military service, and are, therefore, 
well able to understand and appre¬ 
ciate military problems, In India, 
there can be little in common bet¬ 
ween statesmen, civilians and soldi¬ 
ers. Yet men of such widely differ¬ 
ent educational ana ideological back¬ 
grounds are required to work in close 
and constant co-operation with each 
other if any measure of success is 
to be achieved. It is understandable, 
therefore, that although we have 
adopted the British pattern of Def¬ 
ence by Committees, the results are 
not necessarily the same; for Britain 
has evolved a system to suit her 
particular requirements whereas, 
we have tried to transplant a ready¬ 
made system to which we hope to 
graduate in course of time. Conven¬ 
tion and tradition play a vital role 
in establishing a subtle yet unques¬ 
tionable civilian control over military 
administration. Nevertheless, such 
control must not impinge on the 
authority of the Commander within 
his service, if he is to have the res- 
aect and obedience of his subordi¬ 
nates, so indispensable to the main¬ 
tenance of discipline. 

The Emergency Committee of the 
Cabinet, earlier known as the Defence 
Committee of the Cabinet, functions 
under the chairmanship of the 
Prime Minister, with the three Chiefs 
of Staff as technical advisers and 
is in fact the highest policy-making 
Defence Committee today. Apart 
from the Prime Minister, it3 mem¬ 
bers consist of the Defence Minister, 
the Finance Minister and such 
other Cabinet Ministers as the Prime 
Minister invites. One hears that re¬ 
cently Biju Patnaik, the Chief 
Minister of Orissa, has been includ¬ 
ed in the Committee. Apart from 
this there is the National Defence 
Council which is a vast and amor- 
ihous body but which has no execu¬ 
tive powers or functions. 

The E C C corresponds to the 
British Defence Committee of the 
Cabinet. One would imagine that 
any major decisions regarding our 
Defence policy, which is inevitably 
closely linked with our foreign policy, 
would be taken by this committee. 
As the proceedings of this commit¬ 
tee are necessarily highly secret, 


one cannot know of the decisions 
taken by it but certain anomalies re¬ 
main unexplained. As far back aa 
1960, the Chinese threat was recog¬ 
nised by the military commanders 
while the Government continued to 
stress the importance of guarding 
the Pakistan border on the West and 
minimised the danger of possible 
Chinese aggression. In the mean- 
while, the inadequate progress made 
In building roads by the Tusker 
Force in Assam was allowed to go 
unheeded. Did the Government fail to 
recognise the importance of roads 
in the NEFA in case of a Chinese 
Invasion ? 

Gen. Thimayya, the Chief of Army 
Staff till two years ago, has stated 
in an article in the Seminar of July 
1962: 

“. we could never hope to 

match China in the foreseeable 
future. It must be left to the poli¬ 
ticians and diplomats to ensure 
our security”. 

The military commanders made 
no secret of the fact that the strength 
of the army and the air forces was 
below the minimum required for the 
security of our country. In any case, 
one understands that the military 
estimate of the requirements for the 
defence of Assam was two divisions. 
It is well-known that the strength of 
forces deployed there was much less. 
Taking all these things into consider¬ 
ation, it is still a mystery why anti 
how the Forward Policy was under¬ 
taken. 

British System 

The functions and powers of the 
Emergency Committee of the Cabi¬ 
net are not known precisely. In the 
British Parliament, the White Paper 
presented by the Defence Minister 
gives an accurate report of the De¬ 
fence Policy and an outline of the 
structure and plan of future develop¬ 
ment, Such not being the conven¬ 
tion of our Parliament, one can have 
no authoritative knowledge about 
Defence matters. 

While we have followed the Bri¬ 
tish system of committees at various 
levels, we seem to have omitted the 
very important principle of Parlia¬ 
mentary control over the broad poli¬ 
cies of the Defence Ministry. One has 
only to recall the debates in tho 
British Parliament over the Polaris 
to understand the active participa¬ 
tion of Parliament in Defence discus¬ 
sions. The affairs of the Defence 


Ministry are shrouded in deep mys¬ 
tery and the convenient answer to 
an inconvenient question is that It 
is ‘not in the public interest’ for the 
Minister to give the necessary in¬ 
formation. ThiB has had the effect 
of creating doubt and dissatisfaction 
in the country at large and of allow¬ 
ing the Ministry to escape the salu¬ 
tary check of Parliamentary critic¬ 
ism on its failures ' and shortfalls 
till it is too late to avoid serious 
damage. The Defence Debate in 
Parliament amply brought out the 
disappointment of the members over 
the inadequacy of the Defence Re¬ 
port. 

The insufficient supply of proper 
equipment and material to the NEFA 
forces has given rise to angry com¬ 
ments. Perhaps it is time Defence 
Production was made into a separate 
ministry something on the lines 
of the Ministry of Supply in Britain 
- to detach it from the general at¬ 
mosphere of secrecy which enve¬ 
lopes the Defence Ministry. One 
rould then hope to have a reasonably 
independent approach from the 
Ministry of Defence Production to 
the procurement of equipment from 
foreign countries or the indigenous 
manufacture of such equipment in 
the public or private sector. 

Rethinking on Defence 
Organisation 

Recent events have proved beyond 
doubt that the organisation of de¬ 
fence requires to be re-examined and 
put right. Enlarging military man¬ 
power and the supply of proper and 
adequate equipment will be of little 
use If we are not able to utilise these 
resources advantageously. Accom¬ 
plishment of results in Defence, aa 
in all Departments, depends partial¬ 
ly on the existence of co-ordination 
and of a suitable collaborative ma¬ 
chinery. What should be done to 
tighten up and revitalise the prevail¬ 
ing system is a matter for the con¬ 
sideration of the decision makers of 
our country. Comparison with the 
Anglo-American system suggests 
some possible changes, all of which 
may not be feasible in India. 

<1) The appointment of a Sup¬ 
reme Commander in overall charge 
of the three Service* with the three 
Service Chiefs responsible to him. 
Without the long-established tradi¬ 
tion of democracy and the force of 
public and Parliamentary control, 
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developing country urgently needs I 
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the Second Plan target of installed 
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—and that Is exactly the contribution 
Siemens have made to power genera¬ 
tion In India I 

All over the world, the name' Siemens 
stands for high quality in electrical 
equipment and service. In India, with 
their wide manufacturing experience 
and engineering skill. Siemens continue 
to make conspicuous contributions to 
industrial progress. 
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the appointment of a Supreme Com¬ 
mander may well prove troublesome. 
Therefore, for the present at least, 
it would be inadvisable to follow 
the West in this respect. In England, 
Lord Mountbatten is the Chief of the 
Defence Staff. In America the same 
system prevails. 

(2) A Defence Minister with wid¬ 
er executive powers. This rather de¬ 
pends on the Prime Minister and the 
current situation In the country to¬ 
gether with the personality of the 


minteter concerned. 

(3) The appointment of effective 
Subcommittees of the K C C to deal 
with matters like co-ordination, plan¬ 
ning, operations and civil defence. 
At present these functions are left to 
the Services Headquarters. Such com¬ 
mittees can be effective organs of in¬ 
ter-service coordination. It is suggest¬ 
ed that some experienced, retired Arm¬ 
ed Forces Officers should be Included 
In these Commutes — for example, 


(ten Thlmayy* and Oen Ttwrat both 
of whom are at present oh the Na¬ 
tional Defence Council. These men 
are capable of rendering valuable 
service to the nation. The advan¬ 
tage of such sub-committees of the 
E C.C would bs that they would be 
directly responsible to the Prime 
Minister. In this respect, military In¬ 
telligence and civil defence both of 
which are not entirely under the 
Defence Ministry, should have a 
prior place. 


Capital View 

The Politics of Amorphousness 


Romesh Thapar 

Can the Congress Party continue or an enveloping, conditioning force in Indian politics if it aban¬ 
dons the socialist pattern at home and non-alignment abroad ? 

Is democracy viable in an underdeveloped country without the espousal of a national minimum pro¬ 
gramme by the ruling party ? 

Does the very nature of the Indian State, with its marked regional and other pressures, dictate a non¬ 
partisan approach ? 

These are the crucial questions in the current debate on India's emerging future, questions which 
every politician in the country is beginning to ponder over, knowledgeably or otherwise, before he takes the 
plunge into the politics of polarisation or the politics of amorphousness. 


the very moment when the 
international situation is under¬ 
going the kind of deep and all¬ 
round change which permits India 
to re-assert her non-aligned position 
without endangering her essential 
defence needs, a strange story of 
our diplomatic bungling and in¬ 
competence is beginning to un¬ 
fold. It looks as if certain partial 
military commitments, entered into 
during the confused and uncertain 
days of October, November and 
December of last year, have been 
allowed to condition subsequent 
negotiations on various matters 
and that we are to be confronted 
with this embarrassing evidence of 
our panic precisely when the situa¬ 
tion in the communist world has 
taken a decisive shift in our favour 
and against our Chinese adversa¬ 
ries. So sinister is the timing of 
the leaks and disclosures that a 
psychopathic mind would be tempt¬ 
ed to conclude that the Maoists 
have skilful allies every where! 

Naturally, the foreign press corps 
has a fascination for air ‘um¬ 
brellas’ and ‘parasols’. Newspapers 
back home’ seem to think that the 


future of India is dependent on her 
attitude to these devices. But the 
policy-makers in the Capital would 
rather under-play the story. It is 
argued that we have to find some 
way of ensuring our air defence in 
an emergency until such time as 
we can produce the planes and the 
pilots ourselves, and that the nego¬ 
tiations with the West are bound 
to take a tortuous course because 
of Pakistani interference. 

Providing A Base 

Despite powerful proddings from 
interested quarters, the opinion 
still prevails that India would be 
foolhardy to permit the permanent 
stationing of foreign air forces on 
her soil in any form. It is main¬ 
tained that so long as India it 
able to build a network of fully 
serviced airfields, supported by the 
necessary radar systems, foreign 
air support from any quarter could 
move in at short notice. The theory 
that air exercises over possible 
theatres of war are essential is ridi¬ 
culed and seen as a ruse to exploit 
India’s nredicaroent. The existence 
of a reliable \ base for air opera¬ 
tions in a potential war theatre is 


seldom assured, for who can tell 
where the explosion will actually 
occur? And India is committed 
to preparing such a base. 

Those who still bother to think 
out problems dispassionately re¬ 
call that several years ago, when 
Marshal Zhukov of the U 5 5 R 
visited India, some such plan to 
.build ‘reception centres’ for a sup¬ 
porting air force was mooted. 
This was at a time when Pakistan, 
with U S support, was becoming 
belligerent. Marshal Zhukov, 
whether authorised or not, is be¬ 
lieved to have suggested that little 
else was required. Indeed, if con¬ 
fusion is genuine today, what pre¬ 
vents the G 01 from trying to ob¬ 
tain an independent assessment of 
these schemes for ‘umbrellas’ and 
‘parasols’? It would also help to 
liberate us from the obsession of 
those who seem to see salvation 
only in a panicky and embarrass¬ 
ing commitment. 

Voice of America 

The foreign press corps, or at 
least a large percentage of it which 
has yet to learn to understand 
events in the Indian context, is not 
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nearly to worked up about the 
extraordinary decision to permit 
the Voice of America to broad¬ 
cast from Indian territory. This 
shameful decision — and it cannot 
be otherwise described — is sought 
to be presented ss a kind of pro¬ 
fitable barter deal by which India 
is able to gel one of the world’s 
most powerful transmitters in re¬ 
turn tor 3-hours daily broadcasting 
time for the V 0 A for a period of 
five years. In actual fact, it is the 
first tangible evidence of a drastic 
and naked violation of national 
policy, violation which is going to 
become the fix us of heated con¬ 
troversy as soon as Parliament 
meets. 

From what one can gather, the 
agreement between the G 0 1 and 
the USA, authorising the VO A 
to use the one million watt trans¬ 
mitter to be installed in Calcutta, 
was approved on both sides over 
a month ago. The ‘negotiators’ 
knew what they were up to, for 
secrecy seldom associated even 
with military matters surrounded 
this violation of national policy 
And, what is rnoie. the approval of 
the Ministry of External Affairs 
and the assent of the Prime Mini¬ 
ster was obtained without any diffi¬ 
culty. It would lie most interest¬ 
ing to know why this was done. 
Surely not because there was a 
shortage of foreign exchange, us is 
being made out. Just one rrore ! 

Anger Against neat 

The secrecy about the negotia¬ 
tions continues at a moronic level. 
The official spokesmen of the 
Ministry for External Affairs would 
have us address our queries to the 
Ministry of Information and 
Broadcasting — as if this matter 
is of no concern to them. Very 
soon the only comment forthcoming 
will he that the Prime Minister was 
misinformed about the implications! 
But what consolation does this pro¬ 
vide? For whatever it is worth, 
there is a possibility that this 
agreement which infringes upon 
national sovereignty will he chal¬ 
lenged in the Supreme Court as 
ultra vires of the Constitution 
which does not permit such ‘barter 
deals’ without proper constitutional 
processes. 

While the mounting anger of the 
non-aligners in India is understand¬ 


able, what persuaded the U S State 
Department to push through a sche¬ 
me of this kind? A transmitter in 
Calcutta dose not in any way aid the 
communication of U S ideas to the 
regions of South-East Asia, for 
there is one already crooning its 
propaganda from Manila. Unless, 
of course, the idea is to cover South 
and West Asia! As for China, the 
whole effort is a waste of time. 
Was the scheme thrust upon an 
unwilling India when Pakistan and 
other ‘allies’ had made it quite clear 
that they were not prepared to 
offer facilities? Or were we per¬ 
suaded on the plea that acceptance 
would steamroller opposition in 
the U S Congress on arms aid ? 

New Discoveries 

If this is the ‘Nu-type’ barter 
shop which we are setting up, we 
might as well pull down the signs 
which say that we are indepen¬ 
dent, non-aligned and socialist. 
Yes, and this will hold true even 
if we offer ‘the other side’ the same 
barter treatment. The world is 
getting tired of our pretentions and 
posturings, so tired in fact that in 
many quarters hitherto friendly, 
the false propaganda that we are 
the Voice of America is increas¬ 
ingly accepted. 

May be, we are being a teeny 
weeny bit too sensitive about the 
meanderings of the G O I in these 
difficult days. May be, the amorp¬ 
housness in our policies is a re¬ 
flection of the amorphousness of 
our politics — the amorphousness 
which the Prime Minister now 
sees as tile secret of India’s ordered, 
gradual and democratic progress. 
May be, we are on the verge of a 
new ‘discovery’ — that through the 
politics of amorphousness v,e have 
prevented the explosion of the 
violence which is stored up in the 
massive structures of caste and 
community, that the unsettled 
situation all around us in Asia is 
due to the incapacity of other 
leaderships to grasp this vital 
lesson and to emulate it. May 
he .... May be .... hut .... 

Collapse of Fundamental Policies 

1 do not remember any time du¬ 
ring the two years that I have been 
viewing the goings on in the Capital 
when » many independent, think¬ 
ing people have had grave forebo- 
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dings of the collapse of our funda¬ 
mental domestic and foreign poli¬ 
cies despite the propaganda to the 
contrary. This growing opinion 
which is informed and influential, 
also refuses now to treat the Prime 
Minister’s responsibility for this 
stale of affairs as something sepa¬ 
rate. The perceptible sharpening 
of reactions may. well be due parti¬ 
ally to the presence in the Capital 
of U S army personnel, who are 
now making their presence felt at 
restaurants and night clubs, but it 
would be dishonest to ignore the 
political content of this developing 
trend. 

The plea that joint air exer¬ 
cises, V 0 A broadcasts from Cal¬ 
cutta, the presence of military 
‘advisers’ and such things do not 
vitiate the non-aligned status of 
India is puerile. The political re¬ 
percussions of all these are far-re¬ 
aching and the sooner we realise 
this, the better. The threat ol 
Chinese aggression does not con¬ 
vince. for there is the example of 
Nasser who gets what he wants 
from all sides but will not permit 
any outside meddling in his poli¬ 
cies and programmes. What is 
possible for Nasser, it can be 
easily maintained, j s possible for 
Nehru. What, then, prevents the 
break through ? 

The Neliruints 

‘We can’t do anything with him, 
and wr can’t do anything without 
him’. 7’h is angty. but pertinent, 
comment of a politician who has 
spent the best part of his life word¬ 
ing the Nphru Fine sums up the 
spiritual exhaustion of that sizeable 
body of opinion at the Centre and 
in the Stales which fully endorses 
the broad objectives of Congress 
policy, but is now unable to find 
the weapons with which to imple¬ 
ment that policy, Not so long ago, 
Nehru had merely to snap his 
fingers and action followed. This 
is not so today. 

The anger of the Nehroists can 
be quite easily explained. Year 
after year, and particularly since 
the death of Vallabhbhai Patel, they 
were able to assert their influence 
over a suheontinent through the 
incredible hold exercised by their 
leader. But during this period, 
the Nehru ists refused to dirty their 
hands with the chores of political 
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organisation; they patterned them- 
selm on their leader who looked 
disdainfully tipon organisation men 
as the scavengers ol politics. To¬ 
day, the leader does not lead. He 
is surrounded by men who decry 
his policies, but he continues to 
tolerate them. Yet, he could get 
rid of them -— and put the 
Nehruists in the saddle. Small 
wonder that the frustration be¬ 
comes bitter when the few known 
Nehruists find themselves removed 
from the presence of their leader. 

P M’s Loud Thinking 

There is irony in the situation. 
The Nehruists, in their manoeuvr¬ 
ing* for power and position, have 
lost sight of the fundamentals of 
their position in regard to the 
attack on poverty and the assertion 
of India’s national interests 
abroad.' They criticise Jawaharlal 
Nehru not on ideological grounds, 
but for his refusal to act decisively 
in their support for fear of offend¬ 
ing the dominant rightists in his 
Cabinet — a factional battle which 
he has always refused to join be¬ 
cause it would reduce his status as 
a national leader who is above such 
petty squabbles. They fail to see 
that the very presence of Jawaharlal 
Nehru, even at the head of a 
paralysed government, gives them 
the opportunity to restore their 
roots in the party organisation and 
provides them the essential liberties 
without which they cannot hope to 
establish their ideological hegemony. 

This grave failure has been right¬ 
ly seized upon by the non-Nehruists 
to press for a watering down of 
policies, or what is called a realis¬ 
tic and practical adjustment. The 
Prime Minister, conscious that th" 
major casualty of sixteen years of 
independence has been ideology, 
and aware only of the intense, un¬ 
principled factional activity around 
him, attempts politically to philoso¬ 
phise on this unhappy situation. His 
loud thinking about India being a 
‘mixed’ country is Intended to pro¬ 
ject the theory that the amorphous 
approach is the only guarantee for 
the unity, cohesion and progress of 
some 450 millions, that any other 
approach would result in a sharp 
polarisation between the right, the 
left and the centre, that may lead 
to an explosion. 

The proponents of this point of 


view claim that experience teaches 
that the stability of a gradualist 
socialist development in tne back¬ 
ward regions of Asia is largely 
dependent on the effective function¬ 
ing of movements which command 
overwhelming majorities because 
they embrace several competitive 
ideologies. Once these movements 
splinter, a serious deterioration in 
tbe political situation follows and 
can only be remedied by an autho¬ 
ritarian regime which can break 
through the confusion and chaos. 
Some such realisation, it is pointed 
out, is behind the campaigns launch¬ 
ed by several prominent Asian and 
African leaders in support of whal 
they call the single-party system. 

The Indian National Congress is 
described by some enthusiasts as an 
advanced type of single party. It 
conditions the political life of the 
country, hut while doing so, permits 
other groups to play a peripheral 
role. It has the sophistication and 
skill to absorb whole sections of the 
political and economic programmes 
of other groups when these win 
national popularity. It embraces a 
kind of national minimum program¬ 
me which it elaborates or trims ac¬ 
cording to the play of the competi¬ 
tive ideological trends within its 
following. It abhors polarisation. It 
elevates the politics of amorphous- 
ness to the level of a political 
doctrine. 

AM this may sound like so ranch 
mumbo-jumbo to ears trained in 
Communist, Socialist and Swatantra 
schools, but the fact remains that 
the processes described have taken 
place and are taking place. On how 
many occasions, before and after 
Independence. has the Congress 
Party ‘taken over’ a communist or 
socialist slogan ? Would it not be 
true to say that even as the ‘take¬ 
over’ was ordered, the Congress 
leadership launched on the modifi¬ 
cations, elaborations and trimmings 
of the slogan so as to reduce it to 
a sufficiently amorphous state ? And 
who would deny that similar adjust¬ 
ments did not take place even in 
the leading cadre of the Congress 
Party to reflect the dominant natio¬ 
nal mood ? 

Even as I write, Gulzarilal Nanda 
has managed to persuade disgrunt¬ 
led and increasingly aggressive all- 
India trade union organisations to 
hold hack the threatened strike 


move -i— this, at a time when prices 
are out of control. He could not 
have done it had he refused, mulish* 
ly, the right of the trade unions to 
campaign against those features ol 
the Desai iiudget which are un¬ 
acceptable to them; this position 
was probably taken with the full 
knowledge that modifications in the 
tax proposals are in the offing. 01 
such stuff is the politics of amor¬ 
phousness made. 

Other Example* 

Then again, the Communist Party 
works overtime to find a way of 
linking itself with the policies asso¬ 
ciated with the name of Jawaharlal 
Nehru, although the bulk of these 
policies stand either changed or 
abandoned. It indulges in this now 
fairly massive effort because deep 
down there is a feeling that thw 
linkage to what looks like a national 
minimum programme is the only 
sure way to survive the present em¬ 
barrassing challenges and ultimately 
to push forward to power. And this, 
when one-third of its leadership is 
in jail for alleged pro-China senti¬ 
ments and activity ! 

Another interesting example is 
that of Ram Manohar Lohia. He 
employs a familiar gambit, but 
with startling new variations. Even 
as the Praja-Socialists begin their 
entry into the amorphous Congress, 
Lohia gives the call for another 
equally amorphous competitive or- 
ganisation composed of the ‘best’ in 
every party, including the diametri¬ 
cally opposite Communists and Jan 
Sanghis. And he is taken seriously. 
His first impact is already notice¬ 
able on the ranks of the Jan Sangh; 
a large and influential section is 
responding to Lohia’s neo-amor- 
phousness ! 

Amorphousness through Clarity 

Just in case too many of us are 
being carried away, consciously or 
unconsciously, by the theory that 
amorphousness itself helps build the 
viable single-party State — and this 
is not so difficult, considering that 
of late I have heard people say that 
like ancient Hinduism the modern 
Congress Party has become an amal¬ 
gam of a multitude of trends — 
it is necessary to warn that the poli¬ 
tics of amorphousness do not take 
birth or nourish in amorphous think¬ 
ing. Clear attitudes on short and 
long term objectives and an extra¬ 
ordinary sensitivity to respond to 
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the mercurial moods of a sprawling 
complex nation, are demanded; the 
moment these are blunted, paralys¬ 
ing confusion follows. 

Surveying the sixteen years of 
freedom, it is apparent that Jawahar- 
lal Nehru symbolised in a remark¬ 
able way in his thought and action 
the politics of amorphousness. But, 
today, this is no longer true. The 
paralytic confusion at the Centre 
and in most of the States, together 
with the tragic inability of the 
leadership to evolve a coherent do¬ 
mestic and foreign policy in the 
present crisis, suggest that we are 
again about to witness the battle 
between those who believe in pola¬ 
rising the situation and those who 
would keep it amorphous. Both beli¬ 
eve in confrontation but, judging 
from the trends, the polarisers ap¬ 
pear to be fighting a losing battle 
-—but only to the extent that there 
is a return to clear thinking, or what 
the word-coiners would call ‘neo- 


NehruissT within the Congress Party 
and its ruling elite. Anything short 
of this will only assist the polarisers 
— a lesson to be learned from the 
last six months. 

Crucial Questions 

Are there enough stalwarts in the 
Congress Party, particularly at 
State level, who realise the implica¬ 
tions of the retreat from Nehru ism? 
Can the Congress Party continue as 
an enveloping, conditioning force 
in Indian politics if it abandons the 
socialist pattern at home and the 
non-aligned confrontation abroad ? 
Is democracy viable in an under¬ 
developed country without the 
espousal of a national minimum 
programme by the ruling party ? 
Could the established secular, non- 
communal policies survive without 
such a programme ? Does the very 
nature of the Indian State, with its 
marked regional and other pressu¬ 
res, dictate an apparent non-partisan 
appproach ? Was it just propitious 


fate that threw up men posfleseta 
the vision of a Gandhi or a Nehru 
men who in different stages of deve¬ 
lopment became the image of the 
nation, or was this phenomenon th* 
result of tangible, conditioning in¬ 
fluences ? 

These are the crucial questions in 
the rather ramified debate on India’ 
emerging future, questions whic 
every politician in the country is 
beginning to ponder upon, know¬ 
ledgeably or otherwise, before he 
takes the plunge towards the politics 
of polarisation or the politics o: 
amorphousness. But the plunge ei 
ther way will be motivated by 
complex inter-twining of factors, 
domestic and foreign. The Nehraistt 
and anti-Nehruists, the pro-Nehru- 
ists, the pseudo-Nehruists and the 
neo-Nehru ists — for this is whal 
political life has been reduced to— 
will have to re-think many of their 
shibboleths and dogmas before the 
fog, or smog, lifts. 
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South-East Asian Conversations 


K Krishna Moorthy 


“ Few if any in the countries of South-East Asia are prepared any more to accept India's assertions 
of non-alignment at face value ... As for our diplomats, their practice of non-alignment is on an unusual 
plane. They are not aligned to any general policy, but easily become aligned to the advocacy of policies of 
the countries to which they happen to be accredited”. 


This is how the author sums up his impressions of a three-and-half months’ tour of South-East Asia 
and Australia. This is a second look at the “South Asian Image of India” (Special Number, July 1961) 
from the changed perspective of Chinese aggression on India. 

[The author is the New Delhi correspondent of Far Eastern Economic Review, Hongkong .) 


H E , was a V I I P — short for 
Very Important Indonesian Per¬ 
sonage — and the opening gambit 
in our conversation naturally was 
the proposal of the Colombo Con¬ 
ference to bring India and China 
to a position of willingness to talk 
to each other. 1 asked the V 11 P : 
“Would you agree with me 
your country is a full party to 
the proposals of the Colombo 
conference ? ” “ Yes “ Would 

you agree with me that the Gov¬ 
ernment of India lias fully co¬ 
operated in the implementation 
of the proposals ? ” “ Yes 

“Would you agree with me that 
the Government of China has not 
cooperated .... ? ” “ No 

If I were an Indian diplomat I 
suppose my next course of action 
should have been to say “Satyameva 
Jayate” (Truth alone prevails) an 
appropriate number of times, thank 
the V I I P and retreat. 

But not being a diplomat, I asked 
him whether there was no differ¬ 
ence between Delhi’s total accept¬ 
ance of the Colombo proposals and 
Peking’s token acceptance in prin¬ 
ciple. The V I I P, whose training 
in the non-aligned approach is in a 
far more advanced stage than India’s, 
evaded the question and asked 
politely whether I, “in your wis¬ 
dom”, could explain the difference, 

India’s Difficult Demands 

Indonesian personages not so 
Very Important as he franklv talk 
of the difficulties in which the 
Indian position places them and 
other representatives of Asian na¬ 
tions, which are non-aligned. What 
Delhi and her diplomats ask for, in 
their opinion, is a firm declaration 
by them of being aligned with 
India in her issue with China. They 
think India’s approach is emotional. 


China does not ask them to come 
out in support of her claims. All 
that China expects of them, in their 
opinion, is that they advocate talks 
between the two countries. 

And what the Indonesian diplo¬ 
mats and others whisper in private 
is far different from the public poses 
of President Soekarno or of Foreign 
Minister, Subandrio. “Don’t you 
know that we are fundamentally op¬ 
posed to Chinese communists ? We 
may have working arrangements 
with our local communists — they 
are a fact of our political life — 
hut that does not mean we would 
let our country or our communists 
be forward patrols for Chinese com¬ 
munist expansion. Do you think 
honestly that all the arms we are 
now getting are to be directed 
against Malaya or Australia ? We 
do not want to be caught defence¬ 
less like you were. If the time 
comes when we have to face an ex¬ 
ternal communist threat, we want to 
ensure that we are strong enough to 
resist.” 

And from this they go on tn their 
opposition to Malaysia as a “British 
appendage” adding that “it is only a 
truly nationalist State that can with¬ 
stand communist or colonial powers, 
not weak-kneed adjustments with 
foreign interests.” (Here the criti¬ 
cism is of Malaya’s Tengku Abdul 
Rehman’s multi-racial approach 
which tolerates the Chinese commu¬ 
nity.) 

The Indonesians, somewhat justi¬ 
fiably. claim they are shrewd opera¬ 
tors in foreign policy. They are 
proud of the fart that they were able 
to tackle forcefully the question of 
people of Chinese origin. And in 
this they advertise how bold they 
were to face un to Peking and deal 
harshly with the problem. (Some 
Indonesian intellectuals sneeringly 


remark that there was, of course, 
the American Fleet which neutra¬ 
lised any physical threat from 
Peking.) 

Dealing with Indonesians 

Indonesians even at top levels do 
not take too much pains to hide 
their contempt for the other 
Colombo Conference nations. If 
at all anyone has the ear of the 
Chinese in Peking and anyone can 
arrange the coming together at the 
conference table of Indian and 
Chinese representatives, it is the 
Indonesians! This is a thesis which 
ib also accepted by some 
Indian diplomats. These diplo¬ 
mats advocate the policy of main¬ 
taining friendship with Indonesia 
at any cost. They say that after 
all, Indonesia is the world’s fifth 
biggest nation with 100 million 
population and the logical succes¬ 
sor to the imperialist power in the 
region. According to these theo¬ 
rists, acceptance of Indonesian sup¬ 
remacy in the region would help 
Djakarta over the years to take an 
anti-Peking stand. 

It would be foolish to assume 
that the emotional outbursts of 
Indonesia from time to time are 
accidental or signs of national im¬ 
maturity as some arm-chair Indian 
civil servants condescendingly re¬ 
mark. Indonesian emotional ex¬ 
plosions are often well-aimed, well- 
timed and purposeful. But Indian 
official and national response to 
Indonesian actions which have 
hurt us have been so Gan- 
dhian as to lead many 
Indonesians I have met to believe 
that India suffers from national 
sloth and that one can, therefore, 
take a lot of liberties with her. In 
dealing with Indonesia, it is neces¬ 
sary to understand the language 
which Djakarta understands. 
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My choice of a truck P FARGO of course 


Bhaiya, I have been a truck operator 
long enough to know that there can be 
no two opinions about the super¬ 
iority of Fargo trucks. For instance 
take Axles. A Fargo vehicle is fitted 
with Timken axles now known as 
Rockwell Standard which have a world¬ 
wide reputation. These axles have 
great load carrying capacity and 
are absolutely dependable-which 
means a great deal to us truck operators. 

There are several other superior features 
besides. Taken together they lead to only one 
conclusion, namely, that the Fargo is a great 
truck. It is great in hauling power, great in 
endurance, great in earning capacity. You’ll 
make Fargo your truck, too, I am sure 


FARGO truck" 



Manufactured by TH* PREMIER AUTOMOBILES LIMITCO, Bombay 
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There is * story current in Dja¬ 
karta's .diplomatic row of what 
happened when Indonesians harass¬ 
ed some French officials posted 
here. Because the Indonesians 
wanted the French to vacate some 
buildings, all of a sudden, die 
water and power supply to the 
buildings became irregular. The 
French were told that these build¬ 
ings were old and such things were 
natural. Hie French did not make 
any official protest. But one day 
after the Indonesian Ambassador 
in Paris had gone into his Embassy 
or residence, the road outside the 
gates were dug up for some “public 
works”. The French were sorry 
for the inconvenience caused to 
the Indonesian diplomats who 
could not take their cars out. The 
road in Paris was filled up after the 
French got back power and water 
in Djakarta. Whether this story is 
true or apocryphal is immaterial. It 
goes to illustrate the point that 
the effective language for Indone¬ 
sians ip not always diplomatic. 

It is not only in official attitudes 
to Indonesia that we have been 
behaving sheepishly. At the Afro- 
Asian Journalists’ Conference. for 
example, the Indian behaviour (and 
for that matter the Malayan) 
showed that we rightly deserve to 
he classified among the ‘old esta¬ 
blished order’. (That is in con¬ 
trast to Soekarno’s definition of the 
New Emerging Forces). In the 
face of the humiliating decisions 
decreed by the Indonesians with 
the support of 1 the Chinese, the 
Indians at the conference exhibited 
their lack of strength to stand up 
or even walk out in disgust. 

There is another basic reason 
which makes many Indonesians 
think that Indonesians and Chinese 
communists are comrades in poverty. 
We throw statistical data in the 
face of Indonesians to show how 
much we have progressed as a 
result of wise unrevolutionary 
policies. The Chinese tell the 
Indonesians: “We are in the 

same soup, in the same sort of 
difficulties in trying to develop. 
The bad big ones, Western and 
Russian, the rich whites pour sneer 
upon sneer as problems overwhelm 
us.” The Indonesian intellectuals 
often say that the Indians have de|> 
serted the Asian camp to join the) 
aneerers from the West, and the' 
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West include* Russia in the Peking 
and Djkarta definition. 

Or to quote an Indonesian mili¬ 
tary officer: 

“Your Nehru talk* of the great 
political stability his government of 
comp.-omise has given your country 
in the past sixteen yean. What has 
he done with the stability? How has 
the stability been achieved? 

“You blame us for our erase for 
arming, but now you have found 
that you have to take distressing 
steps to make up for your earlier 
negligence. What has your stability 
meant? Packing your services with 
men moulded in the same pattern 
as in the days of colonialism? 

“Your people talk of your being 
non-aligned. As for me. it is not the 
international political non-aligned 
claims that alone count. Your inter¬ 
nal system is completely aligned to 
the west. After all these years, you 
could find no way except to continue 
with English. A very West-aligned 
decision! I don't know whether the 
soiution could be Hindi or something 
else. I don't see any reasons why 
Madras or Gujarat cannot make do 
with their regional languages, if 
Thailand with, fewer than thirty 
million people can carry on its ad¬ 
ministration in Thai. . . Your leaders 
are full of alignment with foreign 
nations.” 

Two Ways of Facing Chinese 

Among the other Colombo Con¬ 
ference nations in the region, 
Burma is legitimately proud of her 
record of having been the first to 
commit the Chinese to an inter¬ 
national boundary agreement. The 
men in power in Burma do not 
meet foreign journalists freely but 
an editor put the Burmese attitude 
to India as follows: “There were 
two ways of dealing with the 
Chinese. One was to work for a 
compromise solution and the other 
to build up military strength, 
developing the capacity for a mili¬ 
tary solution. India has proved 
herself capable of neither”. 

In Cambodia, Prince Norodom 
Sihanouk, the head of State, was 
frank. My question to him was: 
“Many leaders in Asia seem to 
think that Nehru is no longer non- 
aligned. This was the impression 
1 gained on my visits to various 
countries. What is the impression 
of your Highness?” 

Prince Norodom’s answer was: 
“My Indian friends assured me 
while I was in India recently, that 
they are still non-aligned. I be¬ 
lieve them, I have trust in their 
assertions. I for one do not like 
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(This interview had an interest' 
ing sequel. The New China Newt 
Agency soon afterwards carried a 
report that the Prince had said 
that his Indian friends assured him 
that India was no longer non- 
aligned !) 


Answering my question, the 
Prince said that the international 
guarantee on Laos had proved un¬ 
dependable. When I asked him 
why, the Prince replied: “We 
called for an international guaran¬ 
tee on the neutrality of Cambodia 
simply because we wanted to know 
what countries are friendly and 
what countries are not so friendly; 
we do not propose just to trust the 
guarantees”. India is among the 
countries which have not responded 
to the Prince’s call by offering that 
guarantee. 


Some years ago perhaps India 
may have given that guarantee but 
today it is diplomatically impossi¬ 
ble for India since the Prince’s call 
is directed against his neighbours, 
Thailand and South Viet Nam. 


The common interest against the 
Chinese has brought Delhi and 
Bangkok a little closer. To quote 
Thanat Khoman, Thailand’s Foreign 
Minister: 

“I was the Thai representative _ in 
Delhi in the early day* after Indian 
independence. It was only recently 
that I visited your country again. 1 
felt that despite our day-to-day rela¬ 
tion*, all along India end we were 
in a way eitranged. There i* a 
greater level of understanding now 
and I suppose there will be greater 
exchanges at official and other level*”. 


Thanat Khoman also bemoaned: 

“One problem with which I have 
been preoccupied is to put forward 
the idea that Asian nations should 
not be impressed with or absorbed 
by alien notions and ideas- Our 
minds should not be filled with 
foreign notions like capitalism, com¬ 
munism, socialism — political or 
economic doctrines which came from 
outside the continent. We should 
base ourselves on our Asian heritage 
— independence and cooperation. 

“We must remember that many 
centuries ago, even when facilities for 
travel and communication were re¬ 
stricted, we could and did maintain 
useful contacts; we exchanged ideas. 
But with the improvement in com¬ 
munications, we seem to live apart 
from one another because we let our¬ 
selves be influenced by foreign doct¬ 
rines. We must build closer solida¬ 
rity, cooperation based On our an¬ 
cient doctrines”. 
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It will be a long time before the 
Tiiaii forget the sarcastic remarks 
of our international policy makers 
who laughed at SEATO as an 
arrangement between a giant and 
a pigmy. In the view of many 
Thais, it is the folly of. Nehru’s 
non-alignment which kept the 
country militarily weak. They 
would respect India more if she 
became militarily stronger. And 
the same strength would appeal to 
Burma and Indonesia also. (The 
reaction of a lop leader in Saigon 
to the Indian debacle in NEFA 
was one of shock. “We thought 
that India was about the only 
country in Asia which could with¬ 
stand tin- Chinese military to any 
extent".) 


The Thai Prime Minister, 
Marshall Sarit Thanarat, explained 
in an interview that the framing of 
a new constitution and dernocra- 
tisation in his country would be a 
slow process, “because we do not 
want to imitate any existing con¬ 
stitutions of other nations but to 
evolve one which will he in con¬ 
sonance with the characteristics of 
the Thuis and bring about a truly 
democratic framework”. It is easy 
to dismiss the Thai Prime Minister’s 
remarks with a shrug and a com¬ 
ment that after all that is what 
most of those who took power by 
force could be expected to say. But 
to my mind some further remarks 
of Marshall Sarit were significant. 
According to him, “l n Thailand 
we have been practising some 
types of democratic methods 
which may not even exist in other 
countries. Thai society, lor exam¬ 
ple. is a classless and casteless one. 
We believe that along with rights, 
obligations and duties should also 
exist side bv side". 


hr 

S' 1 * 


When Indian diplomats or 
travellers like me flaunt our demo¬ 
cracy and the record of three elec¬ 
tions in the fact* of other Asians, 
one question which haunts me is 
whether our form of democracy is 
♦he ultimate? To many other 
Asians, the inability of tlie Indian 
leadership to attempt an onslaught 
against the caste system is a despic¬ 
able compromise with an undemo¬ 
cratic social evil. An Indonesian 
friend of mine who is a professor 
«t the University of Djarkarta 
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keeps on asking me whether an 
election conducted in an orderly 
way once every five yean is all 
that goes to make a system demo¬ 
cratic. What about the total era¬ 
dication of feudalism, education op¬ 
portunities for all, freedom from 
alien influences? What is more 
important — the political concept 
of democracy or the social and 
economic priorities? 

Our Won-Aligned' Diplomats 

To the Indian diplomat posted 
in South-East Asian stations the 
lack of an overall policy means 
floating anchorless in a stormy sea, 
Few, if any, in the region are pre¬ 
pared any more to accept India's 
profession of non-alignment at face 
value. Non-alignment, to our 
diplomats, has perhaps come to 
mean the absence of any policy on 
anything. It is amusing to find 
some of them becoming strongly 
convinced quickly of the correct¬ 
ness of the attitudes of the govern¬ 
ments to which they happen to 
have presenter! their credentials. I 
have wondered what would have 
happened if Delhi suddenly switch¬ 
ed its representative in Kuala 
Lumpur to Djakarta and vice-versa 
at the height of the Malaya-Indo- 
nvsia confrontation? Or, sent our 
man in Bangkok to Phnompenh 
amid the excitement of the Thai- 
Carnbodian controversies? 

Not (hat the diplomats posted in 
various capitals are necessarily 
capable of absorbing the nuances 
of the various countries' behaviour. 
Ceneral ignorance of local languages 
place.- them at the mercy of locally 
recruited translators. It is sicken¬ 
ing that Delhi has not been able to 
find enough French-speaking diplo¬ 
mats for posting in Phnompenh or 
Saigon. Sometimes these diplo¬ 
mats are at the mercy of a low- 
paid interpreter who picks and 
chooses such of the local Press 
reactions as he considers fit for the 
diplomats to lead. I can cite the 
instance of a dramatic develop¬ 
ment some weeks ago in a south 
Asian capital which was reported 
in a non-English newspaper. A 
local airline official with whom 1 
had breakfast told tne about it and 
gave me the details that had appea.- 
ed in tin- newspaper. When I lolo 
phoned an Indian Embassy high- 
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up later in the day, he was bliae- 
fully unaware of what had happen¬ 
ed. The translator had not turned 
up that day! 

The officiousness of the External 
Affairs Ministry set-up also causes 
much heart-bum and many head¬ 
aches to our diplomats. In some 
cases, the. diplomats themselves are 
probably responsible for the em¬ 
barrassing faux pas committed in 
Delhi. There have been many 
instances of a member of a visiting 
Asian delegation feeling insulted, 
because of the breach of protocol 
ai a Delhi banquet. 

How to Lome Friend. 

Visiting Ministers sensitive to 
protocol cannot appreciate the 
'art that the representative of the 
Foreign Ministry who goes to re¬ 
ceive them has only the rank of a 
Minister of State. China’s Foreign 
Minister makes it a point to go all 
the way to Canton to receive a 
visiting Minister and lay out the 
red rarpet. If the first port of call 
of a Minister visiting India is Cal¬ 
cutta or Bombay, how properly is 
he received? 

I sympathise with the plight of a 
recent visitor who had in the plane 
made notes on a reply he presumed 
he would have to make to a wel¬ 
come address at the airport. On 
landing he found that welcome 
speeches were reserved for heads of 
State and Prime Ministers! Another 
head of State brought a gift to be 
given to the Indian Minister in 
waiting who would accompany him 
on bis long lour of India, to dis¬ 
cover later that such courtesies are 
reserved for a British Queen or an 
American President! For this 
Asian head of State. No. 

7 ailfderr. () U r diplomats nor¬ 
mally go out of the way to be help¬ 
ful to visitors from home provided 
they do not make unreasonable de¬ 
mands, but once in n while one 
does conie across specimens of a 
special breed. Like one who 
proudly affirmed his policy: “I 
huw not sought the help of any¬ 
body in my life, and 1 see no point 
in trying to help others”. Woe 
befall any Indian stranded in the 
city where this diplomat is posted. 




OIL INDIA LIMITED 


(A 50:50 Cooperative Enterprise of the Government of India and The Burmah 
Oil Company for Prospecting, Drilling, Production and Transport of Crude 
Oil from Upper Assam to Refineries in Gauhati, Assam and Barauni, Bihar) 


STATEMENT OF THE CHAIRMAN SHRI KHANOUBHA1 
K. DESAI, M.P.j TO THE SHAREHOLDERS ON THE OC¬ 
CASION OF THE FOURTH ANNUAL OENERAL MEETING 
OF THE COMPANY HELD ON FRIDAY, 21ST JUNE 1963, 
AT DULIAJAN, UPPER ASSAM. 

gentlemen : I have pleasure in presenting to you the 
Heport of the Directors, and the Annual Accounts of 
the Company for the year 1962. Owing to certain res¬ 
trictions imposed under the emergency, I regret that 
it has not been possible to circulate these Reports as 
usual. 





general-: The past year has been a most eventful one 
for our country due to the Chinese 
aggression and their attacks on our 
NEFA border in October. This event- 
_ - mm- . has had its repercussions, both directly 
J\n and indirectly on Oil India. Our oil- 

fields are situated in the North-East 
corner of Assam. At the height of the 
emergency last year it became necessary to make ar¬ 
rangements for evacuation of the families of our per¬ 
sonnel from the oilfields. I am glad to say that this 
was done smoothly and efficiently and within the short¬ 
est possible time. Subsequently, it has been possible 
to allow the families to return to their homes. Oui 
staff, however, stuck to their posts through the period, 
and carried on with the motto “business as usual”. I 
would like to pay here my tribute to the staff — labour, 
clerical and executive for the spirit of constancy they 
showed throughout. 

Security precautions due to the emergency required, 
however, a certain diversion of our resources, and this 
has resulted in some slowing down of operations and 
of our construction works. 


In a wider sphere the Chinese Aggression has high¬ 
lighted the need to maximise our production of petro- 
1< urn products both to save foreign exchange and as a 
vital necessity of our defence effort. As far as the 
Eastern area is concerned, steps are being taken bv the 
Government of India to expand the capacity of Barauni 
and Gauhati Refineries by 1966 so that the total pro¬ 
duction of refined products in this area including also 
the Digboi Refinery could he increased to over 4^ 
million tons. Naturally Oil India would have to make 
every effort to increase the production potential of 
crude oil both in our existing oilfields as well as in the 
new areas for which we have been granted exploration 
licences in order to meet as much as possible of these 
increased requirements. The Oil and Natural Gas 
Commission will be making a similar effort in their own 
areas in Assam. 

1 would now like to refer particularly to some of the 
highlights which marked our activities during the 
past year. 


royalty & explpration : I am happy to say that the 
dispute regarding Royalty has been 
satisfactorily settled with the Prime 
Minister’s award last November, which 
fixed this at a rate of Rs. 7.50 per ton 
and Oil India is now paying royalty 
on this basis, Soon after, we also ob¬ 
tained our prospecting licence for 1291 
sq. miles in Area ‘A’. Another application for explora¬ 
tion licence of 595 sq. miles is now pending before the 
authorities concerned. Arrangements for starting a 
seismic survey in the former area were taken in hand 
immediately, but this had to be postponed due to the 
Emergency. However, early in 1963, we decided to 
speed up the survey work and for this purpose, we were 
fortunate in obtaining the services of a seismic team 
from the Oil & Natural Gas Commission. The seismic 
survey started in March, 1963 and a considerable 
amount of work has already been done. Needless to 
say in the light of the latest requirements, these opera¬ 
tions including drilling of test wells will have to be 
carried out on the most intensive scale possible and this 
question is now engaging the Management's attention. 
I would like here to express my thanks to the Oil & 
Natural Gas Commission and the Ministry of Mines & 
Fuel for their assistance in making this survey party 
available and also express our appreciation of the 
very good work done by the seismic team in this rela¬ 
tively short period. 

oilfield operations : Last year, 25 wells were drilled 
of which 19 were oil producers, 2 dry 
and 4 await further testing. Our pro¬ 
gress in drilling was somewhat delay¬ 
ed, partly because of troubles in land 
acquisition during the middle of the 
year and later on with the slowing 
down of certain operations necessitated 
by the emergency. Owing largely to the assistance and 
cooperation given to us by the Assam Government and 
the local authorities, we were able to overcome the 
difficulties in regard to land acquisition and the work 
is now going on unhampered. 

Oil India can claim credit for two “firsts” in out- 
drilling programme. Recently we adopted the new 
technique of “Dual Completion” which would enable 
simultaneous production from two horizons in the same 
well. This is still more or less in an experimental 
stage though we have successfully drilled one dual well 
and the second one is in progress. Another new tech¬ 
nique which OIL adopted is directional (deviated) dril¬ 
ling in order to tap oil resources under the bed of the 
Burhi Dihing river: and up to date we have snccess- 
fullv rnmpletcd three wells through this method. This 
is the first time these technique' in oil drilling are being 
employed in India. 









cm we condition ing plant t Another major achieve¬ 
ment of this year was the completion of the Crude 
Conditioning Plant in Nahorlcatiya, the first one of He 
hind in any part of the world. The plant has been 
brought into commission from February, 1963, and 
conditioned crude is now being supplied to the Gauhati 
Refinery. A similar plant is under construction in 
Moran. 

pii’tUNF.s ; The 16” sector of our pipeline was put 
into commission in March, 1962, and 
has been supplying crude continuously 
to the Gauhati Refinery. I am glad to 
say that the 14” sector is also now 
ready for commissioning with the com¬ 
pletion of hydraulic testing in Febru¬ 
ary, 1963. Actually this testing would 
have been completed even earlier, but was delayed due 
to a number of pipe failures which had to be rectified. 

The 720 mile long pipeline connecting the oilfields 
in Nahorlcatiya and Moran with the Government Re¬ 
fineries is now ready and supplies to the Barauni Re¬ 
finery can start as soon as required. The final tele-com¬ 
munication facilities arc expected to be completed by 
October. 1963, but sufficient facilities have been install¬ 
ed already to enable the pipeline to be commissioned 
and operated manually. The Burmah Oil Company 
(Pipe lines) Limited, which superintended the design 
and construction of the work and the contractors who 
participated in this effort deserve to he congratulated 
on a difficult job well done. 

finance : In the financial sphere the outstanding event 
was the floatation of our Rs. 30 crores 
debenture issue to finance the rupee 
cost of the pipeline. This is the largest 
single debenture stock so far pul on 
the Indian Market and 1 would like 
to take this opportunity of placing on 
. recotd our deep anpreciation for the 

keen interest and invaluable guidance given bv the 
Reserve Bank of India and the State Bank of India in 
making this debenture issue a success. In addition, I 
would also like to thank all the many other financial 
and banking institutions who also gave assistance in 
the issue. 

A second major event related to the conversion of 
our Sterling overdraft of £ 10 million with the Bank of 
Scotland to a medium term loan. Arrangements have 
now been finalised for raising these funds partly by loan 
from hanking institutions, and partly by debentures 
floated in London by The Burmah Oil Company Limit- 
« , and this amount will now be granted as a direct 
loan from the Bank of Scotland to Oil India repayable 
over a period of 15 years. ' 

I should like to refer briefly to our Profit and Loss 
ccount for this year. Owing to certain recurrent 
troubles in the Refinery the offtake of crude by Gau¬ 
hati was much less than anticipated. The commission¬ 
ing Of Barauni Refinery has also been delayed and it 
»s now expected that the first stage will go on stream 
only in October-Decemhrr, 1963. The result has been 
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a corresponding curtailment in our sales of crude oil, 
the total being only 5,50,000 tons. Our unit cost* of 
. production excluding drilling and development costs 
have improved, the figures being Rs 8/- per ton in 1962 
as compared to Rs. 13/- per ton in 1961. On the other 
hand with the commissioning of the first stage of our 
pipeline and the creation of further assets in our oil¬ 
fields, we have to make a much larger provision for 
depreciation than last year. After taking into account 
the price adjustment under the Second Supplemental 
Agreement, providing for full depreciation for assessed 
properties and transferring last year’s surplus to the 
profit and loss account, we have recommended a final 
dividend of Rs. 90/- per share for the year 1962. An 
interim dividend of Rs. 40/- was declared and paid in 
December 1962, and the remaining Re. 50/- is now 
being paid. The net return on equity /for 1962 will 
thus be 6f% after deducting dividend tax. 
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cas : A Special Sub-Committee set up for this purpose, 
with the representatives of the Assam 
Government has made a study of the 
problems connected with the produc¬ 
tion and supply of gas from our oil¬ 
fields to potential consumers and has 
mude certain recommendations which 
are now being considered by your 
Board. It is expected, however, that the actual demand 
for gas will only develop in about 2 years time when 
the State Electricity Supply Board, and the Fertilizer 
Factory at Namrup commence production, along with 
the development of other industries in this area. Mean¬ 
while we have begun to supply gas requirements to 
some of the surrounding tea gardens in Assam and we 
are also continuing to sell our gas to meet the require¬ 
ments of the Assam Oil Company. 

STAFF : The year 1962 was the first year in which 
Oil India directly employed its own 
J-5r"^5x4 sta ^ un< ^ became a distinct and sepa¬ 
rate organisation. As from January 1st 
1962, we had taken on our own pay 
rolls all the stuff required who were 
hitherto employees of the Assam Oil 
Company Limited although the Assam 
Oil Company will continue to render certain residuary 
services under a new services agreement which #e have 
concluded with them. As you would gather from what 
1 have said, the year has been marked for Oil India by 
some notable achievements and I would like to record 
here my appreciation to all the staff for the loyal servi¬ 
ces rendered and the good work done by all the em¬ 
ployees of the Company, during the year. I would also 
like to thank my colleagues in the Board for their active 
assistance and cooperation on all occasions. In parti¬ 
cular, I would like to mention Mr. ). C. Finlay, Manag¬ 
ing Director and Shri P. Govintjan Nair, Financial 
Director, who have worked most closely together to 
make this year a successful year for Oil India Limited. 

u M- • .* r °W° nunit r of expressing my thanka to 
the Ministry of Mines & Fuel and the Government of 
Assam lor their valuable assistance. 
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From the London End 


Rethinking on Aid 


There has been, in recent years, a great deal of heart-searching on the form that aid for develop¬ 
ment should take, • 

Should it be in grants or loans, and should loans be hard or soft? 


Should aid be provided on a bilateral or a multilateral basis? And should if be provided by Gov » 
ernment organisations or private agencies? 

Should aid be tied in any form, either to imports from the aid-giving countries or to specific pro¬ 
jects in the recipient countries? 

A brief assessment of the developing attitudes on these questions is attempted below. 


'J'HE growing gap between the 

rich and poor countries of the 
world has led to a serious reassess¬ 
ment of the whole problem of aid. 
Though a certain measure of aid 
has been channelled into the deve¬ 
loping countries during the last 
fifteen years, this has had little 
impact in reducing the gap, and 
falling commodity prices have more 
than cancelled the benefits of this 
aid to the foreign exchange re¬ 
serves of the les9 developed coun¬ 
tries. Apart from the fact that — 
publicly at least — the conscience 
of mankind is no longer prepared 
to tolerate the great and growing 
differences between the industria¬ 
lized and the developing countries, 
it is also recognised that in the final 
analysis the prosperity of the richer 
countries depends upon the pro¬ 
sperity of the primary producing 
countries. Declining export earnings 
inhibit the capacity of these coun¬ 
tries to import from the developed 
countries, and this, in turn, has 
serious repercussions on the econo¬ 
my of the industrialized nations of 
the world, who, through modern 
methods of production, have an 
exportable surplus of the type of 
capital equipment required to raise 
the living standards of the less 
developed areas. 

To Win Friend* or Help 
Development? 

Therefore, added to the philan¬ 
thropic considerations, there arc 
sound economic reasons for mak¬ 
ing the aid that is provided more 
effective, and there. is little doubt 
that so far, despite good intentions* 
this aim has not been achieved. 

In the immediate post-war period, 
the Americans, who then had no 
balance of payments problem, 
poured money out indiscriminately 


for political purposes, in order “to 
win friends and influence people”. 
However, since many of the areas 
to which this aid was channelled 
had no proper development plans, 
the money was spent on consumer 
goods — particularly flashy Ameri¬ 
can cars — and little impact was 
made on the economic problems of 
the countries to which this aid was 
channelled. The American tax 
payer bitterly resented the drain 
to these countries which showed no 
tangible return, while smaller 
quantities of aid, more strategically 
placed and offered on better terms 
by Russia, seemed to have more 
propaganda effects. 

On Continuing Basis 

Another important point that has 
now been realised is that aid can 
no longer be considered on an 
ad-hoc, short-term basis — the 
European Recovery Programme 
(the Marshall Plan) which was 
launched in 1948 was only a stop¬ 
gap measure to get Europe on its 
feet again. It was designed to be 
winded up after four years and the 
aid was justified on the ground 
that a grant of this nature would 
spare the burden of servicing foreign 
debts and help to restore the inter¬ 
national monetary system by end¬ 
ing the dollar shortage, and in this 
way provide Europe with the neces¬ 
sary foreign exchange to import 
American goods. Short-term aid 
of this type, however, is not appro¬ 
priate for the developing countries 
of the world because there is a long 
haul ahead before these countries 
can reach the period of “take-off” 
and become self-sufficient. And this 
is now well recognised. 

Aid. therefore, must he on a 
larger scale and on a continuing 
basis for quite a long time ahead- 


Thus the old idea of foreign aid as 
a temporary measure with emphasis 
on short-run objectives has been 
largely given up and financial aid 
is now seen by most of the lending 
countries as long-term aid to 
recipient countries for their long¬ 
term development plans. If it is 
to be effective, it must be dove¬ 
tailed into the development plans 
of the countries concerned, and a 
great deal more discretion must be 
exercised about the type of expendi¬ 
ture for which these loans are 
intended. The Mansfield Report 
produced earlier this year by a 
bipartisan Senate group headed by 
the Democratic Senator Mansfield, 
urged the U S to reconsider its 
South East Asia aid programme 
and- to make a thorough reassess¬ 
ment of security needs in that area. 
It points out that since 1950, $5,000 
million has been poured into 
South East Asia, hut the results 

cannot be valued at one-tenth of 
this sum. It suggests that no new 
countries should he added to the 
list of recipients and that the aid 
should not he expanded. 

There has been, in recent years, 
a great deal of heart searching on 
the form that aid should take. 
Should it be in grants or loans, and 
should loans he hard or soft? 
Should aid he provided on a 

bilateral or multilateral basis? 

Should it he provided by Govern¬ 
ment organisations or private 
agencies? Should aid be tied in 
any form, either to exports from 
the countries concerned or to parti¬ 
cular projects fn the recipient 
countries? 

A brief assessment of the atti¬ 
tudes that are developing on these 
points are listed below. 
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TRACTORS 


THE PRIME NEED 
OF THE HOUR! 


TAFE provides 
Indian farmers with 
the finest farm machinery 
to achieve the vital 
national task: 
Maximising our 
food 

production 


Tractors and Farm Equipment Limited 

Madras 


I 
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Grant or Loon, Soft or Sari Y 

Mott aid-giving countries pro- 
vide aid both in the form of grants 
and loans. U S A, the largest single 
supplier of aid, originally favoured 
grants, but has now shifted over to 
Joans in order to meet the persistent 
criticism of American taxpayers 
who believe that loans are a much 
more businesslike proposition. 
However, tbe growing recognition 
of the need for easier terms of re¬ 
payment has led to a greater em¬ 
phasis on soft, rather than hard 
Joans. 

Approximately half of U K’s 
total aid is in the form of grants, 
and such loans as it makes, are 
made on strictly commercial terns 
which cover U K’s own borrowing 
costs. The typical British aid on 
a loan basis is for approximately 
25 years with repayment beginning 
in the eighth year. Interest rates 
range from 4 1/8 per cent for a 
one year loan to 6 per cent for 15 
to 30 years loans. (This includes 
J per cent management charge). 

Countries like Belgium, Canada, 
the Netherlands and France, 
channel their aid mainly in the 
form of grants or similar contribu¬ 
tions. France extends loans with 
low rates of interest and very long 
repayment periods, mainly to coun¬ 
tries with which it has had long 
historical association. On tbe other 
hand, countries like West Germany, 
Italy, Japan and Portugal provide 
most of their aid in the form of 
loans — usually on strictly com¬ 
mercial terms. 

There is reason to be increasingly 
concerned about the terms on 
which aid is being provided. It is 
extremely doubtful whether many 
less developed countries can con¬ 
tinue to absorb increasing amounts 
of external capital on present terms, 
without running into serious diffi¬ 
culties in meeting their debt obli¬ 
gations. 

Lenders of Soft Loans 

The Development Assistance Com¬ 
mittee of the OECD (which grew 
out of the Organisation for Euro¬ 
pean Economic Cooperation in 
1961 and was a token of the grow¬ 
ing interest in providing inter¬ 
national economic co-operation) in 
its resolution on the Common Aid 
Effort adapted in March, 1961, 
calk not only for more aid to deve¬ 


loping countries, hut for increased 
assistance in the form of grants or 
loans on favourable terms. 

In broad terms, it has been esti¬ 
mated that for less developed coun¬ 
tries as group, the volume of exter¬ 
nal public debt (and the annual 
servicing of this debt by way of 
interest and repayment of principal) 
has more than doubled in the period 
1955 to 1961. An increasing num¬ 
ber of developing countries are 
entering a period where the annual 
payments in respect of debt servicing 
are likely to absorb quite a high 
proportion (sometimes substan¬ 
tially more than 10 per cent) of 
tbeir export earnings. The pro¬ 
blem is that many projects are slow 
yielding, and debt servicing falls 
due for repayment before additional 
foreign currency can be earned or 
saved. This is because loans are 
for short periods and carry sub¬ 
stantial interest rates. There are 
also budget problems for the re¬ 
cipient countries. When large 
sums have to be found each year 
for servicing debts, it is particularly 
hand to further sequeeze the already 
low levels of consumption to pro¬ 
vide for debt servicing in addition 
to new capital investment. 

IDA and Soviets 

The growing recognition of tbe 
need for organisations which could 
lend to the developing countries on 
easier terms than that provided by 
the World Bank led, at the end of 
I960, to the establishment of the 
International Development Associa¬ 
tion which was set up as an affiliate 
of the World Bank. Unlike the 
World Bank which finances deve¬ 
lopment on a strictly business basis, 
charging the ruling interest rates 
which fluctuate in accordance with 
changes in the coat of money in 
world capital markets, (and which, 
incidentally, impose too great a 
burden of repayment on the reci¬ 
pient countries), the IDA pro¬ 
vides “soft” loans — i e loans 
which, although repayable in 
dollars, are for a very long term 
with no interest and only a small 
service charge. Loans from the 
Soviet Union to the developing 
countries, which started in 1954. 
were on terms which these coun¬ 
tries considered very favourable as 
compared with the commercial type 
loans they were receiving from 
other aid-givers. 
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To begin with, Russian rates of 
interest were low — mainly between 
2 and 2j per cent; periods of 
repayment were fairly long, and 
payment was accepted in the reci¬ 
pient country’s own currency. This 
last / was particularly welcome, 
since shortage of foreign exchange 
is one of the main problems affect¬ 
ing the developing countries. In 
addition, the Russians were also 
prepared to accept repayment in 
the form of commodities. These 
new terms naturally led to a re¬ 
assessment on the part of other aid¬ 
giving countries. 

RcMMMnwu hr U S 

In America in 1957, the Deve¬ 
lopment Loan Fund was set up to 
extend loans in dollars, repayable 
in whole or in part in the borro¬ 
wer’s own currency. As a part of 
the process of reducing the multi¬ 
plicity of loan-giving organisations, 
the Americans decided, in 1961, 
to streamline their aid programmes. 
The Development Loan Fund and 
other U S agencies were accordingly 
replaced by the Agency for Inter¬ 
national Development (AID). This 
organisation provides loans which 
extend over 40 years, with no inte¬ 
rest save a j per cent annual ser 
vice charge; repayment begins after 
10 years. 

Another American aid-giving 
organisation is the Inter-American 
Development Bank which started 
in I960. This organisation pro¬ 
vides three types of loans. First, 
strictly commercial loans on terms 
similar to those offered by the 
World Bank and the Export-Import 
Bank. Second, loans at lower rates 
and for longer maturities, repay¬ 
able in currencies loaned, or some¬ 
times in the borrower’s own cur¬ 
rency. The third type of loan is 
made where the Bank handles a 
Trust Fund managed for the U S 
Government under the Alliance for 
Progress. These loans are made 
for social overhead projects on 
very low rates of interest and Ion,; 
maturities, repayable in the 
borrower’s own currency. 

Suppliers’ Credits 

So grave is the foreign exchange 
situation of the majority of deve¬ 
loping countries that in order to 
encourage exports of capital goods 
from their own countries, many 
industrialized countries have initial- 
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ed what *re known as suppliers’ 
credits, to finance exports from the 
developed countries. These credits 
give rise to a number of special 
problems. They cany commercial 
rates of interest and usually the 
repayment has to be made in from 
one to five years (sometimes sup¬ 
pliers’ credits are given for more 
than five years for certain types of 
capital equipment such as aircraft). 
The servicing of these credits is a 
heavy burden and data recently 
collected by the OECD go to 
show that the amount of these cre¬ 
dits has been increasing steadily. 

In one way, these credits fulfil 
an essential function by helping the 
less developed countries to obtain 
needed imports of equipment and 
capital goods without paying cash, 
but it has been found that they 
have sometimes been used to finance 
projects which ought to have been 
financed over much longer periods 
and on easier terms. However, 
rather than defer a project until 
easier terms can be obtained, it is 
not surprising that developing 
countries have turned to these sup¬ 
pliers’ credits, but if this goes too 
far, the debt servicing burden may 
become impossibly heavy. 

Progress towards Easier Terms 

Figures published by the OECD 
relating to 1961 (the latest avail¬ 
able), show what progress has been 
made towards easier loan terms for 
the developing countries. In this 
year, 60 per cent of the bilateral 
aid was in the form of grants and 
grant-like contributions. These, of 
course, included the large sums 
made available by the U S in the 
form of loans repayable in the 
recipient’s currencies and the trans 
fer of resources under U S Public 
Law 480 through sales of surplus 
agricultural commodities against 
payment in domestic currency. 
Again, periods of repayment have 
been lengthening over recent years. 
In 1961, about one-fifth of all 
bilateral loans were for maturities 
of more than 30 years while only a 
few years ago, the proportion of 
such loans was negligible. 

Another move that is taking 
place is to persuade aid-giving 
countries to reduce the differences 
>n the terms they offer to the 
developing countries. Some donor 
countries allow a grace period of 
perhaps five or ten years before 



repayment, even of interest, begins. 
In others, interest rates, bearing no 
relationship to commercial rates, 
are as low as 0.75 per cent. on 
maturities of up to 4<) years. (Many 
American loans offer these facili¬ 
ties). That some industrial coun¬ 
tries charged higher rates of inte¬ 
rest than others, was causing iliwill 
on both sides. Countries giving 
soft loans suspected they were real¬ 
ly financing the harder loans of 
others, who felt, in their turn, that 
soft loan countries were adopting 
an unfair practice in international 
trade. 

In the Development Assistance 
Committee (0 E E C) meeting held 
in April this year, parity of terms 
of loan was strongly urged and 
countries like Britain and Germany 
were asked to liberalize their terms 
of lending in order to bring them 
nearer to those offered by other 
members of the group. At present, 
both U K and Germany charge 
interest rates on' their development 
loans at rates corresponding to 
the borrowing costs of their Govern¬ 
ments. Italy and Japan were also 
criticised for the hard terms they 
charged but less sharply, because 
the income per head of their pop¬ 
ulation is very low in comparison 
with that of most members and 
their domestic investment needs 
correspondingly greater. So they 
may not be able to offer such easy 
terms as the others. It was sug¬ 
gested that the move to bring the 
loans terms nearer to parity should 
be extended both to individual aid 
programmes and to concerted aid 
operations by various financial con¬ 
sortia and similar groups. 

Figures for 1961 show that of 
the loans provided by D A C coun¬ 
tries, 18 per cent were at interest 
rates of 2 per cent or less; 7 per 
cent were between 2 and 4 per cent; 
50 per cent were between 4 and 
6 per cent and 20 per cent were 
above 6 per cent. 

Tied Loans 

From the point of view of deve¬ 
loping countries, tied loans, quite 
obviously, are not popular. What 
these countries would like to do is 
to use the loans to buy in the 
cheapest market. However, a 
number of thorny problems arise 
since, with increasing balance of 
payments difficulties for the lend¬ 
ing countries, the latter are 
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anxious to tie any loans they gtve 
to exports from their own coun¬ 
tries. Despite this, however, the 
general consensus of opinion at the 
OECD is that development aid 
should not be tied to the donor 
country, except in special circum¬ 
stances. It was noted that while . 
nearly all multilateral develop¬ 
ment finance is untied, the major 
proportion of bilateral aid is tied. 
The Administrator of the U S Agency 
for International Development point¬ 
ed out that the American policy of 
tied loans was a temporary measure 
necessitated by the balance of pay¬ 
ments situation. 

From the recipient’s point of view, 
however, much more onerous and 
frustrating is the aid which is tied 
to a particular project. It is frustrat¬ 
ing because the developing countries 
suffer from shortage of foreign ex¬ 
change. To have available foreign 
exchange which they cannot apply 
to general imports which are need¬ 
ed to keep the already established 
industries going is like starving in 
the midst of plenty. Yet because 
these funds are earmarked for parti¬ 
cular projects, they cannot be used 
and the projects may take some 
time to develop ! Thus arises the 
phenomenon of accumulating un¬ 
utilised aid side by side with idle 
capacity in industry. 

The need for countries like India 
to have loans that are not tied to 
any particular project was stressed 
in the recent report by thp Federa¬ 
tion of British Industries which 
suggested that more British aid 
should go to maintenance imports, 
increasing the efficiency of existing 
plant. In the latest Aid to India 
Consortium offer, the bulk of the 
British commitment, i e, $ 63 mil¬ 
lion out of a total of $ 84 million, 
will be general purpose aid, availa¬ 
ble for maintenance imports, as 
distinct from money tied to specific 
projects. This is a substantially 
higher proportion of non-project aid 
than the other major contributors 
have felt able to give. U S which 
gives by far the easiest loan terms, 
has. in the past, provided about half 
its commitments in non-project aid. 

Government or Private Aid 

In the earlier period of thinking 
on the subject, the general idea was 
that aid should be provided through 
private investments institutions. 
When U S embarked on President 
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v Truman’* Point Four Programme of exchange earnings, the industrialized 

£?; technical assistance, to leas develop- countrie*- mult open their doors 

W' ; nd nation* in 1949, the Adminirtra- wide to export* from them, partial- 

1?*;' tion did not advocate Government larly export* of manufactured goods, 

grants. It was assumed that the job since with increased production and 

could be done with private capital, growing substitution by synthetics, 

with such loans as would lie availa- primary commodities they had been 

ble from the World Bank and the exporting in the past can- 
Export-Import Bank on commercial not earn sufficient foreign 
terms. Indeed, up to 1957, the Ex- exchange for them. Although 
port-import Bank continued to be there is a recognition of this need, 
the principal U S agency for finan- it is by no means easy to persuade 
cing selected investment projects the industrialized countries to take 
abroad. Since then, however, the more than minimal steps in this 
Agency for International Develop- direction, because of the dislocation 
ment has been set up. Efforts to that freer imports of manufactures 
promote the investment of private will cause to their own traditional 
capital abroad continue, and both industries, particularly textiles. The 
the World Rank and the OECD point, however, was made in a very 
are trying to draw up a charter of forthright manner by the develop- 
terms which the developing coun* ing countries at the last GATT 
tries can offer to attract foreign Conference and it is bound to be 
private investment, in order to in- raised again at the World Trade 
crease their foreign exchange Conference to be held early next 
resources. year. 


In April, the President of the 
World Bank said : “I have no doubt 
that the flow of private capital to 
the less developed would increase 
greatly if the private investor could 
be persuaded to overcome his pre¬ 
sent fears that, in many of these 
countries, his investment may he 
threatened by expropriation without 
fair compensation or by other arbi- 
tary action by the host Govern¬ 
ment”. A system of multilateral 
investment guarantees is being studi¬ 
ed by the Development Assistance 
Committee. A fresh blow to defend 
the rights of private investors has 
been struck by the Clay Committee 
Report which has urged the U S 
Government not to grant aid to 
Governments abroad to develop in¬ 
dustries in the public sector where 
it ia possible for such development 
to take place in the private sector. 
The Americans object, on principle, 
to taxing their private enterprise to 
subsidize foreign public enterprise. 


In 1961, the 10 D A C countries 
(Norway became the 11th country 
in 1962) contributed 8.7 billion 
dollars to developing countries com¬ 
pared with an annual average of 
3.5 billion in 1950-55 and 7 billion 
in 1956-59. 


(Million U S $) 



Official 

Private 

Total 

USA 

3,414 

1,218 

4,632 

France 

952.7 

459.8 

1,412.5 

U K 

445.0 

406.0 

851 

Germany 

573.6 

222.0 

795.6 

Japan 

231.6 

147.6 

379.2 

Italy 

68.2 

167.8 

236.0 

Netherlands 

69.0 

152.0 

221.0 


The U S Agency for International 
Development (AID) reports thut 
during the fiscal year ended June 
30, 1962, the U S spent a total of 
$ 5,084m ( 1,815m) on foreign 
economic assistance programmes. 
The total was made up as follows : 


Trade and Aid 

The awareness is, at last, grow¬ 
ing that although the provision of 
V foreign aid will continue to be 
i; necessary for a considerable period 
fe ahead, trade with the developing 
fj;,: countries plays no less an import- 
ant part. What is urgently required 
now is trade and aid, if trade, not 
is ever to become a possibility. 
M-v'In, order that developing countries 
supplement their scant foreign 


(1) S 1,563m, on ‘Food for 
Peace’ commodities, (31 per 
cent of the aid programme). 

(2) 12,508m, through the Agency 
for International Develop¬ 
ment. 

(3) $584m, through the Export 
Import Bank. 

(4) S224m, Social progress trust 
fund loan. 

(5) $110m, Inter-American Deve¬ 
lopment Bank. 


(6) $62m, International Btev*- 
lopment Association. 

(7) $30m, Peace Corps. 

Of all U S foreign economic aid 
in the fiscal year 1962, 56 per cent 
was in the form of loans. Hue 
percentage is higher than in the 
two previous years when it was 50 
in 1961 and 42. in I960. Agricul¬ 
tural products accounted for 30 per 
cent or more of aid expenditure 
for the third successive year in 
1962. 

No exact figures are available, 
but the agency for International 
Development estimates that since 
1945, the Soviet Union has spent 
between £4500m and £5,000m on 
aid to socialist countries and the 
newly-independent countries in the 
under developed world. According 
to A 1 D some £2,500m in credits 
and grants has been made to deve¬ 
loping countries by the Sino/Soviet 
Bloc as a whole since 1955. Russia 
has provided about 70 per cent of 
this, Communist China about 8 per 
cent and the Eastern European Com¬ 
munist countries the rest. 

India has been one of the prin¬ 
cipal recepients of Soviet aid; 
Indonesia, the United Arab Repub- 
be. Afghanistan, Iraq, Ethiopia 
Guinea and Ghana are the other 
major recipients, apart from Cuba. 
At present, the Soviet Bloc is help¬ 
ing to develop nearly 900 indust¬ 
rial and other projects, under con¬ 
struction, or planned, in countries 
m Africa. Asia and Latin America 
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Foreign Subscription Rate 

Due to increase in foreign 
postal rates it has been found 
necessary to revise our foreign 
subscription rate. With effect 
from July 1963, the annual 
foreign subscription will be 
Rs 34, 50s or $ 7. 

A Fernandes 
Business Manager 
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Letter from Europe 


Kennedy Abroad 

The one thirty President Kennedy — like the Russians — is afraid of is the Germane going their men 
way in manufacturing nuclear weapons. The Germans are technically capable of manufacturing them : they 
have the cash and the hardware. Their membership of N A TO and their dependence on America have sj 
far prevented them from going it alone. But how long ? 

A younger generation of Germans is getting restive. This generation is willing to cooperate with the 
French in making nuclear weapons. Only three weeks after Kennedy left Europe a German Minister was 
saying that “only a European nuclear force would be equal to the American and Russian atomic potentials 
and would stand on a firm basis". 


Kennedy no doubt had anticipated this. HU answer was to try to bind the Germans closer to the Atlan¬ 
tic Alliance, by seemingly making concessions, and drawing from them allegiance to the Alliance, 


|^OW that President Kennedy’s 
hurricane visit to Western 
Europe is over and the streets in 
West Berlin have been swept clean, 
it is left to ask what has been achiev¬ 
ed by the leader of the New Frontier 
in his barn-storming. Long before 
the President left for Europe serious 
papers all over United States were 
asking what earthly purpose Ken¬ 
nedy could serve by making his trip. 
Leading commentators like Walter 
Lippmann did not hesitate to con 
demn the proposed trip as ill-advised. 
Their ground for condemnation 
was as plain as it could be. In the 
first place, a civil rights battle was 
on at home and the Negroes clearly 
were on the war-path. The Presiden 
tial hand was needed at the White 
House and the country was desper¬ 
ately waiting for guidance from the 
top. In the second place, in almost 
every country that Kennedy was 
scheduled to visit, the governments 
were on the verge of collapse, had 
already collapsed or were due for 
major repair. Ireland, it was true, 
had a stable government. But Ken¬ 
nedy was not going to Cork to dis¬ 
cuss a multinational nuclear force 
with Mr De Valera. In West Ger 
many, Chancellor Adenauer was 
slated to retire in the autumn leav¬ 
ing the field open to his colleague 
Economics Minister Dr Erhard. In 
Britain, the country was still echo¬ 
ing with the thunder from the courts 
and the penny press over the Keeler- 
Profumo affair. In Italy, at the time 
of Kennedy's departure, there was 
neither government, nor even a Pope 
Installed. lippmann, no waster of 
words, was within reason in asking 

his distinguished friend to desist from 


making his flight. He might right¬ 
ly have asked, as indeed he did, Whe¬ 
ther this trip was really necessary. 

Whatever Kennedy’s reasons for 
brushing the advice of one and all, 
he stuck to his schedule. It has besn 
said since then, that if nothing else, 
the President has had an opportunity 
to see for himself, at first hand, the 
conditions in West Europe at the 
very beginning of new reigns. In 
Germany, he took the opportunity 
to have a quiet tete-e-tete with 
Erhard. He also listened to Berlin's 
Governing Burgomeister Willy 
Brandt—separately. In Italy he call¬ 
ed on the new Pope. And he also had 
talks with government leaderB. 

Division of Germany i “No 
Immediate Solution" 

But it was not Italy that mattered; 
it was Germany. Where did this divid¬ 
ed country stand as the United States 
was on the verge of conciliation with 
the Soviet Union? What was it that 
it wanted and what was it that it was 
willing to give in return? What did 
the United States expect of West 
Germany and what was the price 
that Washington was prepared to 
pay for it? These questions naturally 
arose as Kennedy's plane landed at 
Wahn airport on June 23. 

The pitch was queered almost from 
the very beginning. In his welcome 
speech at the airport, Chancellor 
Adenauer stated clearly what was 
worrying him. He reminded the youth¬ 
ful President that his visit to West 
Germany was a political act. And 
then he added; 

"On the 10th of June, you stated 

before the American University in 


Washington that the United States 
of America stood by Its commit¬ 
ments to defend western Europe 
and West Berlin. In the same 
speech, you said. Mr President, that 
the United States would make no 
deal with the Soviet Union at the 
expense of other nations and other 
peoples. You said too, Mr Presi¬ 
dent, that not only did America's 
Interests converge with those of 
its allies, but that there was also 
an Identity of purpose and objec¬ 
tives. Could there have been any 
better way for you to demonstrate 
such determination than by visit¬ 
ing the Federal Republic and other 
countries in Western Europe, than 
by paying a visit to West Berlin”? 
What Chancellor Adenauer was 
saying in fact was that Kennedy 
should clearly declare, once again, 
at the very start of his trip, that 
the United States would make no 
deal with the Soviet Union that 
would imply recognition of East Ger¬ 
many, or of West Berlin as a separ¬ 
ate City State. Kennedy, however, 
would not catch the bait, so tactless¬ 
ly thrown at him. Instead, he read a 
small sermon to the ageing Chancel¬ 
lor. Said Kennedy: 

"We are allies In the only war 
we seek — the war against poverty, 
hunger, disease and ignorance in 
our own countries and around the 
world”. 

This was not meeting the argu¬ 
ment, The question was later pressed 
— inevitably — at a press conference. 
A correspondent made bold to ask 
whether Kennedy, specifically, saw 
any chance of overcoming the divi¬ 
sion of Germany, if nothing else. In 
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the sense of perhaps reducing pres¬ 
sures? 

The President took the question 
m his stride, in perhaps the most 
straightforward way any American 
President in his position could have 
done. It has been the policy of the 
United States, he said, for a great 
many years, not to recognise in the 
juridical sense (emphasis mine) the 
division of Germany. Then he added; 

“Quite obviously, the German 
people wish to be reunited. If the 
people of the United States had 
lost a struggle and the Mississippi 
river divided us, we would wish to 
be united. I think the people of 
the Soviet Union, if they experi¬ 
enced a comparable fate, would 
wish to be reunited. People and 
families wish to join together. 
That If the object of our policy. 
Quite obviously, there is no Imme¬ 
diate solution (emphasis mine). We 
hope that time, the desire of people 
to determine their own destiny, 
will be sufficiently strong, the poli¬ 
cies that may be developed as 
times go on, as events change, 
will bring about that reunifica¬ 
tion .... even though today that 
future may be uncertain, that date 
may be not possible to mark. There 
have been so many changes in the 
world in the last 18 years, that I 
don’t think anyone should des¬ 
pair”. 

These words had long needed to be 
said, but no one had dared to say 
them. Indeed, there were pressures on 
Kennedy to say that he will fight 
for German reunification at any cost. 
The Unteilbares Deutschland, a non- 
party organisation devoted to keeping 
the idea of a united Germany alive 
had liberally distributed posters all 
along the route that Kennedy was 
to take, which demanded German 
reunification. These posters were 
particularly numerous in front of the 
Chancellor’s residence and could not 
have stayed there but for the conni¬ 
vance of the Government. It stands 
to the credit of the President, there¬ 
fore, that he withstood those pres¬ 
sures. Perhaps that was what, after 
all, the West Germans themselves 
wanted. By themselves they could 
not extricate thetr position which 
had long been committed to a de¬ 
mand for German reunification. But 
the leaders could now turn to the 


people and remind them that no less 
a figure than the American Presi¬ 
dent had cautioned a go-slow policy. 
Kennedy did his Job beautifully, 
firmly. His courage to remove the 
fuse from the German reunification 
bomb has everything to commend 
it. 

Change from Dulleeian Approach 

The point that Kennedy was mak¬ 
ing—-and it was not entirely lost on 
the Germans — was that for any 
progress to be made, even on the 
question of German reunification, a 
solution of the cold war was the first 
pre-requisite. He refused to call the 
Soviet Union his enemies. A careful 
perusal of his speeches in Germany, 
including West Berlin, reveals that 
when he spoke of the Communist 
bloc, he referred to “those who make 
themselves our adversaries". Im¬ 
plied in this was an invitation to the 
Communists to cease making them¬ 
selves adversaries. This was a new 
tone—a change from the Dulles era. 

Kennedy’s purpose, of course, was 
not Just to defuse the German re¬ 
unification bomb. When one corres¬ 
pondent asked him, simply, but effec¬ 
tively, what the purpose of his en 
tire trip was, a question, no doubt 
Kennedy was hoping somebody would 
kindly ask, the reply was prompt. 
Kennedy said: 

"Because I regard the relation¬ 
ship between the United States 
and Western Europe as vital to 
our security. This is a changing 
period in the West as well as in 
the East. We deal with problems 
of nuclear defence, of monetary 
policy, of trade policy. We are 
making decisions which may affect 
our relative positions through the 
world over the next decade. I think 
it la very appropriate that a Presi¬ 
dent of the United States should 
come here to emphasise our strong 
convictions in these matters.” (em¬ 
phasis mine). 

What were these strong convic¬ 
tions? Correspondents who covered 
the Kennedy visit seemed to have 
missed this statement completely 
Kennedy was labouring under a 
grave handicap in the matter 
of nuclear defence. The one thing 
that he — like the Russians — was 
afraid of was the Germans going 
their own way in manufacturing 
nuclear weapons. The Germans were 
technically capable of manufacturing 


them. They had the cash and the 
hardware. Their membership of 
NATO, their dependence on Ame¬ 
rica for protection had so far prevent¬ 
ed them from going it alone. But how 
long? A younger generation of Ger¬ 
mans was getting restive. This gene¬ 
ration was willing to cooperate with 
the French in making nuclear wea¬ 
pons. Only three weeks after Kennedy 
left Europe, Herr Walter Scheel, West 
German Minister for Development 
Aid and a member of the nationalist 
Free Democratic Party was saying 
that "only a European nuclear force 
would be equal to the American and 
Russian atomic potentials and would 
stand on a firm basis”. Kennedy 
no doubt was anticipating this. His 
problem was that he was damned if 
he did not make a show of giving the 
Germans tome responsibility for 
atomic arms; he would be equally 
damned if he did. 

Kennedy's technique was to bind 
the Germans closer to the Atlantic 
Alliance, by seemingly making con¬ 
cessions to the Germans and drawing 
from them allegiance to the Atlan¬ 
tic Alliance. Sabre rattling had been 
part of the German attitude towards 
the Soviet. Union — an attitude that 
had been encouraged by the Eisen¬ 
hower regime. Kennedy's purpose 
was to get the swords back in their 
scabbards. The communique Issued 
at the end of the Kennedy-Adenauer 
talks showed that the President’s 
convictions had prevailed. The com¬ 
munique said in part: 

“The Federal Government shares 
the view of the United States 
and other Allied powers that con¬ 
trolled disarmament and agree¬ 
ment on the cessation of atomic 
weapons tests would constitute 
an important step towards the 
avoidance of a dangerous arma¬ 
ments race... 

“The President and the Chancel¬ 
lor reaffirmed the commitment 
of their two governments to the 
right of self-determination, as 
embodied in the United Nations 
Charter and to the achievement 
of German reunification in peace 
and freedom (emphasis mine). 
.... They also agreed that the two 
governments would continue to 
seek to reduce tension through 
international understanding”. 

On the issue of French-German 
understanding, Kennedy was pro- 
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jwty emphatic, u he said it was 
his duty to do so. What happened 
when the two leaders had their pri¬ 
vate talk in the seclusion of the 
Palais Schaumberg is anybody’s 
guess, but at his press conference 
he lambasted General de Gaulle, 
without mentioning the name, for 
trying to underm.ne NATO. He 
might very well have added, for try¬ 
ing to wile away Germany from the 
NATO camp. Kennedy had been 
asked whether the US Govern¬ 
ment had any objections to the 
German-French Treaty. Of course 
not, said Kennedy. And then he 
want on: 

“What I think we are concern¬ 
ed about is the maintenance of the 

integrity of NATO. I don’t 

think that we can And strength in 
bilateral arrangements that we 
can in multilateral arrangements 

. I want to make it very 

clear that we support strongly the 
reconciliation and the effort at 
friendship which is being made 
and has been made over a number 
of years (between Germany and 
France). But we also want to bo 
sure that NATO stays strong, be¬ 
cause I think NATO is essentially 
the security of the Federal Re¬ 
public and we regard is as essen¬ 
tially the security of the United 
States. Those who do not place 
comparable Importance on it. it 
seems to me, are ignoring history 
and are over-optimistic of the 
future." 

This was a warning to Germany 
not to be too close to France, if it 
cared for its own ultimate security. 
There were other things that Kenne¬ 
dy had to say, besides administering 
a warning to Germany. It was that 
the Germans would have to pay the 
price for being protected by the 
United States. Kennedy said that the 
United States was keeping 400,000 
troops in Western Europe. That 
was a burden on the American 
taxpayer. So, said the President, 
when America was discussing trade 
and monetary policy with Germany 
“some cognisance would be taken of 
the fact that the United States has 
Carried a very heavy load around 
the world for 18 years." 

The communique issued by the 
two governments does not throw much 
light on the kind of gold pro sought 


by the United States. That Kennedy 
asked the West German government 
to do more for developing coun¬ 
tries is clear. The communique men¬ 
tions that the two governments 
■tressed “in particular the need for 
stronger participation in world trade 
by the developing countries’’. This 
was supplemented by Kennedy’s re¬ 
marks at the press conference when 
he said: 

“We cannot help but be concern¬ 
ed by the fact that the price of 
raw materials of the underdevelop¬ 
ed world has steadily declined re¬ 
lative to the price of manufactured 
goods. Therefore, their economic 
position in some ways Is worse 
off In spite of all the aid given. 
Therefore, unless we work hard 
and progressively, and with imagi¬ 
nation and idealism, We may find 
ourselves a rich area in a poor 
world, which is subject to all the 
influences that poverty bring with 
it". 

Economic Aspect of the Trip 
There is reason to believe that the 
most important aspect of Kennedy’s 
trip to West Germany was not so 
much political — relevant though it 
was — but economical. What Ken¬ 
nedy was urging was an integration 
of the German economy with that 
of the American economy. Consider 
this reply which Kennedy gave to 
the correspondent who asked what 
new Ideas he had concerning Europ¬ 
ean transatlantic economic coopera¬ 
tion. 

“The experience of the twenties 
which helped lead to the disasters 
of the thirties should be sufficient 
warning to us that we should be 
able to give the successful mana¬ 
gement of our monetary policies 
the highest priority. No nation can 
maintain its own security and a 
successful management of its own 
fiscal affairs. There has to be 
the closest cooperation. Or other¬ 
wise, I think you will And succes¬ 
sively in various countries defla¬ 
tionary policies which will lead to 
a lower standard of living at home, 
which will lead to each country 
managing its own monetary affairs 
with indifference to the affairs of 
others, which will lead to " the 
breakup of our defensive alliances. 
That is the prospect which we face 
unless we are successful in work¬ 
ing out the new round of talks 


coming up In 1964 ,....... so I re¬ 
gard this matter of monetary poli¬ 
cy, which deals with the standard 
of living of all of our people, as 
a matter of first priority”. 

Considering the sharpness of 
Kennedy’s tone, there can be no 
doubt that in his talks both with 
Adenauer and more so in hie talks 
with Erhard, the President did not 
mince matters. Kennedy was asking 
West Germany to look beyond its nose, 
not only politically, but economically, 
even as the United States was so 
doing. In asking that, Kennedy pro¬ 
mised something big, something that 
no American leader had so far dared 
to offer. He said that the United 
States will risk its own cities to de¬ 
fend those of Europe, simply because 
“we need your freedom to protect 
ours". And he added, with one 
glance at Paris: “Those who would 
doubt our pledge or deny this Indivi¬ 
sibility — those who would separate 
Europe from America or spilt one 
ally from another — would only give 
aid and comfort to the men Who 
make themselves our adversaries 
and welcome any western disarray’". 

It is possible that Kennedy’s efforts 
in making all these things clear 
will be belittled not only in his own 
country, but in Europe as well. In 
France, already, the government has 
cast its doubts about American wil¬ 
lingness to risk its cities. But it is 
fair to say that no American leader 
has done more to state America’s 
political philosophy more clearly 
and succinctly as Kennedy did. espe¬ 
cially in his address at the Assem¬ 
bly Hall of Frankfurt’s Paulsklrche. 
France may still rue the day when 
it refused to heed Kennedy's words. 
He denied rumours that America was 
out to dominate Europe. If that was 
its intention, he said, it would have 
preferred to see Europe divided and 
weak, when all the time it was look¬ 
ing forward to see a Europe united 
and strong. But in calling the atten¬ 
tion of western Europe and especial¬ 
ly West Germany to the plight of 
developing countries, Kennedy sur¬ 
passed himself as a statesman. Call¬ 
ing for Increased rise in business ac¬ 
tivity and general prosperity result¬ 
ing for all participants in trade 
agreements, Kennedy quoted a saying 
in Cape Cod that may well be posted 
in every chancery in the world: A 
rising tide lifts all the boats. 




THS -££•% QM'fe' kftikis *' 1 


',, 1 * •. i'^w. .. wya . 

■ wamii mk -im ■ 


L etter from Japan 

The_Japanese Railways 


In Japan there are three main types of agen oies to run the Government’s commercial undertakings. 

(a) those which are a part of the Government machinery, such as the State Printing Depart¬ 
ment; 

(b) agencies holding monopolies of essential commodities whose profits go directly to the State; and 

(c) semi-autonomous agencies which are run by special boards under the control of the Diet. 
The Japanese National Railways is a semi-autonomous agency and combines, in its working, com¬ 
mercial principles with concern for broader national social and economic requirements. 


JN Japan it is not possible to smoke 
a cigarette or to eat a meal cook¬ 
ed without salt without the active 
co-operation of the State. Both the 
sale of salt and cigarettes are a 
Government monopoly into which 
no private businessman may enter 
at the wholesale level and the pro¬ 
fits go directly into State coffers. 

In contrast, the Japanese Natio¬ 
nal Railways, which had been under 
direct Government control ever 
since the first railway line had been 
laid between Tokyo and Yokohama 
in 1869, became a semi-autonomous 
corporation in 1949. The only other 
corporation of this type, which also 
became semi-autonomous in the 
same way, is the N H K, the natio¬ 
nal radio corporation. To the N H K, 
however, the only source of income 
permitted is the revenue from radio 
and television licences, which is 
collected by N H K’s own collectors 
(and not the post office as in India 
or the United Kingdom). 

Thus in Japan there are three 
main types of Government agencies: 
(a) those which are a part of the 
Government machinery, such as the 
State Printing Department, (b) 
agencies holding monopolies of 
essential commodities whose profits 
go directly to the State, and (c) 
semi-autonomous agencies whose 
employees are not Government ser¬ 
vants and which are run by special 
boards under the control of the 
Diet. This third type remains under 
State control primarily because it is 
believed that handing them over to 
private interests, would be contrary 
to public interest. In the case of 
N H K, the Americans after the War 
forced on a somewhat reluctant Ja¬ 
panese public numerous second-rate 
and inferior commercial TV and 
radio stations with the argument 
that organs of information should 
not be controlled by the State. In 
the case of the national railways. 


the business interests behind the 
Government believed that low- 
cost, Government-subsidised trans¬ 
port would give a fillip to the 
economy. 

Board’s Wide Power* 

The National Railways is ad¬ 
ministered by a Board ol Directors, 
consisting of a president, a vice- 
president and 12 to 17 other mem¬ 
bers, and certain audit and enquiry 
members. This board mainly deals 
with long-term policy, finances, or¬ 
ganisation and matters which requ¬ 
ire Diet approval. It is thus partly 
political and the President is always 
appointed by the Prime Minister, 
usually for three to five years. The 
president and vice-president also 
serve on an executive body consist¬ 
ing of managing directors of sec¬ 
tions and the Chief Engineer. The 
1948 Diet Law establishing the Na¬ 
tional Railways Corporation specifi¬ 
cally forbids the Board of Directors 
from laying down the charges for 
passenger fares on trains or ferries 
or altering freight charges on full 
carloads. This can only be done by 
altering the law in the Diet. Fares 
were increased in 1949, 1951, 1953, 
1957 and 1961. With the approval 
of the Minister of Transportation, 
it may alter the rates for special 
tickets and commuter fares and cer¬ 
tain other charges. In other words, 
although the JNR is set up as a 
semi-autonomous organisation, it is 
not a commercial organisation and 
political pressures can have an im¬ 
portant effect on its policy. The pre¬ 
sent basic second class fares are 
2.75 yen per kilometre up to 300 
kilometres and 1.35 yen per kilo¬ 
metre for distances over 301 kilo¬ 
metres. A yen is worth about a far¬ 
thing. On this basis about 31 out 
of the 226 operating lines are pay¬ 
ing hut the profits in 1961 on these 
31 lines was 97,882 million yen 


offsetting the 41,339 million yen 
loss on tne remaining 195. 

Yet while control of fares u 
mainly a political matter and out 
of the control of the Board of Direct¬ 
ors of ute JNR, the Board has con¬ 
siderable freedom in financial and 
other matters. It can introduce fast 
diesel trains on unprofitable 1 me* 
or even tear up tracks and turn the 
railbed into a special road which 
only JNR buses can use. It cau 
embark on to any form of transpor¬ 
tation and there is nothing legally 
to stop it from entering air trans¬ 
portation if it wished and could get 
the local operating permit. It can 
even raise funds from private sour¬ 
ces although up to the present it has 
only obtained funds through gov¬ 
ernment sources. Some of the funds 
for the new Tokaido link between 
Tokyo and Osaka were obtained 
from the International Bank for 
Reconstruction. 

There is thus a tendency for the 
plans of the executive director of 
the JNR to exceed the amount of 
capital available to him. It is 
widely believed that the non-re¬ 
appointment of Mr Soga a few 
months ago was an attempt to show 
the displeasure of the Liberal De¬ 
mocratic Party at the over-spending 
by the JNR on the new Tokaido 
Railway, which is expected to be a 
very profitable scheme. The position 
of the President is a difficult one, 
torn as he is between the commercial 
considerations in running his orga¬ 
nisation and his indebtedness to the 
Government in power which ap¬ 
pointed him. 

Taking all these points into con¬ 
sideration one cannot hut be im¬ 
pressed with the great advance that 
the JNR has shown since it became 
a corporation. New fast services are 
found everywhere along the main 
mutes north and south and the new 
Tokaido line is planning to cover 
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the 500-odd kilometers between 
Osaka and Tokyo in 3 hours at a 
maximum speed of 200 kilometers 
per hour. This will make it the 
fastest line under continuous opera¬ 
tion in the world. Freight trains are 
expected to average 130 kms per 
hour. This new Tine is hoped to 
be completed in time for the Olym¬ 
pics next year. 

Comparison with India 

However the pattern of operation 
of the JNR is very different from 
that of the Indian Railways. First¬ 
ly, there is a high concentration of 
population along the main trunk 
line from Aomori to Kagoshima 
with most of the population and 
industry of Japan concentrated bet¬ 
ween Osaka and Tokyo. Between 
Osaka and Tokyo, for example, 
there is a part of the main line in 
which trains pass once every three 
minutes day and night on n double 
track line. Thus along this main 
line, the railways have as much 
traffic as their capacity will allow 
them to carry. So along this line 
there are fast expresses which may 
stop at only * one or two places, 
semi-expresses and limited expresses. 
To travel on each of these express 
trains one is required to buy a spe¬ 
cial ticket which may cost as much 
as 50 per cent more than the basic, 
charges mentioned earlier for faster 
service. There are also differential 
rates for different classes of goods 
based on the speed of the service. 
Then feeding into this main trunk 
line are feeder lines of various sorts. 
Many of these lines are starved for 
lack of development. For example, 
the line between Ueno and Nagano, 
has only a single track along much 
of its length and during the busy 
season such as the winter ski-ing 
season, the railway loses a lot of its 
passenger traffic to bus companies 
who can take people straight to the 
ski-ing ground in the same time as 
the trains. Moreover much of the 
rolling stock and trains were heavi¬ 
ly over worked during the war and 
the JNR has not managed to re¬ 
place much of this old stock nor 
to renew all the track with the hea¬ 
vier type rails necessary for the in¬ 
creased traffic. 

Because the JNR is not a com¬ 
mercial organisation, there are cer¬ 
tain groups of users, especially 
commuters and students in the 
cities, who do not pay an economic 


rate for their tickets. The average 
commuter travels over 25 kilo¬ 
meters a day to and from work. 
This extra load of passenger traffic 
has to be borne by the JNR and they 
are unable to divert it to other 
forms of transport because the rates 
on buses and private railways are 
higher. There is a special employee 
in city terminals known as a 
“pusher” whose job it is to push 
overcrowding passengers into the 
compartments so that the doors can, 
he closed. It is said that during 
winter the trains carry fewer pass¬ 
engers because of the passengers’ 
over-coats ! 

In short, while the JNR has taken 
immense strides since the end of the 
War, the limitation on charging eco¬ 
nomic fares and the pressure by the 
Diet to support and build unecono¬ 
mic lines, have forced the manage¬ 
ment to improve those services which 
make quick returns such as the ex 
press trains and the Tokaido line 
while postponing decisions on the 
longer-term improvement of the 
railways in genera! where no addi¬ 
tional income is likely to be forth¬ 
coming immediately. 

Of course, there is not the slight¬ 
est reason why a national service 
such as the. railways should not be 
operated in the interest of certain 
users if it is the wish of the country 
at large. But I think that the cost 
of such a policy to a corporation, 
such as the Japan National Railways, 
constantly under Diet pressure, 
ought to be clearly illustrated. I have 
mentioned earlier that it often ap¬ 
pears that the President of the JNR 
is made a scapegoat when a finan¬ 
cial crisis or major disaster occurs. 

I believe this to be a fundamentally 
unfair method of operating the 
railways. It is known that the last 
time the Liberal Democratic Party 
tried to select a new president of 
the JNR, a number of businessmen 
who were approached refused the 
offer because, they would not have 
a free hand. 

* 

The largest stadium in Tokyo for 
the Olympic Games will only hold 
71,000 people and the Tokyo Olym¬ 
pic Organising Committee has now 
announced that only 20,000 tickets 
will be available to guests from 
overseas. It has been estimated 
that over a million Japanese are 
anxious to. attend some portion of 
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the games and the organisers are 
astounded at the likely demand. In 
Rome I understand that it was 
sometimes possible to buy tickets at 
the grounds. This is not going to 
happen in Tokyo and the 30,000 
tickets for each ceremony are to be 
allotted on a lottery basis in the 
same way as state houses are allot¬ 
ted. Some 11,000 tickets will be 
given to guests of the TOOC and 
affiliated organisations and 10,000 
tickets will be allotted to Govern¬ 
mental organisations which have 
financially supported the games. The 
intrigues to acquire an Olympic 
ticket are now becoming scandals 
and one of the national newspapers 
recently had a leading article ap¬ 
pealing to Diet members not to at¬ 
tend the Games unless they had been 
personally involved and not to take 
their wives and children, so that 
ordinary Japanese are not deprived 
of tickets. 

Ikeda's Re-election Certain 

It seems almost certain that Prime 
Minister lkeda will be re-elected 
President of the Liberal Democratic 
Party next month which means that 
he will certainly continue as Prime 
Minister. Ikeda has been a success¬ 
ful Prime Minister insofar as no 
major crises have occurred during 
his term and the general prosperity 
of the Japanese people has tended 
to increase. While there is some 
criticism of the rapid increase in 
the cost of living, Ikeda has ad¬ 
mitted that this is inevitable with 
a booming economy and that he 
does not intend to do anything ab¬ 
out it. Yet there is no other candi¬ 
date likely to be more successful. 
Bamboku Ohno is also likely to re¬ 
tain the vice-presidentship of the 
party. The main struggle is likely 
to occur between the so-called career 
section of the party and the 
“bureaucrats”, those who have mov¬ 
ed up through the administrative ser¬ 
vice and subsequently resigned. The 
leader of this latter group is Eisaku 
Sato, who has been a firm opponent 
of the Prime Minister. They are, 
howpver, not as important now as 
they were when the Prime Minister 
first took office and it is likely that 
Ikeda will be able to form his cabi¬ 
net without their support. The 
Japanese economic situation is now 
so good that no one wishes to rock 
the boat for the sake of changing 
from one faction to another. 
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X' The only likely threat to the Gov¬ 
ernment is the increasing dissatis¬ 
faction with the corrupt practices 
by which certain representatives got 
elected at the last election and the 
increasing strength of the Socialist 
Party in certain areas supposed to 
be the strongholds of the Libera! 
Democratic Party. The most out¬ 
standing example is that of Azuma 
who got re-elected Governor of 
Tokyo by having false seals made 
and affixed to his campaign posters. 
The Liberal Democratic Party is 
becoming increasingly concerned at 
the poor image that they are pre¬ 
senting before the jjeople. Since the 
Socialists are now systematically 
trying to improve their party machi¬ 
nery many political analysts now 
believe that the they have a good 
chance of coming to power in the 
election after next. This is already 
worrying the Liberal Democrats. 

The Diet has just been prorogued 
for the summer recess amidst scenes 
of disorder in which the Socialists 
tried to filibuster the passing of an 
Unemployment Bill in which labour¬ 
ers who would not be directed to 
new job* would lose their unemploy¬ 
ment pay. The Socialists instead of 
trying to modify the bill by discus¬ 
sion tried to block it completely 
with the result that 70 other bills 
were postponed or delayed upsetting 
the whole programme of the Gov¬ 
ernment. Roth the Socialists and 
Liberal Democrats are to blame as 
each side tries to use its power just 
to obstruct the other side instead of 
trying to negotiate. The scenes of 
disorder were televised — to the 
detriment of both parties, in my 
opinion. 


Japan’s Exports Rise 

JN the first half of 1962 Japanese 
exports increased by 13 per 
cent compared to an increase of 
2 per cent in the exports of the 
ECAFE region as a whole, accord¬ 
ing to the U N’s “Economic Survey 
of Asia and the Far East 1962”. 
There were divergent movements 
in the exports of different countries 
in the region, but the strong re¬ 
covery of industrial production in 
the United States and the continued 
high industrial activity in Europe 
lifted the region’s exports from the 
stationary level of 1961. 

Japan benefited the most from 
the higher levels of activity in the 


other industrial countries. They 
are the largest purchasers of 
Japan’s exports of processed food 
and raw materials which rose in 
value by over one-third during the 
period. Even larger increases were 
recorded for iron and steel pro¬ 
ducts. radio receivers and motor 


vehicles. However, Japan like India 
and Hongkong, made no progress 
with textiles, exports of which have 
been virtually frozen by the pro¬ 
visions of the International Textile 
Agreement which limits shipments 
to producing countries in West 
Europe and North America. 
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Exports of Developing Countries 
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r pHE importance of exports for 
economic development of the 
developing countries stems from the 
fact that (1) in several of these 
countries, export production and 
trade constitute a preponderant part 
of their total economic activity; and 
(2) even in the case of the small 
minority of the less developed coun¬ 
tries where the share of exports in 
national product is not large (as, 
for instance, India whose exports 
constitute a mere 5.4 per cent oi 
Gross National Product in the early 
1950’s and declined to 4 per cent 
in the late 1950’s)* the importance 
of expansion in international trade 
remains crucial “because all deve¬ 
loping countries are heavily depend¬ 
ent on imports of machinery, heavy 
equipment and other essential goods 
that are strategic to lifting the levels 
of productive investment for ac¬ 
celerated economic growth’’.^ 

Discouraging Economic Growth 

Unfortunately, however, recent 
developments in export trade of the 
less developed countries provide 
little ground for satisfaction. Ex¬ 
port trade of these countries has not 
fared at all well in comparison with 
the export trade of the advanced 
countries. In the decade of 1950’s, 
the volume of exports from the less 
developed countries rose at an an¬ 
nual rate of 3.6 per cent as against 
6.9 per cent rate of increase for the 
developed private enterprise coun¬ 
tries and 10.7 per cent for the cent¬ 
rally planned economies. 

On the other hand, uncfer the 
momentum of plans of economic 
development, the volume of imports 
of the less developed countries rose 
at an annual rate of 4.6 per cent 
which “was significantly in excess 
of the 3.6 per cent annual expan¬ 
sion in the volume of exports”.! 

But the lagging volume of ex¬ 
ports, according to the World Eco¬ 
nomic Survey, is but one aspect of 

* See U N, Economic Survey of Asia 
and the Far East 1962. p 32, referred 
to hereafter as 'ECAFE 1962 Survey’, 
f See U N, World Economic Survey 
1962, Part I. The Developing Coun¬ 
tries in World Trade, p 1, referred 
to hereafter as *WES 1962’. 

I WES 1962, p 2. 


the critical problem encountered by 
the less developed countries. The 
external balance was considerably 
accentuated by a steady deteriora¬ 
tion in the terms of trade. The 
average price of goods exported by 
these countries in 1960 was about 
the same as in 1950, while the ave¬ 
rage price of their imports was sig¬ 
nificantly higher, resulting in the 
decline of the terms of trade by 9 
per cent. As a consequence, the 
share of the under-developed coun¬ 
tries in total world trade which was 
already low at one-third shrunk to 
one-fifth. The industrially develop¬ 
ed countries and the centrally plan¬ 
ned economies increased their res¬ 
pective share of world trade. 

The performance of what is refer¬ 
red to as the ECAFE region 
during the last decade was much 
poorer than of the under-developed 
world as a whole. The 1962 E C A 
FE Survey points this out: “The 
region’s total exports in 1959-61 
were at slightly less than three 
times the pre-war (1938) level, 
whereas those of the under-develop¬ 
ed areas of the world as a whole 
were four and half times and those 
of the developed areas five and half 
times”. Compared to the export in¬ 
dex of 107 in 1951-53, that in 1959- 
61 was only 109. In other words, 
the level of exports remained almost 
stationary. Actually, the first part 
of the decade registered a decline 
in the level of exports. In the lat¬ 
ter part, however, there was an im¬ 
provement and that gives one some 
hope that the future may be less 
bleak for the region’s exports. 

Hoot Cause 

As the World Economic Survey 
puts it, “the reasons for the un¬ 
favourable trends in the external 
trade of the under-developed coun¬ 
tries are rooted in the basic struc¬ 
ture of this trade itself”. While 
primary products account for well 
over four-fifths of the exports of 
these countries, over two-thirds of 
the exchange earnings of the indus¬ 
trially advanced countries are con¬ 
tributed by exports of manufactures. 
The trading pattern of the under¬ 
developed countries is such that 
they export in the main primary 


products and import in return large¬ 
ly manufactured goods. For no 
other group of countries, says the 
World Economic Survey, does the 
exchange of exports for imports rest 
on such an uneven heel. 

Further, not only do these under¬ 
developed countries exchange pri¬ 
mary products for manufactures, 
but their trading pattern is closely 
linked with the structure of trade 
of the advanced private enterprise 
economies. Although exports to cent¬ 
rally planned economies have more 
than doubled, the share of such ex¬ 
ports in the total exports of the 
under-developed countries is still 
quite small. 89 per cent of exports 
of the developing ECAFE coun¬ 
tries were shared by Western Eu¬ 
rope, the USA and japan. The 
corresponding percentage for India 
is 74 but the fact remains that the 
country depends very largely on 
these countries for the sale of its 
exports. It is this fact which prompt¬ 
ed the E C A F E to examine in de¬ 
tail the trading relations between 
the under developed countries and 
industrially advanced countries. The 
development of E E C and its trade 
and tariff arrangements with its as¬ 
sociated countries are of particular 
interest to the ECAFE region. So 
also is the possibility of British 
membership of EEC. 

Western Tariff Policy 

The ECAFE Survey makes 
some very significant observations 
on the tariff policies of the Western 
countries. “In spite of their diver¬ 
gent levels, the customs tariffs of 
Western European countries have 
three common features. First, they 
are low for primary commodities 
not competing directly with domes¬ 
tic production. Secondly, with some 
exceptions, tariffs increase at each 
stage from crude to processed mate¬ 
rials and from processed materials 
to finished products. Thirdly, there 
is a tendency for tariff rates to in¬ 
crease more in the transition from 
crude to processed materials than in 
that from processed materials to 
finished products, These Matures 
clearly indicate that the tariff struc¬ 
tures of the West European coun¬ 
tries have been so designed as to 
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Table It t £ Ci Average Tariff 
Incidence on Import* from Third 
Countries 


j 

*£ 9 
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Common Exi 
| na! Tariffs 

i 

Food 

12.5 

15.1 

Raw materials 

4.0 

0.1 

Semimanufactured 



goods 

6.0 

7.0 

Investment goods 

11.9 

12.8 

Other finished manu. 


factures 

15.5 

17.8 

Total 

8.1 

7.6 

Source : Statistical 

Office of the Euro- 


pe:ui Community, Information 
Statiitiquri, I960, No 3, pp 
245-246 


offer protection to their domestic 
manufacturing industries”, in fact, 
one can go further and say that pos¬ 
sibly the whole complex of tarifl 
structures in these countries is deli 
berately designed to keep the under¬ 
developed primary producing court 
tries outside the area of manufac¬ 
turing and as the K 0 A F E Survey 
observes, these tariff structures have 
succeeded to no small extent in 
discouraging the development of 
mnnufteturing industries in the pri¬ 
mary exporting countries, even the 
simple processing of raw materials. 

GATT ministerial meeting in 
December 1961 took note of the 
need to reduce those tariffs which 
differentiate disproportionately be¬ 
tween processed products and raw 
materials “bearing in mind that 
one of the more effective ways i.i 
which less developed countries can 
expand their export earnings is 
through processing the primary pio- 
ducts they produce for export”. 

While the E E Cs common exter¬ 
nal tariff is supposed to follow the 
GATT rules, the structure of com¬ 
mon tariff, instead of rectifying, ac¬ 
centuates the features which ope¬ 
rate adversely against the less deve¬ 
loped countries. We reproduce 
the interesting table (Table 11.19) 
from the E C A F E Survey in 
Table 1. 

The impact of the F F C arrange¬ 
ments on various groups of commo¬ 
dities and thetT relative importance 
to India, and four other countries 
of this region can be observed from 


Vvji: 


another table (Table 11.20) repro¬ 
duced below (in Table 2). 

A sizeable proportion of the ex¬ 
ports of India ana Indonesia, it will 
he observed, will be hard hit by 
the replacement of the national 
tariffs by EEC’s Common Tariff. 

That poor export performance of 
the under-developed countries is 
deeply rooted in the structure of 
exports and production pattern of 
the under-developed countries 's 
emphasised by both the Surveys. 
Their heavy dependence on primary 
exports comprises the basic econo¬ 
mic reason for the current situation. 
During the 1950's the dominant in¬ 
fluences at work were : (1) low in¬ 
come elasticity of demand for food¬ 
stuffs and (2) high propensity to 
economise and substitute in the case 
of raw materials. Table 3 repro¬ 
duced from World Economic Sur¬ 
vey summarises the income elastici¬ 
ty of demand for imports from 
under-developed countries into the 
industrially advanced countries. 

Export* of Manufacture* 

It is because of the operation of 
the above influences that the EGA 
F E Survey observes that the scope 
for “export expansion along tradi¬ 
tional lines is limited”. The Survey 
hopefully notes, however, that in 
recent years exports of manufactures 
from the developing countries of 
the region have grown fast. Between 
1955 and 1960 exports of manufac¬ 
tures rose by 40 per cent. The di¬ 
rection is clearly indicated. Sooner 
or later, the under-developed coun¬ 
tries will have to “follow Japan’-- 
path of industrialisation and even 


Item India 


Temperate zone agricultural 
commodities likely to be 
Included tn EEC common 
agricultural policy 7.6 

Primary commodities subject 
to a zero external 

EEC tariff 40.* 

Petroleum products 0.2 

Primary commodities subject 
to an external EEC tariff 
exceeding zero 16.1 

Processed materials and 

manufactures 85.7 


exporting manufactured goods”. The 
Survey suggests therefore that coun¬ 
tries with abundant raw materials 
should as a first step towards in¬ 
dustrialisation start processing or 
refining agricultural and mineral 
products and export them in pro¬ 
cessed form. But the spectre of 
tariff differentiation against proces¬ 
sed goods is quite forbidding and 

Table 3 : Income Elasticity of Im¬ 
ports of the Industrially Advanced 
Countries from the Developing 
Countries * 

Income 

Commodity Group Elasticity 

Foodstuffs (SITC groups 
0 and 1) 0.76 

Agricultural raw materials and 

ores (SITC groups 2 and 4) 0.60 
Fuels (SITC group 3) ^ 2.87f 

Manufactured goods (SITC 

groups 5 to 8) 1.24 

* The estimates were derived from re¬ 
gression ot gross domestic product of 
the industrially developed countries 
on imports of each commodity group 
from the developing countries. The 
sample rovers the period 1953-60. 

t The unusually high elasticity reflects 
to some extent the occurrence of non- 
erdnomic. disturbances. The United 
Nations Economic Commission for 
Europe has estimated in Economic 
Survey of Europe in i960 (Sales Nd: 
61.II.E.1) that the imports of fuels 
by Western Europe, North America 
and Japan would grow at 4-3 per 
cent per annum between 1959 and 
1960, as against an assumed growth 
raft- of 3.1 per cent per annum of 
their gross national product, result¬ 
ing in income elasticity of fuel im¬ 
ports of 1.40. Calculations discussed 
in subsequent paragraphs have been 
hawed on the figure of 1.40 rather 
than 2.87. 
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Federation of 
Malaya and 
Singapore 
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istari 
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Nam 

18.3 
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SO 

2.5 

24.5 

IS.7 

88.4 
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Source : United Nations, Economic Survey of Europe, 1960; Chapter V, p 47. 


Table 2 : E E C Area i Commodity Composition of Imports from Selected 
Countries of the E C A F E Region in Relation to Various Kinds of 
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'ource : Bureau of General Economic 
Research and Policies of the 
United Nations Secretariat, 
based on data from United 
Nations, Monthly Bulletin of 
Statistics, March 1961, March 
and April 1963. 

■ Excluding the following centrally 
planned economies: Albania, Bulgaria, 
Czechoslovakia, Eastern Germany, 
Hungary, Poland, Romania, Soviet 
Union, China (mainland)', Mongolia, 
North Korea and North Viet-Nam. 
In value 

I is doubtful if under-developed 
ountries can hope to increase their 
xport earnings thereby unless EEC 
nd other Western countries relent. 

It is worthwhile pointing out at 
lis stage that although exports of 
lanufaclurcs from the developing 
ountries have been rising more ra- 
idly than primary exports (as can 
c seen from table below from 
/orld Economic Survey), the rate 
f expansion has been about half 
f that achieved by the developed 
ountries with the result that the 
veloping countries are not even 
laintaining their share in the ex- 
orts of manufactures. And Still ex- 
anded exports of manufactures arc 
nportant for under developed eco- 
omics not only for exhange earn- 
tgs but also because of greater in- 
intives to industrial development 
ley afford. The fear that the libe- 
ilisation of tariff structures will 
vamp the markets of the West is 
iven a big lie by the estimate of 
E C of the likely supply of manu- 
tetured exports from developing 
mntries in 1980. It appears that 
the West is prepared to absorb 
5 per cent to 2 per cent of its 
Iditional domestic demand for 
anufactures, the developing coun- 
ies’ Export potential will have 
sen exhausted. What a modest 
imand! 


Also, the under-developed coun¬ 
tries may hope to achieve some 
measure of increase in their export 
earnings if they were to cultivate 
the markets of the centrally plan¬ 
ned economies. Ip the 1950’s, ex¬ 
ports from die under-developed eco¬ 
nomies to the centrally planned 
countries amounted to 7.3 per cent 
of the total imports of these coun¬ 
tries and these accounted for 5 per 
cent of the exchange earnings of the 
under-developed countries. This, no 
doubit, is a very small share but 
its very smallness holds out a pros¬ 
pect of increase. Unfortunately, the 
E C A F E Survey does not examine 
the possibilities which lie in this 
direction. Nor does it offer any posi¬ 
tive suggestions with regard to ex¬ 
port promotion for either tradition¬ 
al items or manufactures in the tra¬ 
ditional markets of the West. 

According to the World Econo¬ 
mic Survey, the rapid growth of 
the centrally planned economies 
could generate a considerable ex¬ 
pansion of demand for imports of 
primary products. “Such demand 
would rise all the more if the cent¬ 
rally planned economies were pre¬ 
pared to rely on the developing 
countries for a larger proportion of 


their total supplies of raw materia!* 
and if consumption of tropical 
foodstuffs ware allowed to increase 
mane rapidly”. Even with regard to 
manufactures, the Survey considers 
it likely that the centrally planned 
economies could and nay absorb 
larger quantities from the develop¬ 
ing countries. 

The broad inescapable conclusion 
of the two Surveys however appears 
to he that to enable the develop¬ 
ing countries to pay -their way (re¬ 
membering that development plans 
make it necessary for them to im¬ 
port more and more), it is inevit¬ 
able that their exports of manufac¬ 
tures to the developed countries of 
the West should expand several- 
fold because the trading pattern of 
the developing countries is pre¬ 
ponderantly linked up with the 
developed countries of the West. 
This no doubt shall require comple¬ 
mentary measure^ by both develop¬ 
ing and developed countries. But 
the latter must be persuaded to 
bring down their trade barriers 
without insisting upon reciprocity. 
Reciprocity has really no meaning 
in this context unless the purpose 
is to thwart the development of the 
developing economies. 


The Indian Iron and Steel 
Company Limited 
NOTICE 


AT a meeting of the Board of 
Directors held today the Directors 
have recommended payment of 
a gross dividend for the year ended 
31st March 1963, of 16 per cent, 
or Rs 1.60 per share, on the Ordi¬ 
nary Share Capital, subject to 
deduction of tax at the appropriate 
rates. This dividend awaits sanc¬ 
tion by the shareholders at the 
Annual General Meeting to be held 
on Tuesday, the 3rd September, 
1963. 

The net profit after provision of 
Rs 3,40,18,269 for depreciation, 
Rs 3,56,00,000 for taxation and 
net transfer of Rs 3,64.01.226 to 
Reserves is Rs 1,91,87,975. For 
the- previous year the net profit was 
Rs' iS 2;24,90.390 after provision of 
Rs 3,35,24,699 for depreciation, 
Rs 3,95,50,000 for taxation and 


net transfer of Rs 2,98,38,026 to 
Reserves. 

The Ordinary Share Register and 
Transfer Books of the Company, as 
already announced will be closed 
from the 27th July, 1963 to 17th 
August, 1963, both dates inclusive, 
and the dividend if sanctioned will 
bw paid on or a'ter the 4th Septem- 
zer, 1963, to those shareholders 
whose names appear on the Re¬ 
gister of Members On the 17th 
August, 1963, 

By Order of the Board, 
MARTIN BURN LIMITED 

F G Liversedge 

Managing Director 
Managing Agents 

Registered Office, 

12. Mission Row, Calcutta 1 
16th July, 1963 


11310 



jgp-v pgott wmmMr-iMut m 

R»y" v. 

wjyr i 


y.. w. -y<-i -■-.■'w -r IJiJwi o. '.' / W. » .A i‘W i.A\ 


ASSISTING THE ARMED FORGES MEDICAL SERVICES 


Somewhere along our high frontier a medical unit stands ready to 
cope with any emergency. It is well equipped with a wide array of 
surgical, anaesthetic and gas therapy apparatus and Indian Oxygen 
take pride in being closely associated with this dedicated Service in 
designing and producing much vital equipment. Today, top priority is 
being given to all orders from the Armed Forces. INDIAN OXYGEN LTD. 
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Book 


Heckscher, Ohlin and India’s Foreign Trade 


Pranab Komar Bndku 


Structural Basis of India’s Foreign Trade by R&nganath Bharadwaj, University of Bombay series in Monetary and Inter¬ 
national Economics, No 6, 1962, pp jd+121, R* 9.50. 


JN retrospect it seems rather pas* 
x sling that Leontief, in his attempt 
to verify the Heckscher-Ohlin 
model, was to puzzle so many inter¬ 
national trade theorists by his find¬ 
ing that U S exports were more 
labour-intensive than U S import 
replacements. If all of us had read 
carefully Samuelson and/or Lernei 
and/or Pearce (all of whom pub¬ 
lished their definitive papers on the 
Heckscher-Ohlin model before Le¬ 
ontief published his results), we 
could have been spared much of the 
torrential flow of comments and 
counter-comments of the post-Le- 
oritief trade literature. Leontief 
himself contributed, in no small 
measure, to the general confusion 
by his attempt to salvage the ortho¬ 
dox theory with his contention that 
the physical effectiveness of Ameri¬ 
can labour was about three times 
superior to that of labour else¬ 
where, an attempt which was metho¬ 
dologically illegitimate as well as 
empirically wrong. As with the dia¬ 
mond-water value paradox in the 
history of economic thought, people 
went on wondering about the Leon¬ 
tief paradox even when it had been 
theoretically solved a number of 
times before. 

Use of Input-Output Technique 
If for the pure theory of inter¬ 
national trade Leontiefs inquiry 
served mostly to expose how im¬ 
properly or inadequately the impli¬ 
cations of the assumptions of the 
Heckscher-Ohlin model were com¬ 
monly understood, a more positive 
contribution of it was to pioneer 
what is now known as ‘structural 
analysis’ with the help of an inter¬ 
industry approach in the field of 
international trade. Drawing hea¬ 
vily on Leontief’s study Dr Bharad- 
waj has tried to assess statistically 
the structural basis of India’s for¬ 
eign trade with the help of the 
limited information about the pro¬ 
ductive structure of the Indian eco¬ 
nomy recently available. 

Input-output technique is the 
basic tool employed. For finding 
out the factor contents of export* 


and import replacements it has the 
powerful advantage of being able 
to trace out indirect as well as 
direct factor requirements. The 
Inter-industry Transactions Table 
prepared by the Indian Statistical 
Institute is taken; and the detailed 
commodity-wise trade figures re¬ 
ported in the ‘Accounts relating to 
Sea and Airborne Trade in India’, 
1953-54, are classified to suit the 
sectoral classification adopted in the 
inter-industry table. Two ‘composite 
commodity’ vectors are derived 
(one crore of rupees worth of ex¬ 
ports and one crore of rupees 
worth of ‘competitive imports’: un¬ 
like Leontief’s America, Bharad* 
waj’s India seeths to have no non¬ 
competitive imports of quantitative 
significance). To find out the capi¬ 
tal and labour contents of these 
two composite commodity vectors 
two methods, yielding the same 
final results, are employed. One is 
what the author calls the ‘input 
approach’ of multiplying the sec¬ 
toral direct capital and labour co¬ 
efficients vector by the inverse of 
the inter-industry matrix to get a 
vector of direct and indirect capital 
and labour requirements per unit 
of delivery to final demand from 
each of the sectors, which when 
multiplied by the column vectors 
for exports and import replace¬ 
ments finally gives us the capital 
and labour required by a crore of 
rupees worth of them. The second 
method — the ‘deliveries approach’ 
— has the same thing the other way 
round. Production requirements 
are first obtained by pre-multiply- 
ing the composite commodities vec¬ 
tor by the inverse of the input-out¬ 
put matrix, and then these are 
translated into factor requirements 
by having them multiplied by the 
respective sectoral capital and lab¬ 
our coefficients. The final results 
of these computations are as shown 
in the Table. This confirms the 
Heckscher-Ohlin presumption re¬ 
garding the pattern of India’* 
foreign trade. This conclusion drawn 
on the basis of 1953-54 data is also 


found to hold good for 1950-51 and 
1958-59. 

Limitations of Results 

Bharadwaj is, of course, disarm¬ 
ingly, aware of the Unutationa of hia 
results, particularly In view of lack 
of data regarding labour inputs in 
terms of man-hours rather than in 
terms of number of men employed 
(an important matter on account of 
widespread disguised unemployment 
in particular sectors) or regarding 
the importance of natural resources 
in determining our trade pattern, 
etc. But gome of the other limita¬ 
tions he refers to are somewhat be¬ 
side the point. For example, he 
thinks that because of “structural 
disequilibrium ‘in the factor market’ 
no a priori conclusions regarding 
India’s factor endowments could be 
drawn from our study’’. Structural 
disequilibrium can be held up as a 
distortionary element when it, by 
causing a dichotomy between money 
costs and opportunity costs, might 
lead to ‘perverse’ specialisation (as 
Arthur Lewis, Hagen and others 
point out) so that a labour-abun¬ 
dant country is driven to specialise 
in the ‘wrong* goods. But in the 
Indian case, on Bharadwaj'* own 
evidence, this has not happened. 
Does he then mean that India is a 
capital-abundant country which it 
not reflected in her trade pattern 
because of structural disequilibrium? 

Then again Bharadwaj laments 
his lack of data regarding the sise 
of the Indian labour force in terms 
of efficiency units. Although lack 
of data is always lamentable, one 
suspects that if they were available 
Dr Bharadwaj would have gladly 
fallen into the same methodological 
trap as Leontief (and M A Diab). 

Capital and labour requirements of one 
crore of rupees worth of Indian exports 
and competitive import replacements 

(of 1953-54 average composition) 


Exports Import 

replacements 


Capital (in crore 
of rupees and at 
1953-54 prices) 0.952 1.443 

Labour (in number)* 11022 7547 
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THE DAY BREAKS BRIIOT TOMORROW 


Milk, Pood, Children grow straight and strong. 

Today's care. Gentle as with a flower. 
Today's protection. The shelter of mighty effort. 
Tomorrow...a little less of care, a little more of joy. 

And for Hindustan lever, too, tomorrow begins today. 

In the milk plant and research laboratory, 
in tho factory and office. Work, patience, care 
to serve tomorrow's homes and the nation’s needs 
with products that grow better and better. 

TODAY AND TOMORROW...HINDUSTAN LEVER SERVES THE HOME 

WITH SOAPS, POOOS, TOILET PREPARATIONS 
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They (tout by assuming internatio- 
n ally identical production functions 
and yet a» too eager to explain 
thing ! away by reference to effici¬ 
ency difference! of factors between 
countries. Of course, these effici¬ 
ency differences are actually sub¬ 
stantial (see, e g Arrow, Cbenery, 
Minhas and Solow, ‘Capital-Labour 
Substitution and Economic Efficien¬ 
cy’, Review of Economics and statis¬ 
tics, August 1961) and may be (as 
classical theorists duly recognised) 
one of the most important determi¬ 
nants of trade (economies of scale 
may be another), but the whole 
point about the Heckscher-Ohlin 
model is, as Bharadwaj seems to 
recognise, that even if all other 
conditions are the same a mere 
difference in factor endowment is 
sufficient to explain trade between 
two countries. 

Factor Endowment and Trade Pattern 

The influence of trade pattern 
of inter-country efficiency differen¬ 
tials may in some cases go contrary 
to that of factor endowment and 
may in some other cases reinforce 
the latter. Once the factor inten¬ 
sities of the trade pattern are 
known, information about relative 
efficiency differences is necessary 
to gauge the strength of the Hecks¬ 
cher-Ohlin presumption about factor 
proportions and trade. Take for ex¬ 
ample the observation of Tatemoto 
and Ichimura (‘Factor Proportions 
and Foreign Trade : the Case of 
Japan, Review of Economics and 
Statistics, 1959) that the Japanese- 
U S trade pattern is in line with the 
factor proportions presumption; 
that Japan exports her relatively 
labour-intensive goods to the U S. 
Now consider along with this the 
observation of Arrow, Chenery, 
Minhas and Solow that there are 
some indications, in comparing 
Japan and the U S, that the Ame¬ 
rican advantage in efficiency tends 
to be the least in capital-intensive 
industries. (Barring the important 
questions of statistical discrepancies 
and factor-intensity reversals) if 
all of these authors are correct in 
their observation, we can say that 
so far as Japanese-U S trade is con¬ 
cerned the influence of factor pro¬ 
portions probably outweighs the 
differentials in efficiency advantage. 
For the Indian case it is now im¬ 
perative for someone to try the 
difficult job of calculating relative 


efficiency of Indian industries via* 
vis these in the rest of the world 
(it is better to start with bilateral 
comparisons on the lines of Arrow, 
Chenery, Minhas and Solow), This 
information, I repeat, i* necessary 
not to salvage the factors propor¬ 
tions hypothesis but to measure its 
strength. 

In the last chapter of the book 
Bharadwaj makes a limited attempt, 
with the help of the input-output 
model which yields not omy pri¬ 
mary but also the secondary effect* 
of deliveries to final demand, to find 
out the implications of the changes 
in commodity composition of trade 
as between three selected years 
(1950-51, 1953-54 and 1958-59) in 
terms of production levels, factor 
usage and income generation. This 
is interesting since, among other 
things, it illustrates the highly im¬ 
portant point that “although from 
the point of view of foreign ex¬ 
change earnings — the only aspect 
of exports which has received pro 
minent attention — the total value 
of exports is important, it fails to 
provide a precise picture of (he 
exact implications of a given level 
of exports for the domestic economy 
in terms of the actual activity levels 
supported”. 

Three other chapters of the book 
are mainly expository, one explain¬ 
ing the theoretical validity of the 
Heckscher-Ohlin theorem, another 
reporting LeontieFs inquiry and 
the discussion around it and the 
other explaining the essentials of 
the input-output technique and its 
suitability to the investigation of 
foreign trade structure. Of these 
the first certainly leaves much 
room for improvement, what with 
the sudden transition from a fixed- 
coefficients model for the pre-trade 
case of Sec 3.1 to the variable-co¬ 
efficients model for the post-trade 
case of Sec 3.2, with a diagram 
(p 9) which behaves the way it 
does only because the author asks 
it to do so (whereas the adoption 
of the familiar Lerner-Pearce dia¬ 
gram would have been more help¬ 
ful) and with the underrating of the 
difficulty for the Heckscher-Ohlin 
model caused by factor-intensity 
reversals. As to the last point, the 
last 8 lines of Sec 2-3 on p 3 are 
clearly wrong. As Arrow, Chenery, 
Minhas and Solow have shown, 
factor-intensity reversals are net 


only theoretically plausible (when 
the elasticity of factor substitution 
is neither sero nor unity for all tbs 
sectors) but also empirically very 
important. (Incidentally, this phe¬ 
nomenon of changes in the ranking 
of sectors by factor-intensity is e 
highly interesting albeit difficult 
issue yet to be explored by empiri¬ 
cists interested in India's foreign 
trade pattern. We can also note 
here that an adequate theoretical 
and empirical consideration of this 
issue might be fruitful in explain¬ 
ing some of the ‘paradoxical’ find¬ 
ings of Dr Bharadwaj in his paper 
on the structure of lndo-U S trade 
in the Indian Economic Journal, 
October 1962). The input-output 
technique to analyse the problems 
of international trade, by assump¬ 
tion, evades this problem as it does 
many others. 

Although theoretical analyses are 
not the strong points of this book, 
there is no doubt that Bharadwaj’s 
cautious and painstaking empirical 
efforts in the face of tremendous 
odds are admirable. 

European Integration and 
Developing Countries 

ESTERN European integration 
poses three main problems for 
developing countries. The first of 
these is the problem of western 
European markets for their exports 
of primary products. The Rome 
Treaty provided for the establish¬ 
ment of a common agricultural 
policy. The policy is expected to 
maintain and perhaps even rein¬ 
force the post-war trend towards 
growing agricultural self-sufficiency 
in the EEC area. Although agri¬ 
culture iB formally excluded from 
EFTA arrangements, agricultural 
agreements may be reached bet¬ 
ween the member countries; and 
if some form of relationship were 
worked out between EEC and 
EFTA members, agriculture would 
almost certainly be included within 
the scope of that relationship. The 
question that arises, therefore, is 
this: how can adequate provision 
be made for the farming communi¬ 
ties of western Europe while con¬ 
tinuing to offer expanding import 
markets for agricultural commodi¬ 
ties, whether temperate or tropical, 
produced in the developing coun¬ 
tries? — World Economic Survey, 
1962, U N. 
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Don’i let your engineering problem defeat 
you...don't give up...don't put the hand* of 
the clock back...the defence and develop¬ 
ment of our country I* all-important... 
Consult Greaves and go ahead. 

On land, sea and air...for every national 
engineering problem...Greaves have the right 
approach...the right answer. They have the 
skill...they have the tools...they have the 
unrivalled engineering experience of more 
than a hundred yean- 
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Focus on Education 


Philip Bradley 


Living and Working Condi tiom of Primary School Teacher* by V P Pethe, Popular Book Depot, 1962, Pp v+70, 
Ri 5.00 

Wastage in College Education by A R Kamath and A G Deshmukh, Alia Publishing House, 1963, pp xiv+202, Rs 8.00 


'pHESE two reports point up some 
of the problems confronting 
educational development in India. 
The first deals particularly with 
the morale effects of the economic 
status an! working conditions of 
primary-school teachers in Shola- 
pur. The second analyses the per¬ 
formance (or lack of it) among 
students at the University of 
Poona. 

Both reports are statistical, but 
quite different in technique. The 
first is based on a detailed ques¬ 
tionnaire distributed to the 900- 
odd teachers in Sholapur, of whom 
662 (74 per cent) responded. The 
questionnaire itself is unusually 
comprehensive and hardly requir¬ 
ed direct interview — at least 
within the framework of the study. 
The second study utilises the 
university records and does not 
attempt to go beyond tire data ob¬ 
tainable from them (age, caste, 
marital status, family occupation, 
and SSC as well as college grades). 

Vicious Circle 

The Sholapur story, if typical 
for other cities and towns, under¬ 
lines a major concern for the 
educational planner. The author 
demonstrates the existence of a 
vicious circle: inadequate pay 
scales resulting in the necessity of 
employing under-educated teachers: 
overloads of teaching; lack of 
incentives for self-improvement. 
The consequent low morale among 
the teachers inevitably affects the 
quality of instruction. 

It would be easy from this study 
to draw a drab picture of the 
economic problems confronting pri¬ 
mary teachers. They are too well 
known to require detailed analysis 
here. One. statistic is, perhaps, 
enough: the lowest monthly family 
(not Individual) income — less 
than Rs 50 — is reported by 15; 
the highest — more than Rs 300 — 
is reported by 16. In terms of 
teaching salary, 56 report less than 


Rs 50, only 30 report a salary of 
Rs 126-150. The author himself 
says that, although the inquiry was 
made in 1954-55, “the conditions 
described are not much out of con¬ 
text for the present”. 

Describing the economic hard¬ 
ships as to hiring conditions, debt, 
etc, (as the author does in vivid 
detail), is not necessary here; they 
are well known. It is more per¬ 
tinent to indicate what the teachiers 
themselves think are some of the 
internal problems of the primary 
schools which could be rectified by 
more effective organisation and 
planning. 

More Teacher-Participation 

The teachers identified four de¬ 
fects, about which something might 
be done by any school system 
seriously concerned with upgrading 
the quality of the first stage of 
education. They are: (1) the 
shift system of school working; (2) 
inadequate organisation of basic 
education; (3) lack of subject 
specialisation among teachers; (41 
excessive pressure of work. 

Every one of these problems has 
its own fiscal implications. Every 
one is, however, susceptible of im¬ 
provement — if and when primary 
education is recognised as a major 
form of economic investment in the 
future of the city, and the nation. 
Even within present and planned 
educational resources. improve¬ 
ments are possible. 

One way to approach improve¬ 
ment, as demonstrated by experi¬ 
ence in many countries, is to draw 
the teachers themselves more fully 
into the organisation and planning 
of local education. Were teachers 
given more responsibility (and 
authority) by ( local school manage¬ 
ments for the internal operation of 
the school system (curriculum, 
class organisation, etc) initiative 
would be stimulated and ideas for 
improvement activated. The ab¬ 
sence of incentive often results 


from the lack (or the negation) of 
opportunity. This condition — 
highlighted by this study — is, 
perhaps, more reversible in educa¬ 
tion than in other areas of work, 
because, in most cases, teachers do 
not enter the profession primarily 
from pecuniary motives. The costa 
of greater teacher-participation in 
the organisation and planning of a 
school system are nil. The returns 
may be high not only in improved 
morale but in better utilisation of 
available resources. 

Fifty Per Cent Wastage 

The study of degree students at 
the University of Poona by Kamat 
and Deshmukh, was carried out by 
the Gokhale Institute of Politics 
and Economics. It points an all- 
too-familiar picture. To the “wast¬ 
age” of the title the authors add 
“stagnation”. Their first study 
includes an intensive study of the 
entrants to Fergusson College dur¬ 
ing 1949-51, projected to 1959. 
The authors seek here, among other 
questions, to determine why so 
many students do not complete 
their college course in the normal 
period. Their second study records 
the extent of failures on the pre¬ 
degree examinations at the Univer¬ 
sity of Poona In 1961 (about 
14,000). 

The statistical analysis of these 
two groups is extraordinarily com¬ 
prehensive. Not only is there a 
breakdown between arts and science 
students but a cross-section analysis 
from almost every conceivable 
anele. To mention only some will 
indicate the thoroughness of the 
statistical correlations: school. 

SSC examination results, age. sex. 
caste, family occupation, and in¬ 
come. Altogether, there are over 
125 analytical tables for the two 
groups. 

The percentage oC failures runs 
high in all Indian universities. 
Wastage (and stagnation) occur at 
what may be called an educationally 
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uneconomic rate: an estimated 
wastage o! about SO per cent for 
arts students and of about 35 per 
cent for science students. What to 
do about it? 

The authors do not seek to, and 
do not, provide the answer. They 
do, however, reveal (in their 
second study) significant disparities 
between achievement in a particular 
subject at the S S C and the pre¬ 
degree examination levels. Their 
statistical analysis seems to point to 
the inadequacy of secondary educa¬ 
tion to prepare students effectively to 
pursue the same subject in college. 
This "gap” is not exclusively an 
Indian phenomenon; it is found 
elsewhere, even in some so-called 
“advanced” countries. 

Plare of .Secondary Education 

It is a gap, however, which 
must he overcome — by closer co¬ 
ordination (as is being attempted in 
many countries) between the archi¬ 
tects of curricula in the schools 
and the colleges. No secondary- 




education system can or should be 
geared primarily to the interests 
of future college students. It should 
aim at equipping the rank and file 
of future citizens to live happy and 
effective lives— economically, soci¬ 
ally, politically. For the future 
college student, the high schools 
need to provide sound study 
habits and an acquaintance with 
the spectrum of possible future 
career specialisations. The first is 
the more important; the present 
problem in India seems to be to 
reorient the method rather than the 
content of education — at all levels. 

This hypothesis is substantiated 
by both Poona studies. As Profes¬ 
sor D R Gadgil says in his Fore¬ 
word to the volume, “The data 
would appear to indicate that those 
with the best results at examina¬ 
tion tend to take chiefly to medical, 
engineering and natural science 
studies. This leaves social sciences 
and the humanities with relatively 
unpromising material; the pffeets 
of this trend are already noticeable 
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and apparently the trend is evident 
even in other countries of South 
Asia”. 

This volume is the most detailed 
study of its kind available for any 
Indian university. It points to a 
major problem of higher education 
today; “the structure and method 
of examination”. The authors' sta¬ 
tistical analyses are so detailed 
that their significance for educatio¬ 
nal (even examination) planning 
is sometimes lost in the wealth of 
figures they present. It would have 
been interesting had they presented 
more of their own comments and 
conclusions on the implications of 
their findings. 

Behind this formal record lie 
deeper questions of purpose and 
method in higher education for the 
India of tomorrow. Unless the 
colleges and universities relate their 
training (and examination) more 
effectively to individual and natio¬ 
nal needs, they will not realise their 
potential in helping to build the 
new India. 



COATED ABRASIVES 
Flini (Sand), Carnet. Imery. 'Atoiite', 
Silicon Carbide. Rolls, Belli, 
Disci, ( omwried Stupes. 
Rtarmtock in paper and cloth. 
StlKvn Carbide Water proof 
Abrasive Paper, etc 


CARBORUNDUM 

UNIVERSAL 

COATED and BONDED 

ABRASIVES 


CARBORUNDUM UNIVERSAL manu¬ 
facture a comprehensive range of Coated 
and Bonded Abrasive products required by 
modern industries. 

Made by mosl up-to-date manufacturing 
methods, under expert supervision, using the 
highest quality raw materials. Carborundum 
Universal Abrasive products have beep found 
to be consilient in quality, ensuring quicker 
stock removal and better finish. 

By constant research and development 
work, and quality control at every stage of 
manufacture, Carborundum Universal 
Abrasive products have proved themselves to 
be equal to the best manufactured anywhere 
else in the world. 




BONDED ABRASIVES 
Grinding Wheels. Segments. 
Cvi-off wheel*. Sharpening Slones, 
fumhed and unfinished sticks 
jnd bricks, floor polishing blocks, 
valve grinding compound etc. 


CARBORUNDUM UN I VERBAL. LTD. 

Offkt: xt/n, |di «n >r l<r*4t Mairn-I, Itm (• Unw) 

WMii IBvmiiHt. 



rii. ""'f* 


t" J , t >I f| vtr’j'SW*® Vi’^ l, ‘4' "••'A I«S i >lH ' 

, Wf ^.1.»■_>,_ •• ; ,.£jl 


A Policy for Ladakh 

Babaj Pori 


Ladakh, which bare the brunt of the Chinese aggression along with NEFA, is receiving generous atten¬ 
tion from the Government of India. But in some respects this attention is rather excessive and in others 
needs to be tempered with a little realism. 

The setting up of family planning clinics in the district, which has an average population density of 
25 per square mile, and the digging of the Ranbir canal which sank as soon as it was completed are in¬ 
stances of misdirected effort. Similarly, the administrative expansion is perhaps an indication of mere over- 
enthusiasm. 

All the money spent and all the efforts of the officers of the l F A S have certainly not been in vain. 
To be sure, they have succeeded in bringing about a profound transformation in the life of Ladakh. But 
the manner and speed of the changes are of vital importance. 


SIMILAR controversy is current¬ 
ly going on over how fast and 
how best to integrate NEFA with 
the rest ol the country. In a gene¬ 
ral way, it could be contended that 
the vacuum caused by a sudden 
transformation more often than not 
leads to replacement of traditional 
values and disciplines by modem 
vices. Morever, changes sought to 
be brought about by outsiders — 
whether missionaries, officers or 
traders — are rarely lasting and 
invariably wound local susceptibi¬ 
lities. 

But beyond this general statement, 
the debate over what has come to 
be known as a philosophy for NEFA, 
has not much relevance for Ladakh. 
Ladakh is just not a tribal area. It 
has history, culture, literature, reli¬ 
gion and leadership in the sense in 
which we know these terms. It has 
extended its domination over, and 
has in turn been dominated by, the 
neighbouring states. As the major 
entrepot for trade between India, 
Central Asia and Tibet, Leh — the 
district headquarter of Ladakh — 
has, for centuries been a centre of 
confluence of diverse cultures. 
Having been governed by British 
governors and senior Dogra officers 
(though they did not govern much), 
Ladakh is not quite ignorant of the 
ways of administration. 

m 

In view of this background, an 
attempt at rapid assimilation in 
Ladakh would involve demolition 
of a deeper and stronger tradition 
than might be the case in other bor¬ 
der areas. The rides in disturbing 
a stabler society are greater and 
resistance stronger. 

It is not modernisation as such 
that Is being grudged. But if econo¬ 


mic development merely succeeds 
in eroding the local culture, dis¬ 
integrating the native personality 
and destroying its self-confidence 
there could hardly be a surer road 
to shatter the psychological defen¬ 
ces in this frontier area and hence 
a better service to the enemy. 

A sense of pride is a great asset 
of the people of Ladakh. But when, 
for instance, the “Rimpoche” (di¬ 
vine), as they call their leader, 
waits his turn for an audience with 
the district officer, that pride is cer¬ 
tainly hurt. 

No Rapport with People 

The traditional leadership of 
Ladakh has adjusted itself to a poli¬ 
tical role and is entitled to claim 
and use the political powers in the 
district. The only fair basis for re¬ 
solving the present tension between 
Ladakh and the administration is 
the acceptance by the latter of 
Ladakh’s supremacy in all policy 
matters. Whatever be the truth in 
the many popular grievances against 
the administration—of which Ladakh 
has now an over-doze — behind the 
grievances is the lurking fear that 
the administration intends to sup¬ 
plant or undermine the local leader¬ 
ship. It goes without saying that 
the leaders, too, on their part, need 
a better appreciation of the role of 
administrators. In any case the need 
is not only for a more precise deli¬ 
mitation of the functions but also 
for much greater harmony between 
the leaders and the officers. 

This is in no sense a plea for the 
status quo. It is rather to ensure 
a smooth process of evolution. The 
leadership of Ladakh, particularly 
In its political role, is being ex¬ 


posed to new ideas, which are also 
permeating the lower ranks. With 
165 schools in the district — as 
against 53 ten years ago — a new 
educated class is emerging among 
which there are a few rebels also. 
A rebel is indeed a very useful 
member of society and deserves pro¬ 
tection and equal rights. But exces¬ 
sive patronage can only be self-de¬ 
feating. An administration, subordi¬ 
nate in status and policy matters to 
the local leadership, but impartial 
in day-to-day work can help in 
gradually preparing the ground for a 
healthy political rivalry, without 
being a party to it. 

The present failure of the ad¬ 
ministration in establishing rapport 
with the people and their leaders 
can hardly be explained, much less 
justified, by its preoccupation with 
development work. For the achieve¬ 
ments in that field have not been 
very striking. A large part of the 
budget allocation remains unutili¬ 
sed. In 1960-61, out of an alloca¬ 
tion of Rs 115 lakhs, only Rs 64 
lakhs could be spent. The expendi¬ 
ture in the following year dropped 
to Rs 44 lakhs against the budget 
provision of Rs 80 lakhs. The ac¬ 
tuals for 1962-63 are not available 

y*. 

Nor can it be claimed that every 
penny is wisely spent. The scandals 
of the Ranbir canal and the Leh- 
Kargil Road alone are sufficient to 
counter any such claim. 

Apart from human failings in 
execution, economic policy itself 
suffers from an element of over-en¬ 
thusiasm. The blue prints of indus¬ 
trial and mining developments 
publicised by the Government tend 
to overlook that Ladakh is still 
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essentially a pastoral economy. The 
numerous development schemes 
would lack a firm foundation until 
its pastoral economy is adequately 
protected and gradually improved. 

Ladakh has lost some of its tra¬ 
ditional pastures to the Chinese. 
The cattle of the Tibetan refugees 
have increased the pressure on the 
rest. A devastating famine has con¬ 
sequently taken a toll of 30 to 40 
thousand heads of cattle. The con¬ 
tingency was not anticipated. And 
if now its future consequences are 
not guarded against in advance, 
the famine of wool might take a 
human toll also in the coming 
winter. •» 

The foremost economic problem 
of Ladakh, therefore, is to grow 
grass and fodder at high altitudes 
and to improve the quality of its 
sheep and goats. The pastoral peo¬ 
ple should be enabled to make good 
the loss of Tibetan wool, in quan¬ 
tity as well as quality. 

Anti-erosion measures to meet 
the pastoral needs could also be 
the base for improving agriculture, 
which due to the paucity of rainfall 
(only 3 inches a year) depends en¬ 
tirely on irrigation. Here, too, un¬ 
successful experiments with the 
digging of canals would suggest that 
the traditional small kuhls should 
get precedence over ambitious irri¬ 
gation projects. 

More diversified development 
should certainly not be ruled out. 
But if it is at the cost of the pasto¬ 
ral-agrarian needs, it would not he 
an unmixed gain. 

Divergent Pulls Within 

The above observations are appli¬ 
cable to the whole region. A realis¬ 
tic policy for Ladakh should, how¬ 
ever, take into account the further 
complications of the Ladakh 
problem. 

One such complication in the 
situation is the divergent pulls to 
which Leh and Kargil, the two 
main-subdivisions of the district, 
are subjected due to different reli¬ 
gious and cultural backgrounds, 
notwithstanding some obvious simi¬ 
larities. A study of the geo-politi¬ 
cal peculiarities of each region of 
the district is necessary for framing 
practical policies for them. 


Out of an area of 45,762 square 
miles of the Ladakh district, which 
was more than half of the area of 
the undivided state of Jammu and 
Kashmir, 9,500 square miles were 
lost to Pakistan in 1947. The popu¬ 
lation of the 238 villages on the 
Indian side is 88,000. The Buddhists 
who preponderate in the Leh sub¬ 
division are a little more than half, 
the rest are Muslims of the Shia 
sect and live in Kargil. 

The Leh valley stretches along 
the Indus. The Khardung La pass 
(18,300 ft) separates it from Nubra 
in the north and Change pass 
(18,500 ft) from Chushul. The 
15,000 ft high Rupshu valley is in 
the south and Zanskar is in the 
south-west, Most of the Chinese ag¬ 
gression has been in the Chang- 
chanmo valley (15,000 ft) in the 
east. 

The entire area of Leh professes 
Buddhism and owes allegiance to 
their Lamas who have their own 
discipline and hierarchical order. 
The Head Lama of the premier 
monastery at Hemis, 20-year old 
Staglldan Raspa, is in Chinese hands 
at Lhasa, where he had gone for 
theological training. The next in 
order of precedence is Kushak 
Bakula, who is now a minister in 
the Kashmir Government. 

Affinities with Tibet 

As Ladakhis had spiritual and 
religious affinities with Tibet, attem¬ 
pts were made by the new rulers of 
Tibet to tamper with their loyalty 
to India. With the flight of the 
Dalai Lama from Tibet, however, 
the centre of their loyalty, too, has 
shifted. But much remains to be 
done to make Ladakh self-sufficient 
in religious matters. A visit of the 
Dalai Lama to Ladakh could go a 
long way in this direction. But, for 
inexplicable reasons, the Dalai Lama 
has not visited Ladakh so far. 

A ^printing press at Lhasa used to 
cater to the needs of literature in 
Bodhi (the language of Ladakh). 
The only printed material they now 
get is a weekly paper published in 
Kalimpong and it takes many weeks 
in transit. A local arrangement 
would obviously be more helpful in 
keeping the people in touch with 
the rest of the world and in en¬ 
couraging local literary talents. 
Likewise, a broadcasting centre at 
Leh and better attention by the 
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AIR and the State Cultural Acade¬ 
my would also be helpful. 

Apart from Tibet, Ladakh had 
its religious, cultural and ethnic ties 
with Padar {north-east of Jammu), 
Lahul, Sapiti and Chini. A road 
link through this route — as de¬ 
manded by Kushak Bakula recently 
—will not only open Ladakh to an 
area of its natural affinities hut will 
also be of great strategic value, 
particularly when the present Leh- 
Kargil road is so vulnerable to a 
Pakistani attack. While the feasibi¬ 
lity of a single administrative unit 
for Leh, Padar, Lahul, Sapiti and 
Chini may be debated, the need for 
concerted efforts to integrate these 
regions through better communica¬ 
tion and cultural exchanges cannot 
be questioned. 

Muslim Population 

A community which is a little 
outside the main stream of the life 
of the region is the nomad Chamg- 
pa in Rupshu which is at an alti¬ 
tude of 13,500 to 16,500 ft and is 
the highest inhabited region on the 
earth. Some approaches could be 
made to persuade these nomads, 
with the offer of necessary facilities, 
to lead a settled life. They could 
then be integrated more closely 
with the rest of the population in 
the area. 

Kargil, however, is different. It 
is Father sore over the importance 
Leh inevitably gets in any Ladakh 
policy and is no longer keen to 
continue the association. Separated 
by Fatu La (13,400 ft) from Leh 
and by Zoji La (11,530 ft) from 
Kashmir valley, Kargil has a little 
less than half of the population of 
the district. Belonging to the Shia 
sect of Muslims, they are a distinct 
cultural and linguistic entity. 

Kargil is deeply religious. The 
Mullahs, some of whom had their 
theological training in Arab coun¬ 
tries, are its religious and secular 
leaders and are organised under the 
banner of Jamiat Ulema. Nothing 
seems to have been done to affiliate 
this organisation with its Indian 
counterpart and to bring the people 
into closer touch with the Islamic 
Centres and Shia leaders in the rest 
of India. This is necessary and pos¬ 
sible, particularly because Sunni- 
dominated Pakistan has not much 
of an appeal for the Shia Muslims 
of Kargil. 
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TREE OF GOOD OMEN 

i 


'J’HROUGH the growing heat of 
the Indian summer the earth 
lies waiting for the monsoons. The 
rivers are low and the grass turns 
yellow with thirst. But then at last 
the storm clouds come, bringing 
rain and life to the dusty land — 
the cycle of life begins again, In 
July the Kadamba tree blossoms in¬ 
to golden ball-like flowers. The fifth- 
century poet, Kalidas, tells us how 
the women of Alakapuri would 
adorn their hair with these flowers 
to Welcome and celebrate the revival 
of the earth. 

A new revival .is now taking place 
in India, one that is dependent not 
upon the vagaries of the weather 


but on the skill and knowledge of 
man. A technological and scientific 
revolution is transforming the world, 
helping to eradicate disease and 
hunger and to promote peace and 
well-being in every land. In India 
it is the Government’s policy to ‘en¬ 
sure for the people of the country 
all the benefits that can accrue from 
the acquisition and application of 
scientific knowledge' and now it is 
being assisted in this high ideal by 
the establishment in India of a 
large modern Centre for chemical 
and biological research. 

This Centre, the first of its kind 
in South Asia, has been built and 
equipped by CIBA, and is the in¬ 


spiration of the company’s Chair¬ 
man, Dr Robert Kaeppeli. The new 
Centre will form part of a great 
corporate undertaking, the aim of 
which is not only material progress 
as such but also the establishment 
of conditions of equality between 
man and man and between nations. 
By providing India’s young scien¬ 
tists with the finest facilities for 
research CIBA will not only pro¬ 
duce results of direct practical value 
to the country’s welfare and pro¬ 
gress, but will also reinforce that 
scientific revolution so essential to 
Asia’s future. 

The 70-acre Centre, designed and 
built in little more than two years, 
is at Goregaon, Bombay, its white 
buildings surrounded by palms and 
mango trees. At the inauguration 
ceremony on March 21st, before a 
crowd of over two thousand, the 
Prime Minister, Mr Nehru, wel¬ 
comed the concept of the Centre 
and wished it every success. He felt 
sure that ‘founded as it was on a 
great deal of thought and served by 
eminent scientists, it was bound to 
do good work, good for India and 
good for the world’. Were he young¬ 
er, said Mr Nehru, and scientifically 
inclined, he would like to work in 
such surroundings and under such 
conditions. Before he left the Prime 
Minister helped commemorate the 
opening by planting a young 
Kadamba tree near the main en¬ 
trance. From the Mahabharata we 
know that this tree once flourished 
over large parts of India but the 
gradual desiccation of the land has 
led to its comparative rarity today. 
Although silent perfumed groves on 
the hanks of the Jamuna no longer 
exist, it was here in Vrindaban that 
Lord Krishna played his flute and 
with his music drew the village 
‘gopis’ to him. Gone, too, are the 
temple gardens where the Kadamba 
used to bloom, hut in Chandigarh, 
symbolic of the new India, it is 
once more being planted, its glossy 
light-green leaves affording shade 
and shelter, its yellow flowers swee¬ 
tening the air. And at Goregaon, 
too, a Kadamba tree has taken root, 
a symbol of fertility and growth to 
the scientists there who aTe working 
towards the betterment of the Indian 
people and the welfare of the world. 

CIBA of India Limited 
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Political Systems: An Anthropological Approach 

P G Ganguly 


This peeper is concerned with a critical appraisal of various models of polities, political systems and 
political organisations such as consciously or aconscioudy devised by anthropologists and reported in some 
of the major works of the last twenty years, * 


The search for an ‘anthropological’ approach to the study of political systems, an approach different 
from that of political scientists, leads to the conclusion that there has been no such approach, on a theoretical 
or conceptual level. 

Does this mean that * anthropological* studies of political systems add nothing to our knowledge? 

The answer is a definite ‘no’ so for as knowledge here means conceptual precision, theoretical formu- 
lotions or even terminological agreement. 

Anthropological studies hav« produced a mass of ‘facts’ on a number- of cultures and societies which 
were earlier unknown or inadequately known to conventional students of economics, political systems, law, 
and so forth. As a last resort, therefore , field-work may be pleaded as the distinctive feature of the * anthro¬ 
pological’ approach. 


Stress on field-work was very necessary during Malinowskis times as a reaction to the enthusiasm of 
the stalwarts of the school of unilineal evolution; but it has now more or less become the accepted method, 
wherever possible, for collection of data in all social sciences. Some branches of knowledge with a heavy 
hangover of speculative traditions, for instance economics and political science, may perhaps have a lot to 
learn from anthropologists so far as field-work is concerned. 


Since field-work is now gradually being adopted by others, anthropologists may console themselves 
with the. thought that the ‘anthropological’ approach is spreading. Bui to accept this consolation is to ad¬ 
mit that the ‘anthropological’ approach will soon cease to have anything anthropological about it and will be 
called merely field-work by those who use it. 


The ‘anthropological’ approach, as applied to the study of political systems, can be conceptually 
considered to be different from the approach of political science, if this difference can be shown to the credit 
of anthropology in practice. This being not possible at the moment, the ‘anthropological' approach to politi¬ 
cal systems remains a fruitless article of faith. 


[This paper was presented to a seminar at the Institute of Advanced Studies, Canberra, in September 
1960. It does not, therefore, include comments on walks published since then. The author intends to 
publish a sequel to this paper which will include a systematic bibliography .] 


JN this paper I briefly report the 
results of a part of my continu¬ 
ing search for an ‘anthropological 
approach’ or approaches towards a 
study of what has been variously 
conceptualised as politics, political 
systems and political organisation. 
This search became imperative al¬ 
most as soon as I began my ‘field 
work’ on tribal politics in an Indian 
steel town. Jamshedpur, the town 
and the focal area of my field work, 
is a town with a population of 
about 300,000 sprawling around a 
steel factory with an annual produc¬ 
tion of 2,00,000 tons of steel and 
a number of subsidiary industries, 
with a couple of exceptions, de¬ 
pendent on this steel. The second 
biggest cosmopolitan city of the 
state of Bihar, it is situated in what 
is known as the Chotanagpur Pla¬ 
teau which, since an undatable 
past, has been the home of ‘tribal’ 
categories of various description. 
About 16,000 tribal workers de¬ 


pend on the Jamshedpur industries 
for their living and since they are 
mostly classified by the industrial 
concerns as unskilled, they consti¬ 
tute the lowest levels of the econo¬ 
mic hierarchy in the town. Jamshed¬ 
pur is completely owned by the 
Tata Iron and Steel Company and 
is also serviced and administered 
by it. Jamshedpur has a ‘Town 
Administration’, a topheavy, hierar¬ 
chic bureaucracy consisting of com¬ 
pany employees of various descrip¬ 
tion. It is strongly paternalistic in 
its ideology and, as usual in such 
a situation, it is assumed that the 
Big Brother knows what is good 
for the society and he does always 
everything to ensure it. There is 
no elected local government in 
Jamshedpur and therefore the most 
important arena for local politics 
does not exist in the town. Under 
the circumstance, it appeared to me 
for some time after I reached my 
field that the problem I wanted to 


study did not exist. Confronted 
with such a frustrating situation, I 
was forced to examine the nature 
of what I understood as politics as 
a student of anthropology and in 
this paper I submit for discussion 
the results of a part of my enquiry. 
In effect, I am concerned With 
a critical appraisal of various mo¬ 
dels of politics, political systems 
and political organizations as cons¬ 
ciously or aconsciously devised by 
anthropologists and reported in 
some of the major works of the 
last twenty years. Needless to say, 
a detailed analysis of this kind will 
produce results requiring a full 
length book. Within the limited 
space of this paper, therefore, I am 
necessarily selective in my referen¬ 
ces but I hope that they are ade¬ 
quate as evidence in support of 
some of my conclusions and also 
as an indication of the value of 
much-needed enquiries of this kind. 
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A ‘political system’ or ‘politics’ 
is normally studied by political 
scientists. What special contributions 
qould I make, 1 asked myself, to 
the study of tribal politics with my 
background of anthropology and 
sociology while, for the time be¬ 
ing, ignoring my background a s a 
student of political science? The 
answer that first came to my mind, 
originated from the fact that politi¬ 
cal scientists ordinarily do not 
study tribal politics and, therefore, 
this can be taken up by an anthro¬ 
pologist as a left-over. This con¬ 
venient answer on second thought, 
however, did not appear to be an 
answer at all — it only gave rise 
to more questions. A number of 
political scientists — David Apter, 
for instance — are now successfully 
turning towards the study of tribal 
societies in which political and 
administrative institutions developed 
mainly in England are being incor¬ 
porated. I am referring to Apter’s 
book “Gold Coast in Transition”. 
The ‘left-over’ justification for an 
‘anthropological’ approach to poli¬ 
tical systems is, therefore, based on 
a shaky foundation. In addition, 1 
found it difficult to accept this 
justification on account of a feel¬ 
ing which, 1 hope, is not merely 
personal. I felt that if I failed to 
discover a sound conceptual basis 
for an ‘anthropological approach’ 
to political systems, my work will 
probably be merely an incompetent 
intrusion into what legitimately 
falls within the expertise of politi¬ 
cal scientists. I did not find it easy 
to wish away this intellectual dis¬ 
tress with the consolation that 
political scientists who have studied 
tribal politics are still luckily very 
few and, therefore, anthropologists 
in fact have almost the whole fer¬ 
tile field for research left to them¬ 
selves. 

Anthropologists generally assert 
that their works on politics or poli¬ 
tical systems are different in kind 
from the works of political scient¬ 
ists, and anthropological studies 
have a nature, and objective denied 
to the tradition of political scientists. 
Political scientists, traditionally so- 
called, would uncritically but readi¬ 
ly have granted me the benefit of 
this assumption for they, in their 
turn, tend to assume that they have 
interests and objectives which fall 
Outside the scope of anthropology 
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and sociology and thereby consti¬ 
tute the distinct field of study co¬ 
vered by political science. Almost 
all anthropologists to my knowledge 
who have written on politics, politi¬ 
cal systems or political organiza¬ 
tions, are agreed that they found 
the works of political scientists of 
no use on account of the ‘fact’ that 
political science deals with complex 
societies and operates with concepts 
which at best are valid mainly in the 
political systems of the West. Thus 
we see that so far as anthropology 
and political science are concerned, 
the practitioners of these two dis¬ 
ciplines have helped each other in 
creating distinct self-images of their 
points of view and objectives. 

I must, therefore, try to discover 
the characteristic anthropological 
point of view that can be brought 
to bear upon the study of politics, 
tribal and non-tribal, a point of 
view r operationally useful for re¬ 
search and analytically distinct 
from the point of view or prospect¬ 
ive of political science. 

“African Political .Systems'’ 

1 want to begin this search by dis- 
cussing the theoretical, foundation 
of “African Political Systems”, the 
first concerted effort on its scale 
for applying ‘anthropological ap 
proach’ to the study of political 
systems (1940). in effect. it con¬ 
tains a description of what has been 
conceptualised by Radcliffe-Brown 
as a political system, based on 
field data from eight African tribes. 

The significance of this book can 
be judged from the fact that since 
its publication till today, despite 
criticism to which it has been sub¬ 
jected from time to time, it has re¬ 
mained the primary source of in¬ 
spiration among anthropologists 
with interest in political systems. It 
also appears to be, perhaps, the 
only study on political systems by 
anthropologists which has, with 
some success, attracted the attention 
of a few political scientists who are 
unhappy about the conventional 
conceptual foundation of their dis¬ 
cipline. (The Political System. 
David Easton). As a first study, 
‘‘African Political Systems” was a 
courageous effort and, to my mind, 
Radcliffe-Brown at least posed the 
fundamental problem with his cha¬ 
racteristic perspicacity. The papers 
included in that book, however, do 
not show any concern with concept 
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and theory —they were field re¬ 
ports! My discussion, therefore, 
will be based mainly on Redcliffe- 
Brown’s introduction and occasion¬ 
ally on the formulations of Evans- 
Pritchard and Myer Fortes. 

Stressing the need for conceptual 
clarity and what I have elsewhere 
called model-building, Radcliffe- 
Brown gives a very sound advice 
which is, alas, generally ignored in 
anthropology by one and all. Says 
Radcliffe-Brown:* 

“ The successful use of the compa¬ 
rative method depends not only upon 
the quantity and quality of the fac¬ 
tual material at our disposal, but also 
upon the apparatus of concepts and 
hypothesis which guide our investiga¬ 
tions. The difficulty in science is not 
in finding answers to questions once 
they have been propounded but in 
finding out what questions to ask 

Then again: 

" The factual material available for 
a comparative study of the political 
institutions of the simpler societies is 
inadequate both in quantity and qua¬ 
lity . The quality of descriptive 

data, their value for comparative 
study, depends to a considerable ex¬ 
tent on how the observer understands 
the theoretical problems for the solu¬ 
tion of which the data he collects 
are relevant. In science, observation 
and the selection of what to record 
need to be guided by theory ”, 

These paragraphs speak for them¬ 
selves very clearly and my sug¬ 
gestion. elaborated elsewhere, that 
for a systematic study, one has to 
begin with an explicit model, is in 
complete agreement with Radcliffe- 
Brown’s views. He makes the 
following specific observations on a 
model for studying political institu¬ 
tions: 

“ If wc are k> study political insti¬ 
tution? in abstraction from other fea¬ 
tures of social systems we need to 
make sure that our definition of 
' political ’ is such as to mark off a 
class of phenomena which can pro¬ 
fitably be made the subject of separate 
theoretical treatment”, (p xii) 

Hadcliffe-Brown’s definition of 
‘political’, to mark off a class of 
phenomena which can profitably be 
made the subject of separate the¬ 
oretical treatment, is as follows: 

“ In seeking to define the political 
structure in a simple society, we have 
to look for a territorial community 
which is united by the rule of law. 
By that is meant a community through- 

* “African Political Systems", (ed) 

Evans-Pritchard and Mver Fortes, 

Introduction by Radcliffe Brown, 

1940, p xiii. 
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out which public sentiment is con¬ 
cerned either with application ot 
direct or indirect penal sanctions to 
any of its own members who offend 
in certain ways, or with the settle¬ 
ment of disputes and the provision of 
just satisfaction for injuries within 
the community itself ", 

Our troubles really begin here. 
Though Radcliffe-Brown says, and 
most anthropologists uncritically 
follow him in this respect, that in 
the study of simpler societies an 
anthropologist finds that concepts 
and theories of political philo¬ 
sophers . , . axe, unserviceable or 
insufficient, his definition of the 
‘political’ is nothing but a re-ap¬ 
pearance, in a rather mystic garb, 
of the conventional definition of 
state in political science, f do not 
want to elaborate this statement 
here because I will soon come to a 
paper by M G Smith in which the 
foundational concepts of “African 
Political Systems” have been examin¬ 
ed in detail and rejected. I will, 
however, like to only point out 
here that long before “African Poli¬ 
tical Systems” appeared a number of 
political scientists like Charles 
Merriam, and Lasswell in America, 
George Catlin and Harold Laski in 
England and writers on political 
sociology like Michel, were re¬ 
examining the traditional con¬ 
cepts and categories of political 
science, thereby opening up a 
boundless field for further research. 
Harold Laski's rejection of the con¬ 
cept of monistic views of sovere¬ 
ignty which were propounded by 
John Austin and his pluralistic 
interpretation of sovereignty were 
indicators of a new ‘sociological’ 
trend in Political Science and if 
anthropologists had taken care to 
acquaint themselves with the works 
of some of these writers, it would 
not hat'e been possible for them to 
reject ‘political philosophy’ with 
naive facility. Incidentally Rad¬ 
cliffe-Brown, Evans-Pritchard and 
Fortes do not refer to Political 
Science at all — they refer only 
to political philosophy and they 
reject it as a whole body of know¬ 
ledge on the assumption that it deals 
with the ‘ought’ rather than the 
‘facts’ of political behaviour and 
its concepts refer only to a limited 
number of types — namely, to the 
Western types. Anthropology, as 
Radcliffe-Brown says, wants to 
develop concepts which will be 


universally applicable for analys¬ 
ing political systems. 

It is simply not true that the con¬ 
cepts of political philosophy relate 
to the Western types only*' In the 
West, Political Science has now a 
history 2500 years old, beginning 
with Plato and Aristotle. Aris¬ 
totle was interested in the model 
of a city-state but during the inter¬ 
vening period between Aristotle and 
our times, even in the Euroamerj- 
can context, political systems have 
been undergoing so many critical 
changes that if we take the trouble 
to analyse the works of major poli¬ 
tical philosophers, we shall find a 
variety of models for analysis. Con¬ 
sider for a moment the vast diffe¬ 
rence between Aristotle's Politics 
and Machiavelli’s Prince and then 
it will become clear that the atti¬ 
tude of anthropologists to Political 
Science is very simplistic indeed. 
This reluctance of anthropologists 
to profit from a body of knowledge 
as old and as' new as political 
science, reflects a mood of self- 
complacency which is enemy num¬ 
ber one for fresh and creative think¬ 
ing. As f soon propose to show, 
this mood and neglect of concep¬ 
tions! and theoretical problems 
prior to fieldwork on political 
systems, — a point so well clarified 
by Radcliffe-Brown as I showed 
earlier — make. ‘anthropological’ 
studies on political system as 
amorphous and confused as the 
works of some political scientists — 
the only difference being that 
anthropologists base their confusion 
on ‘data’ drawn from unknown or 
unsatisfactorily known tribes while 
political scientists naturally depend 
for their ‘data’ on the societies 
known to them. I substantiate my 
observations by critically examining 
the models of ‘political systems’ as 
used by anthropologists in some of 
the major relevant works during 
the last 20 years, since the publica¬ 
tion of “African Political Systems” I 
want to do this by outlining the 
general trend of criticism to which 
“Africah Political Systems” has been 
subjected while postponing for a 
while my examination of its concep¬ 
tual arid theoretical foundation. 

Critical Appraisal 

“African Political Systems” 

While its theoretical and con¬ 
ceptual foundation has been largely 


left untouched, “African Political 
Systems’* has been subjected to a 
variety of criticism. Tins criticjam 
has been essentially concerned in 
anthropological circles with its 
three fold classification of ‘political* 
systems, namely (a) those in which 
political relations can be taken as 
coterminous with kinship relations 
(b) centralised states and (c) 
societies in which the characteris¬ 
tics of centralised states were not 
found and, therefore, they raised 
the question of the locus of power 
and authority in them without which 
they could not persist as viable 
entities. These were the stateless 
societies. 

Centralised states, even in ‘primi¬ 
tive’ Africa, were in broad features 
analogous to some of the systems 
included in the range then known 
in the complex societies of the 
West and this perhaps is the reason 
why despite a spate of fieldwork 
reports on centralised ‘political 
systems’ in Africa, theoretical inte¬ 
rest of anthropology in this area 
has been of a very languishing 
kind. Active interest, however, has 
been maintained in anthropology 
in the stateless societies, taken up 
first as a research problem by 
Evans Pritchard in his “Nuer” pub¬ 
lished in 1940, the year in which 
“African Political Systems” was 
published. 

Indications, however, that the 
typology accepted in “African 
Political Systems”, is unsatisfactory, 
can be found in Oliver (1947) 
Brown (1951) and Bemardi (1952). 
Smith's brilliant analysis ol the 
foundational shortcomings (1956) 
is only mentioned at this stage for 
it needs a detailed reference a little 
later. Smith argues that with the 
theoretical apparatus of the contribu¬ 
tors of “African Political Systems”, 
typological refinements cannot gain 
much. Results of a number of 
studies spread over a decade have 
similarly compelled further classi¬ 
fication of what in African Political 
Systems were treated as stateless 
societies. Thus : 

" Among politically uncentralised 
societies alone, there are several ex¬ 
ample* which do not conform to the 
type mentioned in that book. In 
much of central Africa, for example, 
there are politically uncentralized 
societies in which there i« no corp°' 
rate lineage. The main political struc¬ 
ture is provided by relations between 
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What have components to do with a can ? 


What has a radio or bicycle component to do 
with a can ? 

Plenty! It has to do with what engineers 
term “press tool know-how”. Engineering 
experience in precision drawing and forming 
of sheet metal for packaging has been extend¬ 
ed by Metal Box to the production of vital 
industrial components. 

From clutch-covers to extruded transformer 
cans. Metal Box serves the radio, automotive 
and electrical industries with a wide range 
of precision-made components, all of which 
were previously imported. These—and the 
essential can-closing and bottle-sealing 
machinery manufactured m India by Metal 
Box—help save over Rs 60 lakhs of valuable 
foreign exchange every year. And Metal Box 
machines are exported too. 


i”--- 

I In 1933 Metal Box brought to India 
J for the first time modern packaging 
j techniques. Since then, it has pioneered 
J almost every new development in metal 
. packaging. Research and technical deve- 
I lopment have helped Metal Box create 
j new products, find new materials and 
| evol ve improved manufacturing processes, 

I And Metal Box shares the fruits of these 
• achievements with the Indian packaging 
l industry as a whole. 



METAL BOX 

pilferproof and protective packaging 
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chiefs and villages af cog na tic kin 
related in various ways to a head¬ 
man and free to choose their village 
residence where they please. Political 
authority is here vested in Chiefs and 
headmen". (Gluckman 1950; Colson 
and Gluckman 1951). 

" Another type is that in which 
political relations between local groups 
are controlled by the holders of sta¬ 
tuses in age-set and age-grade systems, 
in whom political authority is vested. 
They are found mainly in East Africa 
among the Nilo-Hamitic-speaking peo¬ 
ples and their neighbours (Hunting- 
ford 1953a and 1953b; Gulliver 1953; 
Middleton 1953). Yet another in¬ 
cludes those societies in which politi¬ 
cal authority is vested in village coun¬ 
cils and associations, such as the Ibo 
and Yako(Fordc and Jones 1950; 
Forde 1939). 

Here it looks as though we have 
a positive instance of anthropolo¬ 
gical contribution to the study of 
political systems. But let us ask 
the awkward question again. What 
is all this classification about? 
Why, of course, about political 
systems or relations? And what 
are political relations? We re¬ 
member Radcliffe-Browne’s an¬ 
swer in terms of law and warfare. 
Eighteen years after him, let us 
sec, if Middleton and Tail who in 
“Tribes without Rulers” have under¬ 
scored the taxonomic re.finements 
which I noted in the last para¬ 
graph, have a new answer to our 
question. 

“ Political relations are those in 
which persons and groups exercise 
power or authority for the mainten¬ 
ance of social order within a terri¬ 
tory. They are twofold. There are 
first those relations between a given 
unit and others, which ensure its 
unity vis-a-vis other units. These ex¬ 
ternal relations may be seen as essen¬ 
tially antagonistic or competitive, and 
are likely to be those based upon 
power devoid of legitimate authority, 
or at least uncontrolled by any supe¬ 
rior authority. They are between 
structurally equal units (nations, tri¬ 
bes, clans, lineages). And secondly 
there are those relations internal to 
the given unit, which ensure the cohe¬ 
sion of its constituent elements and 
its orderly internal administration. 
These relations are particularly those 
of legitimate authority and are usual¬ 
ly between units arranged hierarchi¬ 
cally (king and subject, elan head 
and clan member) ”. 

It can be noted at the very out¬ 
set that Middleton and Tait distin¬ 
guish power from authority. The 
former is concerned with compe¬ 
titive behaviour between ‘struc¬ 
turally similar units’, while the 
latter is hierarchic, administrative. 


(specifically legitimate and ensures 
cohesion internally to a given unit. 
This important distinction, clearly 
in need of further elaboration, did 
not occur to Radcliffe-Brown or 
to other contributors to the "Afri¬ 
can Political Systems” and as Smith 
has argued, brought them to grief. 
But no sooner we note with approval 
the analytical distinction between 
power and authority than we find 
that Middleton and Tail have not 
been consistent in their application 
of this conceptual distinction to the! 
development of their arguments in 
the expository introduction. I will 
give only two examples. 

Example I 

According to definition (Page i) 
political Relations are of two 
types 

(a) external (b) internal 
Properties of external relations: 

Between structurally similar units, 
competitive or antagonistic, ensur¬ 
ing unity of a given unit vis-a-vis 
other units, devoid of legitimate 
authority, based on power. 

Now. while referring to the three 
fold classification of African Poli¬ 
tical Systems, we are told: The 
third type includes societies in 
which political authority is uncen¬ 
tralised. In them there is no holder 
of political pouter at the centre 
and specialised roles with clearly 
defined political authority are less 
easy to find. 

Here our difficulties are two-fold. 
Since, hv definition, relevance of 
power is between structurally 
equal units. I do not see how we 
can logically seek power at the 
centre. If the raison d'etre of 
power is in competition, the ques¬ 
tion of its centralisation does not 
arise for it is meaningless to talk 
in terms of a centralised compe¬ 
titive system. 

The second difficulty arises from 
a sudden introduction of the con¬ 
cepts of ‘political authority’ and 
‘political power’. We were earlier 
told that ‘political relations' are 
of two types — one based on power 
(not political power) and the other 
based on authority (and not poli¬ 
tical authority). This is no mere 
quibbling of words for if we talk in 
terms of ‘political power’ and 
‘political .authority’, we are inesca¬ 


pably assuming that there are 
various types of power and autho¬ 
rity. The problem which we then 
have to face is one of discovering 
the properties that render power 
and authority ‘political’ and there¬ 
by distinguish them from other 
types of power and authority. This 
has nowhere even been attempted 
by Middleton and Tail. I am, 
therefore, left in the following 
frustrating situation ; 

Political relations are those 
that are involved in power and 
authority relations. ’Political 
authority’, therefore, means such 
of those power or authority re¬ 
lations as are involved in autho¬ 
rity. ‘Political power’ means, 
similarly, such of those power or 
authoritative relations as are 
involved in power relations. 

Let us put these propositions in a 
simple symbolic form. Let ‘X’ 
stand for political relations, ‘a’ and 
‘b’ for authority ancl power re¬ 
spectively. Then we have : 

‘X’ involves ‘a’ and ‘b\ i.e. the 
definition of ‘a’ involves ‘X’; the 
definition of ‘h’ involves ‘X*. 
Now, if the definition of ‘a* 
involves ‘X’ as the above propo¬ 
sition assumes then a definition 
of ‘a’ qualified by ‘X’ will involve 
qualification of ‘X’ in terms of 
‘X’. Similarly if the definition 
of ‘b’ involves ‘X’, then a defini¬ 
tion of ‘b’ qualified by ‘X’ will 
involve qualifying ‘X’ by ‘X . 

Suppose we define a rose as a 
(lower which is red. Then a red 
rose will be a flower which is red 
red, This is not only an argument 
in circle but unalloyed absurdity.lt 
is clear, therefore, that the ideas 
of Middleton and Tait about the 
interrelations of ‘Political relations’, 
‘authority’ and ‘power’ unwittingly 
drop us in a logical quandary and 
nothing rationally intelligible can 
be derived from their proposition*. 

I now pass on to the second exam¬ 
ple. 

Example II 

Middleton and Tait point out 
that the morphological range of 
political systems in Africa is by 
no means limited to the three types 
elaborated in “African Political 
Systems” and then they proceed to 
make the following observations: 

" The chief factors that differenti¬ 
ate African political organisation* are 
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the degree in specialisation in role* 

that enter into political and adminis¬ 
trative activities, etc”. 

This implies that ‘political orga¬ 
nisation ’ is the generic category 
which includes the specific and 
analytically discrete categories of 
(a) political activities and (b) 
administrative activities. Obviously 
the adjective ‘political* cannot have 
the same meaning in the two con¬ 
texts ( i) when used to qualify the 
term ‘organisation’ and (ii) when 
used to qualify ‘activities’. If the 
meaning is the same, we reach 
the absurd conclusion that a 
generic category is wholly a part 
of a specific category while the 
specific category in question is it¬ 
self a part of the generic category 
by definition. If, however, the 
meanings are different, it is desir¬ 
able to specify them or, prefer¬ 
ably, use different terms. Jn the 
circumstance, since the two mean¬ 
ings, if intended by the authors, 
have not been specified, we are 
forced to conclude that either the 
adjective ‘political’ in the two 
contexts means nothing or else by 
using it simultaneously in a gene¬ 
ric and a specific sense, the authors 
have unwittingly made an absurd 
statement. 

The result, however, is the same 
in both cases. The statement that 
“The chief factors that differentiate 
African political organisations are 
the degree of specialisation in 
roles that enter into political and 
administrative activities . . . etc.”, 
conveys no rationally intelligible 
meaning. 

Then again, while defining 
political relations based on autho¬ 
rity we were told (pi) that (they) 
are relations that are internal to 
the given unit, and they ensure the 
cohesion of its constituent elements 
and its orderly internal administra¬ 
tion. Here, therefore, admini¬ 
strative relations are based on 
authority as distinguished from 
power and are specific to the 
generic category of ‘political rela¬ 
tions’. But in the statement quoted 
earlier (The chief factors that 
differentiate African political orga¬ 
nizations .roles that enter 

into political and administrative 
activities . . . etc.) administrative 
activities have been conceptualised 
first as a part of ‘political’ organi¬ 
sation in accordance with the two 


types of political relations (those 
based on authority and those hinted 
on power) but, in the same breath, 
administrative activities have also 
been distinguished from ‘politic*!’ 
activities. Therefore two conflict¬ 
ing conclusions follow: 

(a) Political relations include 
administrative relations 

(b) Political activities (there¬ 
fore, political relations) 
exclude administrative ac¬ 
tivities (therefore, admi¬ 
nistrative relations). 

If words have meanings, we are 
compelled to conclude that Middle- 
ton and Tait have operated with a 
model of political relations in 
which a part is occasionally bigger 
than the whole and the occasions 
are wholly unpredictable, probably 
Alice in the Wonder Land will feel 
intrigued about such a phenomena 
but a mere anthropologist with 
ambitions to be rational and willing¬ 
ness to be systematic, cannot but 
feel unhappy about this instance of 
political relations. 

Conceptual Confusion 
It has now to be admitted that 
the promising distinction between 
authority and power with which 
Middleton and Tait started, did 
not unfortunately carry them very 
far for they were overpowered by 
their conceptual confusion. It is 
difficult to judge in this background 
the actual measure of our theore¬ 
tical progress since Radcliffe- 
Brown’s classic formulation of the 
problem. 

It might be argued that though 
the theoretical introduction in 
“Tribes without Rulers” is obviously 
unhelpful, its constituent papers 
based on field materials are likely 
to be more illuminating. This 
involves a paper by paper analysis 
which, however, is not intended 
here. I will, instead, quote at 
length and discuss Laura Bohan- 
nan’s conclusions in her paper 
included in “Tribes without Rulers”, 
a conclusion which she apparently 
reaches on the basis of her analysis 
of her field material. Thus: 

“ Territorial organisation is an im¬ 
portant element of any political struc¬ 
ture, and it is generally accepted that 
the expression' of the political and 
territorial structure is to be found in 
the fields of law and warfare. (Radr- 
liffe Brown). Certainly and obviously 
this genrral definition has determined 


the topics discussed in this aitlcfe. 
Yet it is also obvious that those In¬ 
stitutions which emerge in the light 
of activities relevant to this de&p- 
tlon are by no means limited to or 
even predictable from a discussion of 
political structure (taken from the 
same definition). 

“ I believe this consequent to the 
far leas general (it does not even 
approach the abstract) notion we 
held of political activity in law and 
warfare. We have used in this defini¬ 
tion, the sphere of relevance of that 
aspect of social organization which 
also determines territorial loyalties. 
But a simple reversal of definition, 
using the activities so defined to find 
the organisation in another society, 
is not necessarily a happy analytical 
procedure. 

“ Where, as among the Tiv, there 
is no purely political and governmen¬ 
tal organisation — I refer to a pat? 
terning of statuses and institutions 
and their correlation with arrange¬ 
ment of groups we refer to as struc¬ 
tures — there is no clearly delimited 
sphere of political affairs. The Tiv 
language contains no word which 
might be translated ‘political’. There 
is no culturally organized sphere of 
activities which might enable u« to 
say that so-and-so has taken to poli¬ 
tics. If, on the other hand, we abide 
by the relevance of anything concern¬ 
ed with the maintenance of peace 
and the waging of war, then we must 
also say that there is no single inter¬ 
group of interpersonal relationship in 
Tiv society which does not 1 sometime 
serve political purposes nor any as¬ 
pect of Tiv affairs not at some time 
of political concern. 

“ If we try to isolate certain attri¬ 
butes of the roles of elders or men 
of influence as political, we falsify 
their true social and cultural position, 
for we give not a precis but a digest 
of their roles . 

" Finally. I mean this in a positive 
and not a negative way : a segmen¬ 
tary system of this sort functions not 
despite but through the absence of 
an indigenous concept of ‘the politi¬ 
cal’! Only the intricate interrelations 
of interest* and loyalties through the 
interconnection of cultural ideology, 
systems of social grouping, and orga¬ 
nisations of institutions and the con¬ 
sequent moral enforcement of each 
by the other, enable the society to 
work. To isolate part of it a* ‘poli¬ 
tical’ may be correct, in so far as our 
definition of the political is concern¬ 
ed, but to do so robs the society of 
those very factors which endow it 
with vitality 

Bohannan’s style leaves scope for 
ambiguity but. it appears that she 
agrees with Radclifle-Brown in so 
far as her choice of topics is con¬ 
cerned, Bohannan proceeds to say: 

“ Yet it is also obvious that those 
institutions which emerge in the light 
of activities relevant to this definition 
are by no means limited to or even 
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predictable from a dUcusaion of poli¬ 
tical structure (taken from the same 
definition) 

She is, perhaps, suggesting that 
if we accept Radcliffe-Brqwn’s de¬ 
finition of political organisation, 
and, therefore, analyse activities 
pertaining to law and warfare, in¬ 
stitutions emerge as a result of this 
analysis which are not ‘limited to 
or even predictable from a discus¬ 
sion of political structure’, that is 
to say, perhaps, we discover that 
certain institutions while involved 
in activities of law and warfare are 
also involved in systems of activi¬ 
ties with other goals, say religious 
or economic. Moreover, if we de¬ 
fine after Radcliffe-Brown the poli¬ 
tical organisation as the one con¬ 
cerned with law and warfare, we 
cannot predict on the basis of this 
definition the variety of institutions 
likely to.be involved in legal affairs 
and warfare. If this is what Bo- 
liannan moans, she is simply con¬ 
tending that political relations are 
pervasive throughout a social sys¬ 
tem or through a part of it, for 
many institutions may be variously 
and simultaneously involved in 
legal operations and war operations. 
Secondly, the institutions thus in¬ 
volved cannot he deduced from the 
concept of law and warfare and, 

1 should imagine, therefore, will 
have to be empirically determined 
in given cases. If my reading is 
correct, Bohannan does not add any¬ 
thing new to Radcliffe-Brown’s de¬ 
finition for he defines political rela¬ 
tions as an aspect of social rela¬ 
tions rather than as a specific kind 
of social relations. Bohannan’s 
suggestion goes back to the diffe¬ 
rence of approach in the definition 
of ‘political relations' between 
Evans-Pritchard and Radcliffe- 
Brown; Kvans-Pritchard visualised 
political relations as qualitatively 
different in kind from other types 
of social relations, a distinct type 
of behaviour that can be called 
‘political’ (The Nuer, p 263) while 
Radcliffe-Brown maintained that 
political relations are an aspect 
of social relations and not a special 
mode of behaviour. Bohannan s 
modification in this context, if My, 
does not visibly emerge from her 
analysis. 

On the other hand, I think, she 
considerably confuses the issue by 
arguing from the premise that the 
Tiv language has no term that can 
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be translated as ‘political’! In the 
Hindi speaking areas of Indian 
villages, people to my knowledge do 
not have an exact equivalent for 
the term politics, but this linguistic 
fact has not succeeded even in 
slightly suppressing village politics 
in those areas. For the devotees of 
Gandhi, he was a saint and was far 
from politics and for the British 
he was a shrewd politician. Whe¬ 
ther a thing is this or that largely 
depends on one’s point of view (The 
model again!). As anthropologists, 
we are interested in the term ‘poli¬ 
tical’ as an analytical concept de¬ 
signating a domain of behaviour 
with specifiable properties. 1 do 
not here want to go into the details 
of concept-formation but I want to 
note the need for distinguishing 
what Durkheim called ‘social facts 
from ‘analytical concepts’. 


Politics tnd Society 

Then again, if we are unable to 
say among the Tiv that so-and-so 
have taken to politics, do we have 
to necessarily conclude that “the 
Tiv do not have any organisation 
that is purely political or govern¬ 
mental’'? I do not know what 
Bohannan means by politics. This 
is an undefined term suddenly in¬ 
troduced. The expository introduc¬ 
tion does not define this term either; 
it has not probably been used 
there. Even in common parlance 
when we say that someone has 
taken to politics, we normally mean 
that one is competing for power, 
probably, by using unfair means 
and not that he has become an 
office holder in the government. 
Opposition members in a parliament 
take to politics but they may be so 
ineffective that the government may 
be completely unconcerned about 
them. It appears that Bohannan 
has used the terms ‘government’, 
‘political organisation’ and ‘politics 
as interchangeable terms without 
defining anyone of them under the 
circumstance; her critical attitude 
towards Radcliffe-Brown’s definition 
of ‘political organization’, remains 
merely an attitude which due to her 
own confusions appears very inele¬ 
gant indeed. The last straw that 
breaks the camel’s back is her con¬ 
cluding statement. It is correct to 
isolate, she says, a part of the com¬ 
plex of cultural ideology, grouping 
system etc. and call it ‘political’, 
in so far as our definition of ‘politi¬ 
cal’ is concerned, but such an act 


proves fatal to the facts which lend 
vitality to the society. As 1 pointed 
out earlier in this report, after • 
Radcliffe-Brown’s contention that 
this ‘isolation’ is analytically neces¬ 
sary, Bohannan makes this state¬ 
ment without giving us her reasons. 
This is putting the clock back. 
What is the way out of the straight 
and narrow path between being 
correct and being a devitaliacr tff 
social facts? Perhaps, none. Bohan¬ 
nan concludes her paper with this 
metaphysical statement. I cannot 
resist the observation that such a 
statement is possible only if the 
nature and purpose of the intellec¬ 
tual process of unalysis are wholly 
misunderstood. 

We might now tend to argue that 
despite this pervasive and stultify¬ 
ing confusion which informs "'Tri¬ 
bes without Rulers’ - , the book after 
all contains a lot of ‘data’ (no 
matter on what!). This is what 
probably Evans-Pritchard had in 
mind when in his preface (P-x) 
he said that by reading this book 
together with African Political 
Systems one can get 'a very good 
idea of what African societies are 
like, those described being repre¬ 
sentative of most types of African 
society and since they are widely 
distributed throughout the conti¬ 
nent, representative of most distinc¬ 
tive forms of African culture’. One 
may be willing to grant this but 
then the stated objective of these 
two bookg was intended as anthro¬ 
pological studies of political sys¬ 
tems and not a collection of essays 
on African culture for liberal edu¬ 
cation. Since Evans-Pritchard can 
be charmingly indifferent to all the 
criticisms of “African Political Sys¬ 
tems’’ piled on it since its publica¬ 
tion. he can well-afford to say 
about "‘Tribes without Rulers" that 
‘by reading a book of this kind (the 
layman or someone working in a 
cognate discipline can) skim the 
cream of recent research and get 
an idea also of its methods, for 
these essays also illustrate the ad¬ 
vance anthropology has made in 
recent years in method and theory’. 
To say the least, Evans-Pritchard 
has visibly evaded the issue here. 

It remains doubtlessly a fact 
that “African Political Systems” 
and “Tribes without Rulers” cannot 
be claimed creditably as contribu¬ 
tions of anthropology to the study of 
political systems. Downright in- 
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‘ different analyses vitiate both of 
them and they operate vrfilh ton- 
■}■" cepts which are inadequately defin¬ 
ed and inconsistently applied. 
Decades of datu collection have 
not been iery helpful for here the 
problems are not ‘Incttial" at all; 
they are chronical/) conceptual. 

“Segmentary l.ineugr .System*”: 

H t; Smith 



It is, indeed, difficult to summa¬ 
rise the positive pains of anthro¬ 
pological studies on political sys¬ 
tems. It is more fruitful to sum¬ 
marize the negative lessons and 
account for them. This I propose to 
do largely along the lilies, develop¬ 
ed liy Smith in his paper {JR .41) 
on Segmentary Lineage Systems. 
Though Smith's analysis of the con¬ 
cept of (jolitical system is largely 
based on “African Political Systems" 
it is applicable with equal force to 
Tribes without Rulers which though 
published two years after Smith's 
paper, makes no use of it. Says 

Smith: 



v-. 1 ’■'V 


“ . . The concept ions of govern¬ 
ment and politieal organisation which 
inform their classification do not per¬ 
mit of tmich further refinement of 
the categories developed about them. 
Of itself, this would strongly suggest 
that the conceptions informing ihese 
categories are of douhtful value, and 
may need revision. This view is 
strengthened by an examination of 
the relations between government, 
political system, and administration, 
ns set out in segmentary theory. At 
one lime, government is equated witli 
political system (Fortes and Evans- 
Pritchnrd 1940, p 6): at another 
time it is equated with administrative 
structure, and regarded as a compon¬ 
ent of political systems (p 5). Al one 
time political relations are defined a J 
intergroup relations (Evans- Pritchard 
1940a) at another in terms of io- 
errive force (p xxiii), at yet another 
in terms of eorotnuuity values 
(pp 20-i) ; in one version of the the 
ory, territorially distinct sections pro- 
vide the basis of segmentary political 
organisation, in another, we arc told 
that similar organisation obtains 
among the Logoii and the Tallensi. 
' who have no clear spatially-defined 
units’ (p (>1. And ihe pioblrm ol 
the limits of political rominnnities is 
never resolved, since the two criteria 
of political action used in its exami¬ 
nation are contradictory, namely 
force, which would operate through 
feud, war. and the like, and moral or 
legal norms, sacralized by ritual, to 
sustain an equilibrium (Fortes and 
Evani-Pritchurd 1940. pp 34 4)”. 

Smith accounts for this frustrating 
situation in the following words, 

“ Thi* methodology is unsatisfac¬ 
tory: in this it reflects an inadequate 
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theory, and follows an inadequate 
typology. All three deficiencies are 
inseparably linked with the inadequate 
definition of political organisation, 
behaviour, and community, the un¬ 
certainty about the relation between 
political organisation and government, 
the mistaken choice of centralized 
force as criterion for classification of 
political systems, and the failure to 
define and analyse administrative pro- 
re«s explicitly, A false problem has 
been created by an inadequate under¬ 
standing of political action, and this 
leads to a false dichotomy.. 

Ip 46) 

Almost all anthropologists in 
practice have failed to draw the 
necessary analytical distinction bet¬ 
ween the dual processes — administ¬ 
ration and politics — subsumed in 
tbe general process of government 
and to pursue the analytical impli¬ 
cations of this distinction. Natu¬ 
rally. therefore, a whole host of 
problems that arise, if this distinc¬ 
tion is made, evaded the analysis 
of these students. For instance, 
governmental process comprising 
administration and politics, can be 
isolated for study, a» argued by 
Smith, within all social units and 
between them. If this is accepted, 
it becomes necessary lo specify 
levels of government, administra¬ 
tion and politics. From ibis point 
of view, studies on the so-called 
state societies were largely descrip¬ 
tions of administrative systems ob¬ 
taining over a territory held by 
Paramount Chiefs, Chiefs and their 
subordinates. f use the word 
‘largely’ advisedly because in these 
descriptions we find information on 
an action system which is hierar¬ 
chic. with centres of formalised 
power occupied by a variety of 
officers, a super-ordinale-subordi- 
nate system of behaviour operating 
with the sanction of rules and re¬ 
gulations. presented as a hotch¬ 
potch with occasional information 
on another action system, analyti¬ 
cally distinct, in which its consti¬ 
tuents are not hierarchic but contra¬ 
posed as competitors — and not as 
administrators — for power. The 
second action system has been 
called political by Smith. Contri¬ 
butors to the “African Political Sys¬ 
tems" did not distinguish these two 
action systems and, therefore, they 
failed to look for the data in de¬ 
tail which could illuminate the in¬ 
terrelations. Jn “Tribes without 
Rulers", this distinction though in¬ 
troduced in the beginning, soon 
failed to keep tip the interest of 
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the students with results of the 
kind a few specimens of which we 
have already examined. 

Full 18 years rolled by between 
“African Political Systems” and 
“Tribes without Rulers” with no 
theoretical advancement, gains in 
conceptual clarity or widening of 
the intellectual horizon. 


Intimations of New Trends 

In its grasp of the fundamental 
problems involved in studies of 
political action. Smith’s paper stands 
by itself in its quality. But it also 
stands almost alone in the sense 
that it has not yet succeeded in 
stimulating further works along its 
basic formulations. Nevertheless, 
even before this paper was publish¬ 
ed. an important trend in the ‘an¬ 
thropological' studies of political 
systems and politics began lo take 
its first experimental steps. This 
trend, in its positive and progres¬ 
sive aspect, explicitly or impli¬ 
citly rejects Radcliffe-Rrown’s mo¬ 
del of the ‘political' and embodies 
attempts at constructing new mod¬ 
els with variables different from 
those suggested by RadcliflV-Brown 
and his followers. In its negative 
aspect this trend is characterised 
by the fact that these efforts do not 
try to profit from a conscious and 
critical appraisal of relevant prev¬ 
ious and contemporary works at 
theoretical levels and hence the 
result is much unnecessary dupli¬ 
cation without commensurable the¬ 
oretical ami conceptual advances. 

I now intend tv examine the 
nature of this new trend and I do 
this by taking Smith's important 
paper as my point of departure. 
My references in this section are 
evidently illustrative and not ex¬ 
haustive. 

(To be Continued) 
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Politics and Social Structure in Tamilnad 

Andre Beteffle 



Tamilnad provides a useful field for analysing the inter-connections between caste and politics because 
crj a number of reasons. There the cleavages between castes are both sharper in reality, and have been more 
sharply focussed in political debates and controversies. Also, the s/uft of political power from, one group of 
castes to another has had an almost dramatic character in Tamilnad. Finally , this is perhaps the only area 
in India where some serious attempt has been made to provide an ideological basis to conflicts between 
groups of castes. 

The role of caste in the politics of Tamilmd can be analysed at. least at two different levels. 


There is the division of Tamil society into the three broad categories, Brahmins , non-Brahmins and 
Harijans, and the struggle for power between them. 

At a lower level _ the level of the district and the Assembly constituency — there is the involvement 

in the polkuxil process of politically dominant castes which today belong mostly to the non-Brahmin cate¬ 
gory The last three general elections have made it clear that local politics is controlled fairly effectively 
by one or more dominant castes which have to be taken into account even when the State Cabinet is being 

formed. 


I 

TN recent years sociologists and 

1 social anthropologists have 

shown an increasing interest in the 

study of political processes in 

India. Political scientists, in their 
turn, find it more and more neces¬ 
sary to take into account the social 
framework which provides the 
background to the interplay of 
political forces. Thus, there is a 
certain measure of overlap today 
between studies made by sociolo¬ 
gists and social anthropologists on 
the one hand, and those made by 
political scientists on the other. 

There are, of course, certain 
broad differences. For one thing, 
political scientists tend generally 
to concentrate their attention on 
the formal distribution of power. 
Their concern is more often with 
the analysis of written codes and 
constitutions. Sociologists, on the 
other hand, feel more attracted to 
the study of informal structures, to 
observing how the political system 
works in practice. Among social 
anthropologists intensive field-work 
serves as a powerful instrument in 
disclosing the informal aspects of 
political behaviour. 

Secondly, sociologists view politi¬ 
cal phenomena as representing one 
among several aspects of the total 
social system. Conventionally, poli¬ 
tical science has been a more or 
less specialised discipline, dealing 
with political institutions in abstrac¬ 
tion from the rest of society. The 
sociologist, on the other hand, tries 


to reveal the intimate connection 
between political and other social 
institutions. To him the dichotomy 
between polity and society is an 
artificial one, and at best has only 
a heuristic value. 

Caste and Politic* 

An analysis of the part played by 
caste in political life in India to¬ 
day highlights both of these import¬ 
ant features of sociological enquiry. 
Caste has been pushed into the 
background in the Constitution of 
India. With the exception of cer¬ 
tain special provisions made for the 
Scheduled Castes, it has no place in 
the formal composition of either 
political or administrative bodies. 
Yet, the importance of caste in the 
actual working of Indian politics 
cannot be denied either by acade¬ 
mic people or by politicians them¬ 
selves. 

In traditional India caste consti¬ 
tuted in a very real sense the basic 
structure of society. It provider! a 
framework not only for marriage 
and kinship, but also for economic, 
ritual, and political relations. Tn 
studying the role of caste in the poli¬ 
tical process one has necessarily to 
deal with most of the important 
aspects of Indian society. Caste has 
shown a great deal of resilience in 
the face o f the many new forms and 
ideas which have been introduced 
into India over the last few decades. 
It is perhaps in the field of politics 
that it has been able to strengthen 
iu grip to a greater extent than in 
any other institutional sphere. 


It is not difficult to see why caste 
should play an important part in the 
political process in contemporary 
India. The new political forms 
which have been introduced after 
Independence are in many ways for¬ 
eign to the traditional structure of 
Indian society. Political democracy, 
parliamentary institutions, and adult 
franchise were introduced into India 
under conditions which were rather 
different from those in which they 
emerged in the West. Neither with 
regard to economic development nor 
in the incidence of literacy or edu¬ 
cation, is India comparable to the 
democracies of Europe or America. 
It is not surprising, therefore, that 
democratic, institutions have acquir¬ 
ed a new meaning in being fitted 
into the traditional structure of In¬ 
dian society. 

Nobody, of course, assumes that 
the formal introduction of a new 
institution leads to the immediate 
disappearance of those aspects of the 
older structure which are in conflict 
with it. However, it seems doubtful 
whether there is sufficient awareness 
among educated people in the coun¬ 
try of the real factors behind the 
contradictions between what politi¬ 
cians profess and what they practise. 
Recent studies by sociologists tend 
to show that the divergence between 
political ideology and political 
practice is. in some measure, in¬ 
escapable, and follows from certain 
features inherent in the structure of 
Indian society. 

The institution of caste gives to 
Indian society a highly segmental 
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character. The whole of society is 
divided, and sub-divided into more 
or less well-defined segments, and 
political support tends to he mobi¬ 
lised in blocks. There is a tendency 
for individuals to vote for candi¬ 
dates supported by the leaders of 
their caste or kinship group. This 
tendency acquires weight all the 
more from the fact that the majori¬ 
ty of voters are illiterate, and do not 
have any dear basis for making a 
rational political choice. 

Caste provides a ready-made orga¬ 
nisation for the percolation of ideas 
from one level to another. It ena¬ 
bles the masses to articulate wtth 
the leadership in a more or less 
effective manner. It makes possible 
the organisation of interests on the 
basis of groupings which are pre¬ 
existent. Castes become easily orga¬ 
nised into pressure groups by virtue 
of their discrete and clearly defined 
nature, and the deep loyalties which 
they command. 

Some may argue that in becom¬ 
ing politically organised castes lose 
their essential nature. This is large 
ly a question of definition and ter¬ 
minology. It cannot he denied that 
whatever may have been the origi¬ 
nal functions of caste, there is a real 
continuity between the groups which 
in traditional society were based 
upon ties of kinship and affinity, and 
those which are today playing an 
increasingly important part in poli¬ 
tical life. There is continuity bet¬ 
ween the castes of traditional society 
and those of today not only in their 
name and functions, but also in 
their personnel. No doubt there has 
been a change in organisation, and 
certain new functions have been 
added in place of old ones. 

Those who view caste as being 
based essentially on ritual values 
tend to emphasise the weakening of 
its structure over the last fifty years. 
Thus, it is pointed out that com¬ 
mensal and other restrictions bet¬ 
ween castes are not as stringently 
observed today as they were in the 
past. But caste has also a secular 
aspect, and today the strength of 
caste makes itself felt more actively 
in the sphere o ( political interac¬ 
tions. In fact it may be argued that 
political processes as they operate in 
India today have given t° the caste 
system a new lease of life. 

The importance of caste becomes 
particularly manifest at certain 


times, as during elections. Rival 
political parties make public accu¬ 
sations against each other about ex¬ 
ploiting caste, while in private they 
seek to strengthen themselves by 
collaring the support of leaders of 
the, locally dominant caste. Nowhere 
is the divergence between political 
professions and practices more 
sharply brought out than in the rela¬ 
tionship between caste and political 
party. 

n 

Tamilnad provides a useful field 
for analysing these inter-connections 
because of a number of reasons. 
There the cleavages between castes 
ary both sharper in reality, and have 
been more sharply focussed in poli¬ 
tical debates anl controversies. 
Also, the shift of political power 
from one group of castes to another 
has had an almost dramatic charac¬ 
ter in Tamilnad. Finally, this is 
perhaps the only area in India where 
some serious attempt has been made 
to provide an ideological basis to 
conflicts between groups of castes. 

Tamil society is more or less 
sharply divided into three broad 
categories, namely. Brahmins, non- 
Rrahmins and Harijans. These clea¬ 
vages permeate every important 
sphere of life, and are represented 
at different levels of territorial orga¬ 
nisation. In the village Brahmins, 
non-Brahmins and Harijans live in 
different residential areas which are 
fairly strictly segregated from each 
other. At the regional level they are 
marked by different styles of life, 
and to some extent by different eco¬ 
nomic interests and political loyal¬ 
ties. 

The position of Brahmins has 
been somewhat unique in south 
India as a whole, and in Tamilnad 
particularly. The distinctiveness of 
tile Tamil Brahmins is in evidence 
in their appearanee, their dress, 
their speech, and in the general pre¬ 
ponderance of Sanskritic elements 
in their style of life. Their cultu¬ 
ral identity makes it possible for 
Brahmins to be more or less effec¬ 
tively isolated in the political 
sphere. 

Economically Brahmins in general 
enjov a favourable position in the 
traditional structure. A considerable 
section of them were landowners, 
and the separation between the 
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ownership and cultivation of land 
was never as sharp among non 
Brahmins as it was among Brah 
mins. Non-Brahmin landowners 
generally had a fairly close connec¬ 
tion with the actual process of culti 
vation, whereas Brahmins have been 
prevented by ritual sanctions from 
directly engaging in such work. 
Further, as many Brahmins moved 
into urban centres in search of edu¬ 
cation and employment a large 
number of them became absentee 
landowners. Today the connection 
between a Brahmin and his ances¬ 
tral land is often a remote and 
tenuous one. Land legislation in 
Tamilnad, by seeking to enlarge the 
rights of the cultivator, has had the 
general effect of making insecure 
the position of the Brahmin miras 
dor. 

In Tamilnad Brahmins took the 
lead in making use of the opportu¬ 
nities for position and power pro¬ 
vided by British rule. Western edu¬ 
cation was a virtual monopoly of 
the Brahmins at the beginning of 
the present century. It was used as 
a means for enhancing social status, 
in addition to providing employment 
in positions which were economical¬ 
ly and politically important. The 
professions, particularly law and 
education, and the civil services 
were largely manned by Brahmins. 
The new elite in Tamilnad. created 
as a result of British rule, in some 
aspects sharpened the cleavages bet¬ 
ween Brahmins and the rest of 
society. 

In other parts of India also Bri¬ 
tish rule created elites which were 
more or less separated from the 
masses. But in Tamilnad a combi¬ 
nation of circumstances made this 
separation rather sharper than else¬ 
where. The new elite in the south 
was much more closely tied up with 
a singlp set of castes, namely, the 
Brahmins, than in the north. The 
Brahmins were socially more clear¬ 
ly differentiated here than else¬ 
where. Also, there has been a tradi¬ 
tion that the Brahmins of Tamilnad 
are not indigenous to the soil but 
came from north India. Under these 
circumstances it became almost in¬ 
evitable that political conflicts 
should follow the old existing clea¬ 
vages. namely those of caste. 

The conflicts became more and 
more sharply focussed as the non- 
Brahmin movement gathered mo- 
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mentum with the formation of tie 
justice Party alter the First World 
War, Ute objective of the Justice 
Party was to assure a position for 
the non-Brahmins through reserva¬ 
tion of seats in the Legislature and 
in administrative and educational 
institutions. In the 1930s the Self- 
Respect Movement launched a cam¬ 
paign against Brahmins on the so¬ 
cial plane. 

Hie leadership of the Congress 
Party . underwent a gradual trans¬ 
formation. In the first half of the 
present century it was dominated by 
the Brahmin intelligentsia who help¬ 
ed to give an intellectual content to 
the Nationalist Movement. The 1942 
Movement provided a major break¬ 
through for the non-Brahmins whose 
support became increasingly impor¬ 
tant, if for no other reason than the 
strength of their numbers. 

After Independence the political 
influence of the Brahmins dwindled 
rapidly. Today the Ministry and the 
Legislature as well as the Congress 
Party to some extent has been for¬ 
ced to transform the character of its 
leadership in order to hold its own 
against Parties with a non-Brahmin 
background such as the Dravida 
Kazhagam I'DK) and the Dravida 
Munnetra Kazhagam (DMK). With 
the replacement of Rajagopalachari 
by Kamraj the political influence of 
Brahmins in Tamilnad was more or 
less effectively nullified. Today, the 
Brahmins can at best hope for poli¬ 
tical survival by throwing in their 
lot with one or another Party which 
will in any case have a non-Brah- 
min leadership. 

Shift of Power 

The shift of power from Bra¬ 
hmins to non-Brahmins within the 
Congress Party bears witness to two 
important trends in south Indian 
politics. The older leadership essen¬ 
tially Brahmin in its composition 
represented a political elite one of 
whose roles was to give to the 
Nationalist Movement an intellectual 
content. It consisted primarily of 
lawyers and educationists, western- 
educated men who could demand 
representative government from the 
British on the basis of ideals which 
the latter themselves sought to up¬ 
hold. Its ability to carry the masses 
with it followed partly from its posi¬ 
tion of opposition to the alien 
rulers, 


With Independence, and the intro¬ 
duction of adult franchise, the abili¬ 
ty to catty the masses has itself 
become the decisive factor. The new 
leadership tends more and more to 
be recruited from among men who 
have roots in the districts and in 
rural society in general. The ability 
to command the support of a parti¬ 
cular district, or a particular domi¬ 
nant caste perhaps counts for more 
today than it did in the past. The 
present Madras Cabinet, as well as 
the preceding one, appears to have 
been judiciously constituted so as 
to give representation to the differ¬ 
ent districts as well as the dominant 
castes. 

The change in the social compo¬ 
sition of the leadership of Tamilnad 
was epitomised when the helm of 
affairs in the State was taken over 
by Kamraj from Rajagopalachari. 
The latter was a true representative 
of the older cultural and political 
elite : Brahmin by caste, lawyer by 
profession, learned in Sanskrit. En¬ 
glish and Tamil, and one of the 
most astute theoreticians of the old 
Congress Party. 

Kamraj represents the other side 
of the coin. He is essentially a man 
of the people. A non-Brahmin, and 
of humble social origins, he is rela¬ 
tively unlettered, and has had little 
formal education. His political posi¬ 
tion is based not upon any theoreti¬ 
cal or intellectual skill, hut on his 
ability to talk to the people in their 
idiom. It should be remembered that 
the veteran anti-Brahmin leader 
Ramaswami Naicker urged people 
to vote for the Congress on the 
ground that so long as Kamraj was 
in power, the interests of the non- 
Brahmins would remain secure. 

The isolation of Brahmins over 
the last few decades, coupled with 
the introduction of adult franchise 
has now reduced them to a position 
of political insienificance. If the 
anti-Brahmin Movement to-dav 
shows signs of having spent itself, 
it is partlv because it has achieved 
its - original purpose. There are 
some signs that in the future the 
main political conflict is Iilcelv to 
be between non-Brahmins and Hari- 
jans. Numerically the Harijans con¬ 
stitute a much bieger block than 
the Brahmins, and they are rapidlv 
becoming aware of their political 
importance. The Government and 


the ruling party have to int found 
it wise to nurse the Harijan* and • 
to give them concessions of various, 
kinds. The latter in their turn have 
been quick to exploit their position ; 
of vantage, and non-Brahmins often 
show resentment over the privileged 
treatment which they receive. Cla¬ 
shes between Hari jans and non- ... 
Brahmins, although sporadic in na¬ 
ture, have not been infrequent itt 
the recent past. 

m 

The role of caste in the politic* 
of Tamilnad can, thus, be analysed . 
at least at two different levels. First¬ 
ly, there is the division of Tamil 
society into the three broad catego¬ 
ries, Brahmins, non-Brahmins and , 
Harijana and the struggles for 
power between them. At a lower 
level, the level of the district and 
the Assembly constituency, there is 
the involvement in the political pro¬ 
cess of locally dominant castes which 
today belong mostly to the non- 
Brahmin category. The last three 
elections have made it clear that 
local politics is controlled fairly 
effectively by one or more dominant 
castes which have to be taken into 
account even when the State Cabi¬ 
net is being formed. 

District-wise dominance of castes 
is a well-known phenomenon, and 
can easily be demonstrated by mak¬ 
ing a study of the caste-composition 
of candidates who have sought elec¬ 
tion from the different constituen¬ 
cies. Padayachis in North and South 
Arcot, Mudaliars in Chinglepet, 
Kallas in certain areas of Tanjore, 
Gaundars in Coimbatore and Salem, 
and Vcllalas in Tinnevelly dominate 
local politics and also find represen¬ 
tation in the leadership of the state. 

The tie-up between dominant 
caste and political representation 
can be illustrated with reference to 
a particular Assembly constituency. 

In the three general elections held 
/after Independence only Kalla candi¬ 
dates have been returned from the 
Thiruvaivar constituency in Tanjore 
district. The Kallas constitute about 
30 per cent of the electorate in that 
constituency. 

Not only has the sitting member 
always been a Kalla, hut the over¬ 
whelming majority o r candidates 
who have contested the Thiruvaiyar 
seat have been of this particular 
caste, In the 1952 elections the Con- 
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great Party set up a distinguished 
Muslim candidate who was defeated 
by an Independent Kalla. In 1957 
the Congress won the seat by putting 
up a Kalla candidate. In, 1962 there 
was a triangular contest between 
Congress, DMK and PSP, and all 
three parties put up Kalla candi¬ 
dates. It is now more or less gene¬ 
rally acknowledged that any candi¬ 
date to be successful from this con¬ 
stituency has to be a Kalla. Party 
affiliation, though important, does 
not constitute a sufficient condition 
for success. The Thiruvaiyar consti¬ 
tuency demonstrates a pattern which 
is fairly general in Tamilnad. 

Hie D K. and DMK 

The Dravida Kazhagam can b* 
regarded as a successor to the Jus¬ 
tice Party in only a limited sense. 
Both championed the cause of the 
non-Brahmins, but the DK was 
more successful in catching the 
imagination of the non-Brahmin 
masses. This was partly due to the 
ideological appeal of the Self-Res¬ 
pect Movement and partly to the 
personal magnetism of Ramaswami 
Naicker and some of his young dis¬ 
ciples. The DK also made greater 
use of violence in its approach than 
the Justice Party. 

The political influence of the DK 
cannot be estimated on the basis of 
its representation in the Legislature, 
because it has none. The DK has 
not itself fought elections, hut has 
only lent its support to one party 
or another. In this also its behavi¬ 
our has been characteristic. In the 
1952 elections the DK opposed the 
Congress, and helped the Commu¬ 
nists to win a number of seats. In 
the 1957 and 1962 elections it 
switched over its support to the 
Congress. The reason put forward by 
the DK leader is that today the 
Congress leadership is non-Brahmin 
in its spirit and composition, and is 
sensitive to the needs of the non- 
Brahmins, whereas in the past the 
Congress had been dominated by 
Brahmins. 

The DMK began its career in 
1949 as an offshoot of the DK. Now 
it has a much more effective politi¬ 
cal organisation than the parent 
body against which it stands in 
bitter opposition. The DK-DMK 
split does not seem to have been 
prompted by ideological considera¬ 
tions, although at the moment there 


are certain important differences 
between their attitudes. The leaders 
of the DMK, most of whom had 
their political apprenticeship under 
Ramaswami Naicker, have toned 
down their anti-Brahmin bias to a 
considerable extent. 

IV 

Today, the two most important 
political parties in Tamilnad are 
undoubtedly the Congress and the 
DMK. The latter emerged as one of 
the strongest opposition parties in 
any State by capturing 25 per cent 
of the seats in the Legislative As¬ 
sembly in the 1962 elections. The 
somewhat unexpected success of the 
DMK has led to a good deal of 
speculation both within the State 
and outside about the sources of its 
strength. 

It is difficult to pinpoint the spe¬ 
cific factors which have contributed 
to the success of the DMK, although 
such an analysis would certainly re¬ 
veal many important facets of poli¬ 
tical life in Tamilnad. The general 
idea in north India aeems to be that 
the DMK owes its appeal entirely, 
or mainly, to the exploitation of 
caste and communal sentiments. 
Such a view is over-simplified, and 
presented in this form it gives an 
erroneous idea of the real situation. 

It is true that the DMK addresses 
itself primarily to the non-Brahmins, 
hut in this it does no more than the 
Congress Party. The DMK also 
chooses its candidates from among 
the locally dominant caste, but this 
again is forced upon it by the same 
circumstances which determine such 
choice by the Party in power. Any 
political party in Tamilnad has to 
select candidates belonging to the 
locally dominant caste in the inter¬ 
est of its own survival. This require¬ 
ment colours choice by even those 
individuals who may be sincerely 
committed to the ideal of politics 
without caste. 

Thus, it is not true that the DMK 
is the only party in Tamilnad which 
exploits caste to further its own 
interests, or even that it does so to 
an apprciably greater extent than 
the other parties. In fact, the ruling 
party works through the idiom of 
caste just as much as the DMK. One 
reason why the Congresa Party was 
able to hold its own, first against 
the Justice Party, and then against 
the D K, was that it stole the thim- 


der from these parties by building 
up a powerful non-Bratunin base 
within itself. 

Political parties of ail shades of 
ideology enter into the struggles for 
power between castes; firstly bet¬ 
ween Brahmins, non-Brahmins and 
Harijans, and, secondly, between 
and within locally dominant castes. 
However, the relationship between 
caste and political party is not direct 
or simple in nature. It is both com¬ 
plex and dynamic, or, in other words 
subject to change over fairly short 
periods of time. The dynamics of 
these relationships often result in 
the fact that political parties which 
appear in their ideologies to have 
nothing in common form alliances, 
while those having an apparent 
similarity of aims stand in opposi¬ 
tion. Thus, in the 1962 elections the 
radically anti-Brahmin DK joined 
hands with the Congress, and waged 
a bitter compaign against its off¬ 
shoot, the DMK. The DMK in its 
turn, in spite of its anti Brahmin 
background, joined the support of 
a large section of Brahmins, and 
entered into an informal alliance 
with the Swatantra Party which, in 
Tamilnad at least, is largely iden¬ 
tified with the Brahmins. 

Impart of Swatantra Party 

In order to understand the seem¬ 
ingly capricious alliances which 
were brought into being by the 1962 
elections, one has to go into their 
background. By then the Congress 
Party had more or less completely 
alienated itself from a very large 
section of Brahmins. Brahmin lead¬ 
ers within it had been largely repla¬ 
ced by non-Brahmins. (Whether or 
not this was done in the interest of 
“democratic’’ ends is another mat¬ 
ter). In addition, land legislation 
and reservation of seats in the ad¬ 
ministration and in educational in¬ 
stitutions had made serious inroads 
into what may loosely be regarded 
as the "real” interests of the Bra¬ 
hmins. The eve of the elections saw 
t large section of Brahmins hostile 
to the ruling party, holding it to 
blame for the decline in their social 
economic and political influence, 
and prepared to support almost any 
party which opposed it. 

By this time the Swatantra Party 
had emerged as a champion for the 
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i a use of laitsez fairt and the remo¬ 
val of all those restriction* which 
adversely affected the interests of 
Brahmins, To add to this the party 
had among Tamil Brahmins the 
enormous prestige of the leadership 
of Rajagopalachari. It would be 
wrong, of course, to think that the 
Swatantra Party has no appeal 
whatever among non-Brahmins. But 
in Tatnilnad, nobody can fail to ob¬ 
serve the close correspondence bet¬ 
ween the social situation of the 
Brahmins and the ideology of the 
Swatantra Party. 

The Swatantra leadership in 
Tamilnad tried at first to enter into 
a formal electoral alliance with the 
DMK, hut this did not materialise. 
Both had in common a large measure 
of hostility towards the ruling Party, 
although their social backgrounds 
were very different. The Swatantra 
Party campaigned for the DMK 
where they did not put up their own 
candidates, as happened in many 
constituencies, and Rajagopalachari 
himself addressed election meetings 
arranged by the DMK. Incidentally, 
when he urged “intellectuals” to 
vote for the DMK in the absence of 
Swantantra candidates, the local 
newspapers took it for granted that 
he was addressing himself to the 
Brahmins. 

Hostility to the Congress, and the 
personal prestige of Kajaji did, in 
fact, gain for tire DMK a sizeable 
number of Brahmin votes. But 
Brahmin support to the DMK did 
not come easily or without heart¬ 
burn. The tensions were most sharp¬ 
ly felt in the rural areas where so¬ 
cial separation between the Brahmins 
and the DMK leadership was at its 
widest. Till six months before the 
elections the Brahmins had regarded 
the DMK as a party of the “lower 
castes”, not very different from the 
DK. Almost overnight they found 
themselves in a situation where they 
had to join hands with this same 
Party, if only to register their pro¬ 
test against the Congress. 

The Congress, in its turn, did not 
allow the Brahmin votes to go to 
the DMK without a fight. Pamph¬ 
lets were issued by Brahmins loyal 
to the Congress in order to expose 
the anti-Brahmin activities of the 
DMK leaders. Instances were quoted 
of attacks by these leaders against 
Brahmins, The fact that some of 


the DMK leaden owed their success 
to films which had preached a cam¬ 
paign of hatred against Brehminism 
was brought to notice. Finally, at¬ 
tention was drawn to the fact that 
outrages had been committed by 
non-Brahmins connected with the 
DMK on the Brahmins of Tuticorin. 
On all these accounts the Brahmin 
voter was urged to desist from sup¬ 
porting the DMK. 

This campaign, however, did not 
carry very much conviction for one 
important reason. Congress candi¬ 
dates, particularly in Tanjore and 
Trichy, made full use in their elec¬ 
tion campaigns of the support offer¬ 
ed to them by the DK and its leader, 
Ramaswami JNaicker. The latter 
addressed Congress election meetings 
at a large number of centres and 
spoke before a mammoth crowd in 
Tanjore town which is one of the 
key constituencies in Tamilnad. This 
had a major influence in turning 
the Brahmin votes away from the 
Congress, because' Ramaswami Noi- 
cker, more than any other person, 
symbolises the entire campaign of 
hatred against Brahmins in the 
south. 

Voting Pattern 

The pattern of voting among the 
Brahmins is thus not difficult to 
understand or analyse, although it 
might have been impossible to pre¬ 
dict it a year before the elections. 
Their loyalty to the Swantantra 
Party is intelligible both in terms 
of its aims and policies and also of 
the enormous personal influence 
among Brahmins of Rajaji. Their 
antipathy to the Congress follows 
from three important factors : 

(0 shift of power within the 
party from Brahmins to non-Brah- 
niins; 

(ii) acceptance by the Party of 
policies and programmes which ad¬ 
versely affect the. Brahmins as a 
category; and, 

(iii) the radical anti-Brahmi- 
nism of the DK which became a 
part • of the election campaign of 
many Congress candidates. 

Support for the DMK appears more 
to have been a matter of expedien¬ 
cy, following from the exigencies 
of the electoral situation rather than 
being based on any loyalty to either 
its leadership or its policies. 



Party support among non •Brah¬ 
mins is of a somewhat more com¬ 
plex nature. Tit is is no doubt related 
to the fact that the non-Brahmins 
constitute a much larger, and a so¬ 
cially more heterogeneous cate¬ 
gory. Non-Brahmins supported the 
Congress as well as the DMK, 
depending upon various ideological, 
local and personal factors. Some of 
them also supported the Swatantra 
Party. In fact, all parties have to 
depend ultimately upon the support 
of non-Brahmins since they consti- 
lute well over half the total popu¬ 
lation of Tamilnad. 

All parties generally pick candi¬ 
dates from among non-Brahmins, 
and in doing so they keep an eye 
on the locally dominant caste. As a 
consequence rival parties tend to 
match caste by caste, and the mar¬ 
ginal vote acquires a certain impor¬ 
tance. 

Uptil now the third group of 
castes, namely the Harijans, seem 
by and large to have been loyal to 
the Congress. There can be little 
doubt that the social, economic and 
legal status of the Harijans has im¬ 
proved consistently since Independ¬ 
ence. The Congress party naturally 
claims for itself the entire credit 
for these improvements. As the. rul¬ 
ing party it is also in a much better 
position to confer tangible benefits 
on the Harijans. And the latter, 
having as they do only a dim 
awareness of the working of the 
State machinery, are not always 
able to see the subtle distinction bet¬ 
ween the Administration, and the 
Party in power. 

The Harijans do not know much 
about the aims of the Swatantra 
Party; clearly it does not address 
itself primarily to them. They know 
something about the DK which at 
one time built up units among them. 
They also know about the DMK 
through its many popular orators, 
and through the film industry which 
il uses as a powerful propaganda 
machinery. It is doubtful, however, 
whether the DMK will be able to 
woo the Harijans away from the 
Congress in view of the better op¬ 
portunities which the latter have of 
conferring tangible benefits upon 
them. On the other hand, tensions 
within the Congress between Hari¬ 
jans and non-Brahmins may lead to 
alignments which one cannot easily 
predict at this stage. 
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Caste Orientation of Political Factions 

Modasa Constituency: A Case Study 

Kajni Kothari 
Ghanshyam Shah 

Parly factions, found wherever politics is competitive, are of particular relevance under conditions 
of one-parly dominance, as is the case in India. Factions account for the complex structuring of the Cong¬ 
ress party, and by articulating all the major interests , lend flexibility and competence to the political system. 
They also provide a basis for mobility and change, for the most part within the party, but also by movements 
outside the party. 

What is not clear, however, is the precise process by which factions come into being, get consolidated, 
and change. 

It would be interesting to study a case where all these changes have taken place; that is to say, where 
factions develop into a basic cleavage of interests and force a change in political loyalties, and ultimately 
in party positions. 

Among other things , such a case would show how intra-partv shifts lead to inter-party mobility; how, 
in other words, opjxrsition parties come to benefit from factionalism within the Congress. 

Modasa is such a case. It shows how, when factions become irreconcilable, there is a major shift 
in political loyalties, and in the process an opposition parly is helped to very nearly oust the Congress from 
its hitherto uncludlenged position of power. 

[The material for this article was collected in the course of am election study of seven Legislative 
and one Parliamentary constituencies of Sabarkan/lw district., Gujarat State. The authors wish to express 
their thanks to Surcndra Shah and Rhailal Pancholi for their assistance in collecting the material .] 


I 

MODASA, an Assembly constitu¬ 
ency of Gujarat State, is situ¬ 
ated in a relatively developed 
part of the otherwise backward 
district of Sabarkantha. Modasa 
town, the headquarter of the consti¬ 
tuency and the taluka. has for long 
enjoyed some locational importance 
in the economic and social geogra¬ 
phy of Gujarat. Situated very close 
to the Gajarat-IIajasthan border 
and having easy access to important 
centres of business in both States, 
it has commanded various trade 
Routes in the area. The Taluka has 
also occupied an important place 
id the political geography of the 
Sabarkantha district. An island of 
British territory surrounded by 
native States and Agency areas, it 
acquired a number of modern fea¬ 
tures and exerted considerable in¬ 
fluence on; proximate areas. The 
prosperous, educated and mobile 
trading “Baniya” community domi¬ 
nated the town of Modasa and ex¬ 
tended its swav in the surrounding 
villages. In addition, there emerg¬ 
ed in Modasa an outstanding politi¬ 
cal leader and a towering persona¬ 
lity known as “Dada”, who domi¬ 
nated the entire district for over 
thirty years. An architect of almost 


all the people’s movements in the 
surrounding princely States as well 
as the anti-British agitation in Mo¬ 
dasa, he continued to have a domi¬ 
nating role in the politics of Sabar¬ 
kantha after the coming of Inde¬ 
pendence. 

Two points should be noted 
straightaway. The commercial im¬ 
portance of Modasa, the position of 
the Baniya community and the fact 
that “Dada’’ himself was a Baniya 
gave a preponderant influence to 
this community in the public life 
of Modasa. Secondly, being part of 
British India and centre of the 
nationalist and States people's move¬ 
ments gave Modasa a dominant 
position in the polities of the dis¬ 
trict. Both these points -—the pre¬ 
dominance of Baniyas in Modasa 
and of Modasa in the district — 
provide us with a starting point to 
the change that have taken place 
since Independence. 

Major Communities 

The Baniyas are split into two 
major castes, the “Nima”, a small 
and largely urban community but 
much respected and influential, and 
the “Khadaita”, somewhat more nu¬ 
merous and having a much greater 
pull in the countryside owing to 


its money-lending and “sahukar” 
functions. There are other minor 
castes among Baniyas but not so 
important. Between all of them, the 
Baniyas constitute no more than 3.5 
per cent of the population. But they 
dominated the social and political 
life of Modasa for a very long pe¬ 
riod. In much larger numbers and 
mostly of peasant stock is the “Pati- 
dar"’ community of Modasa. A few 
Patidar families, the more highly 
placed in the social hierarchy and 
prosperous Jand-ownrrs, have mig¬ 
rated from outside. The large majo¬ 
rity. however, have been relatively 
backward and poor. The latter are 
known as “Anjana” Patidars. Not 
much behind these in the social hie¬ 
rarchy are the “Kshatriyas”. the 
most numerous community group in 
Modasa and comprising of various 
castes and sub-castes. Socially very 
backward and politically dormant, 
the Kshatriyas account for 40 to 50 
per cent of Modasa’s population. 
There are many other castes, tribal 
and “backward"’ groupings hut thesr 
are often indistinguishable from the 
Kshatriyas. There are also other 
smaller groups of artisan communi¬ 
ties, Harijans, Brahmins and Mus¬ 
lims, the latter with a substantial 
population in Modasa town. None of 
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these, however, is important from 
the point of view of the constituen¬ 
cy as a whole. 

Two strains develop in 'he poli¬ 
tics of Modaea after 1952. Firstly, 
the retirement from active politics 
and death later of Da da leads to 
a shift of power within the district 
from Modasa to Himatnagnr, the 
district capital, from where the new 
line of leadership emerges. Second¬ 
ly, within Modasa taluka itself, the 
hegemony of the Baniyas is chal¬ 
lenged; first, the ruling Nima group 
is challenged by the other group 
of Baniyas, the Kliadaitas. and still 
later the Baniyae as a whole by 
the Patidar.*. At the district level 
too Dada had cultivated Patidar 
leaders who took over after him. 
Thus, both the Baniya preponder¬ 
ance in Modasa politics and the im¬ 
portance of Modasa and its leader¬ 
ship in the district politics arc 
affected, largely as a result of the 
working of the electoral process. 
We shall consider these shifts in 
power in some detail below. 

Congress Stronghold 

Largely because of the dominant 
influence of Dada, Modasa remain¬ 
ed with Congress for a long time 
and except for the short-lived vic¬ 
tory of the Mnhagujnrat candidate 
in 1957 (the election was later de¬ 
clared void and the Congress came 
back in the bye-election that fol¬ 
lowed), Modasa has always voted 
Congress. However, a growing rift 
has taken place within the Congress, 
taking the form of clear-cut factions. 
What is more, this has culminated 
in considerable defection from the 
Congress, leading to an impressive 
performance by the Swatuntra Party 
which lost by a very narrow mar¬ 
gin in 1962 and finally to its vic¬ 
tory in the Panchayati Raj elections 
of 1963, In what follows, we shall 
consider these two aspects of politi¬ 
cal change in Modasa — the intra- 
party factionalism in which the 
selection of candidates for the Con¬ 
gress plays the decisive role, and 
the shift in popularity from Con¬ 
gress to the Opposition in which 
caste alignments play the decisive 
role. 


II 

In the crystallisation of factional 
positions within the Congress, the 
selection of party candidates has in- 
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variably played an important role. 
In Modasa, the recurrence of this 
event from one election to another 
has led, first, to competition for the 
party ticket between individuals and, 
secondly, to an attempt by the un¬ 
successful candidate to build his 
strength by seeking support from 
various groups. An examination of 
the process provides a clue to the 
first two questions formulated in 
the beginning: how factions come 
into being and how they get con¬ 
solidated. 

Emergence of Faction* 

In both 1952 and 1957 the Con¬ 
gress ticket was given to a worker 
from Modasa town, a non-Baniya 
by caste but an ardent follower of 
Dada and a close associate of the 
Nima group among the Baniyas. It 
was denied both times to a Khadaita 
Baniya, wealthy and very influential 
in the villages. The former had the 
whole official organisation of the 
Congress with him. The latter had 
to build bis strength on the basis 
of his own social and economic 
connections. He did this, first, by 
mobilising the support of his com¬ 
munity throughout the constituency 
and, second, by using the economic 
hold of this community on parts of 
the peasantry. Thus came into be¬ 
ing the first substantial faction in 
Modasa politics. How powerful it 
was. was shown in two elections 
held in 1957, the general election 
and a bye-election that followed 
immediately. In the former, the 
Khadaita candidate was denied the 
Congress ticket and he worked 
against the Congress. Before the 
bve-elcction was held, however, he 
had been given the Congress ticket 
in another constituency in the dis¬ 
trict and had become an ML A. In 
the bye-election, therefore, this fac¬ 
tion returned to the Congress fold 
and worked for it, While the Con¬ 
gress lost in the general election, 
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it woq by a comfortable majority 
in the bye-election, (In both the 
election* the popular appeal of the 
Congress was reduced because of 
the “Mahagujarat" agitation for 
linguistic autonomy, uiis accounts 
for the large vote polled by the, 
Mahagujarat candidate (See Table 
2). But the decisive difference wa» 
made by the bulk vote held and 
controlled by the Khadaita Bani¬ 
yas.) 

Thus before 1962 the main clea¬ 
vage was between the majority 
group in the Congress organisation 
controlled by one Baniya caste and 
the minority group backed by an¬ 
other Baniya caste. The caste con¬ 
flict that developed was not there 
from the beginning, but grew from 


Table 2 : Voting In Three Election* 
Held between 1957 and 1962 

(Per cent of total votes polled) 



1967 

1957 

1982 



Bye 

election 


Congress 

Mahagujarat/ 

49 

69 

41 

PSP 

Swatantra 

51 

SI 

19 

Party 



89 


Others (Including 

invalid votes) 9 

Notes’. 

(1) The Mahagujarat issue was a 
constant factor in the first two elec¬ 
tions. The great difference in the 
poll is made by the votes command¬ 
ed by the Khadaita Baniyas in the 
constituency. These were cast against 
Congress in the general election and 
for Congress in the bye-election. 

(2) ' The decline of the Congres* 
vote in the 1962 general election* 
owes largely to the defection in 1962 
of the Patidar leaders who joined the 
Swatantra Party. The Swatantra 
Party was also able to secure a size¬ 
able section of the Kshatriya vote. 

(3) The “Mahagujarat” was large¬ 
ly a P S P-sponsored alliance. In 1962 
die PSP resumed its own identity. 
We have, therefore, bracketted them 
together. 


Table 1: Major Communities of Modasa 


Community 

1 

Social 

Status 

2 

Political 

Experience 

and 

Influence 

3 

Extent of 
Rural 
Penetra¬ 
tion 

4 

Numerical 

Strength 

5 

Baniyas (Nima) 

High 

Longest 

Hardly any 

J 3.5 per cent 

Baniyas (Khadaita) 

High 

Fairly long 

More 

Patidars 

Low (except 
a small 
minority of 
migrants) 

Recent 

Still more 

16 per cent 

Kshatriya 

Low 

Not yet 

Most 

40 to 50 per cent 
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i he minority faction’s attempt to 
consolidate its position. The other 
major caste groups in the Congress 
the Patidars and the Kshatriyaa, re¬ 
mained outside the main conflict 
and had not yet taken the form of 
factions. The Patidars had in 1957 
argued for a "peasant candidate ’ 
but did not press their claim in 
deference to the Nima group. It was 
in 1962 that the selection was bit¬ 
terly contested by them. 

Political Polarisation 

The Patidars had now become 
restive, organised themselves into a 
powerful faction, and put in their 
claim in opposition to the claims 
of the Nima and Khadaita Baniya 
candidates. An intense campaign 
followed and ultimately resulted in 
a polarisation, the traditional Nima 
group and the Patidars presenting a 
united front against the Khadaita 
Baniya. The Patidar faction was 
still prepared to withdraw in favour 
of a Nima Baniya but was not pre¬ 
pared to make room for a Khadaita 
Baniya who was getting to he much 
disliked in the countryside and 
particularly by the Patidars who 
were rapidly growing into positions 
of leadership in the villages. 

Most of the Mundal Cotigress 
Committees. practically the whole 
of the Taluka Congress and a majo¬ 
rity of the D C C. were against the 
candidature of the Khadaita who 
was generally unpopular with the 
local Congress, largely owing to his 
habit of bypassing the organisation 
and relying either on his castemen 
or on “higher authorities” at the 
State level. But to the surprise of 
everyone, he managed to get the 
ticket by bringing pressure from 
the State level on the I) C C where 
he succeeded in getting a majority. 

The sequel to the. selection is im¬ 
portant, Barring the Khadaita* most 
of whom were outside the fold of 
the official Congress organisation. 
Congressmen all over the Taluka 
were dissatisfied. The most resentful 
was the Patidar faction which de¬ 
cided to put up its candidate against 
the Congress. In these circumstan¬ 
ces, it found the newly-formed Swa- 
tantra Party a handy instrument to 
fight the Congress with. The upshot 
was en bloc desertion by the Pati¬ 
dar group from the Congress. 

Here is a clear caae of party fac¬ 
tions becoming irreconcilable and 


leading to the desertion of a whole 
faction from the parent party into 
a new party which, but for tne de¬ 
sertion, had no base in the consti¬ 
tuency. Party factions, instead of 
providing a basis for accommoda¬ 
tion and flexibility, here became ir¬ 
reconcilable and led to an open 
break. It was through the Swatant- 
ra Party that the resentment could 
be channelised. Although in the 
outcome the Swatantra Party was 
defeated by a, narrow margin, it# 
performance was remarkable and 
would have been impossible without 
the degertion of the Patidar group 
from the Congress. 

Attitudes to power, however, 
differ. Both the Nima and the Pati¬ 
dar groups had been deprived of 
the partv ticket by the Khadaita 
candidate's strategy of “pressure 
from above’’. Rut while the Nima 
group continued within the Con¬ 
gress, albeit with a much reduced 
enthusiasm and with some of its 
workers withdrawing from active 
politics, the Patidars. known for 
their aggressiveness in politics and 
not given to taking a defeat lying- 
down, left the Congress determined 
to undo it before long. Attitudes of 
particular groups have much to do 
with the precise form that political 
mobility takes, ft is only bv a com¬ 
bination of an extraordinary set o r 
circumstances, as found in Modasa. 
that the commercial community of 
Ranivas has occuniod such a pre¬ 
dominant political position. With 
the tone of polities chancing from 
a respectable and paternalistic acti¬ 
vity into something acutely compe¬ 
titive. and with the rise of new and 
aggressive groups, the days of the 
Banivas in Gujarat politics are num- 
bored. Modasa is a case in point. 
Even among the Baniyas, the more 
urbane and idealistic Nimas are 
first on their way out. The Khadai- 
t-is. monev-Ienders and mortgage- 
dealers, are known to he more tough 
in their management of human 
affairs and can put their money to 
pood effect in politics. But before 
the_ passion for politics of the Pati¬ 
dars and before the overwhelming 
numbers of 'tie Ks^atrivas. even the 
Khadaita,s will be forced to retreat. 
Considering the cost of politics, 
they will soon decide to give it up 
altogether. Though >*> d'e 19^2 elec¬ 
tion in Modasa a Khadaita Baniya 
won narrowly against a Patidar, this 
was perhaps the last time that this 


could happen. The future, which 
was foreshadowed in the election, 
lay with the numerous and rising 
Patidars and Kshatriyas, as indeed 
was to be proved only a year after¬ 
wards when the Taluka Panchayat 
was elected. 

ID 

The role of factions in the selec¬ 
tion of the Gongresa candidate 
underlines the importance of caste 
in the politics of Modasa. We may 
now ask and recapitulate: how pre¬ 
cisely have the various castes group¬ 
ed themselves in Modasa politics? 

Caste and Factions 

Broadly speaking, the first im¬ 
portant caste consolidation was that 
of the Khadaita Baniyas. This, in 
turn, led to another caste consoli¬ 
dation. The Patidars, deferential so 
long as Dada and the Nima group 
were in power, now began to feel 
uncomfortable. This was largely be¬ 
cause whereas the Nimas were 
largely an urban caste and inter¬ 
fered little in rural affairs, the 
Khadaita* operated in areas where 
the Patidars made their livelihood. 
Moreover, in so many local events 

the D L B elections, the composi¬ 
tion of the School Board, the elec¬ 
tion of delegates to the A I C C — 
these were the two groups that came 
into conflict. Finally, as we will 
see below, the Kshatriya community 
was advised in 1962 both by their 
regional organisation, the Gujarat 
Kshatriya Sabha. and the local 
Patidars with whom they had close 
social contacts, to vote for the Swa¬ 
tantra Party. This has since led 
gradually to a caste alliance be¬ 
tween the Patidars and the Kshat¬ 
riyas against the Baniyas. 

Thus starting with the activisation 
of intra-party groups, the gradual 
weakening of the ideological heirs 
of Dad a and the rise of new bid¬ 
ders for fiower, the political con¬ 
test got organised on the basts of 
caste, at first within the Congress 
and then beyond. It is remarkable 
that in none of the elections did a 
Khadaita stand against a Khadaita, 
a Nima against a Nima or a Pati¬ 
dar against a Patidar. What is found 
in some other places, men of the 
same caste standing against each 
other thus enabling politics to cut 
across caste groups, did not occur 
in Modasa, where the major groups 
in politics are caste groups. Indeed 
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BREAD... 



CAKES CREAMS... 


TATA BICARB 

It if the substance that makes your fried 
food feel crisp, end the cooked vegetable 
taste fresh, it puts the fiz into aerated 
water,.and the little pills you take afte? 
the wedding meal, ft makes the foam in 
your fire extinguisher. 

Tata Bicarb (Sodium Bicarbonate or NaHCO^ 
is made under carefully Controlled conditions 
by Tata Chemicals, in both 'refined' and 
qualities, for industry and the home 

\ 

As India’s Five Year Plans raise ‘our standard 
of living, Tata Chemicals make their contri¬ 
bution through comprehensive expansion 
Yesterday’s planning results in today's , 
progress and in tomorrow's chemicaJs 

ASK FOR TATA BICARB 
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here it ie Aft «aste toyaltki that 
often cut across party affiliations 
such as the Congress Khadaitas 
working against the Congress candi¬ 
date in 1957. Even the Patidar 
group’s joining Ac Swatantra Party 
after delecting Irons the Congress is 
lo interpreted as continuation of 
u factional struggle within the Con¬ 
gress that had developed on a caste 
basis. The new party was no more 
than an instrument for carrying on 
the fight. 

IV 

Our consideration of factional¬ 
ism has so far been limited to the 
political elite of Modasa. It should 
now be seen how such a form of 
political competition gets structured 
into the mass of the electorate. More 
particularly, it needs to be examin¬ 
ed how far caste provides the infra¬ 
structure of political organisation 
and makes available to the compet¬ 
ing groups the necessary mecha¬ 
nism for electoral divisions and 
alignments. For us, two questions 
are involved here : How far do the 
relationships between various castes 
of Modasa provide material for poli¬ 
tics? In other words, what is the 
secular potentiality of Modasa’s caste 
hierarchy? Secondly, how actually 
did these relationships provide a 
basis for electoral behaviour in 
1962? 

Change of Dominant Group 

Modasa is a comparatively back¬ 
ward constituency. The political 
articulation found here is not one 
of horizontal differentiation (in 
terms of various social and political 
groupings) but of vertical depend¬ 
ence (between a dominant minority 
and a dependent majority). The 
developing cleavage is between two 
or more minority groups, although 
one minority may be more nume¬ 
rous than the other. The changes 
that occur are changes in the domi¬ 
nance pattern of politics where one 
dominant community gives place to 
another, the large majority of peo¬ 
ple simply providing a numerical 
base for the contesting parties, 
having not yet themselves emerged 
as active participants in the politi¬ 
cal process. This is one point. An¬ 
other point, and one of consider¬ 
able general significance is that 
such a change in the dominance 
pattern is initiated in the sphere of 
politics which then gets reflected in 
society. Indeed, to a marked extent 


the changes taking place in the se¬ 
cular relationships between various 
groups in Modasa society can be 
understood largely in terms of the 
political relationships between those 
groups. What follows will make this 
clear. 

Where the rival contenders for 
votes come from minority communi¬ 
ties, there is no direct identification 
in terms of caste, occupation, inte¬ 
rest group or political party between 
the candidate and the voter that 
could be statistically related. The 
relation is indirect and can be as¬ 
serted only because of supporting 
data collected both from a review 
of the last few years and other 
field data on the conduct of the 
election. But whatever statistical 
evidence there is, goes to support 
the assertions we make; which in¬ 
creases our confidence in the analy¬ 
sis. 

Let us first state our assertions. 
The Baniya community has enjoyed 
long political hegemony in this area, 
partly owing to its social and eco¬ 
nomic position and partly owing to 
its supply of political leadership 
during the Independence movement. 
As is usual in the politics of mino¬ 
rity dominance, the minority itself 
gets split into rival factions. In Mo¬ 
dasa these factions also took a com¬ 
munity base, between the two sects 
of Nima Baniya and Khadaita Bani¬ 
ya. The Nimas had dominated so 
long as politics was largely urban- 
oriented. With adult franchise, this 
was no longer possible. On the other 
hand, the Khadaitas. both more 
numerous and exercising a greater 
rural penetration, began to dominate 
a number of local institutions. The 
Nimas continued to control the Talu- 
ka Congress for some time but, lack¬ 
ing the wherewithal by which to 
control the rural masses, lost in 
real power to the Khadaitas. But 
while the Nimas. found mostly in 
the urban areas, continued to hold 
certain positions because of the tra¬ 
ditional respect in which they were 
held, it was the Khadaita commu¬ 


nity, both more numerous and exer¬ 
cising a greater rural penetration,. . ' 
that dominated local centres of - 
power. With years of influence and .- ’,vj 
status in the village 1 community'' be- ■ ';.4; 
hind him and the wherewithal -by! 
which to control the needy and 
backward, the ' (Khadaita) BaniyMsf 
has enjoyed this position of domi- 
nance for a considerable time now.- 

Alliance of Rural Coranwniiiei f 

This position, however, was not 
left unchallenged. The chief con¬ 
testant has been the Patidar com¬ 
munity of Modasa. Now it is true 
that in terms of economic power 
and influence, the Patidars have a 
long leeway to make up. But they 
have other qualifications. They are 
more numerous. They are the farm¬ 
ers, the sons of the soil. Many of 
them have made a success of farm¬ 
ing and have prospered. As politics 
became more broad-based and pea- 
sant-oriented, this increased their 
confidence and their sense of soli¬ 
darity, especially against the Bani- 
yas. The upshot was that the Pati- 
dars of Modasa were no longer 
satisfied with a dependent status in 
politics. Indeed, for a large majo¬ 
rity of them, politics provided the 
only opening for getting out of 
their “low” and dependent status 
in society as well. Thus in the 1962 
election, the first time the Patidars 
made a determined bid for power, 
it was from among the “backward” 
Patidars (caste Anjana) that a 
candidate was put up. A year later 
he became the President of the 
Taluka Panchayat of Modasa ! 

Far more numerous than any 
other caste group, economically ex¬ 
ploited and socially handicapped, is 
the Kshatriya community of Modasa. 

An incomparable political force in 
terms of numbers, the Kshatriyas 
have all along had a dependent 
status, in politics as well as in so¬ 
ciety. They have conformed to 
whichever dominance pattern ob¬ 
tained in their different villages. 

This was so right up to the 1962 


Table 3 : Social Composition of Modasa Constituency 

Brah min Baniyas Patidar Kshatriyas* Harijant Muslim Others Total 

2010 2099 ~ 9121 20193 3122 4644 13184 54373 

(8.5) (8.5) (16) (40) (5.5) (8) (34.) (100) 


Note: Figures in brackets denote the voters of the caste as per cent of total voters. 

* We are not able to give the total figure for the Kshatriyas because of the later 
inclusion of a number of other communities here classified as "backward" and 
included in the miscellaneous column. The total of Kshatriya voters should ise 
somewhere between 45 and 50 per cent of the total voters. 
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elections. But 1962 did make a 
difference even to the Kshatriyas. 
Two factors are important. The 
Gujarat Kshatriya Sabha, a promi¬ 
nent social organisation of Kshatri- 
ya» throughout the State and domi¬ 
nated by outstanding leaders of the 
community, had openly called upon 
the community to vote for the Swa¬ 
tantra Party. This was a great in¬ 
fluence and raadte the community for 
the first time conscious of itself as 
a political force. Secondly, in the 
whole of Sabarkantha district, the 
numerous low caste Patidars (Anja- 
nas) are very close to the Kshatri- 
yas in the social hierarchy and are 
usually in constant social inter¬ 
course. Now that a Patidai — and 
that too an Arijanu I’utidar - - had 
at last made bold to contest against 
the powerful Baniyu, the sympathies 
of the Kshatriyas were naturally 
for the Patidar. The facts most em¬ 
phasised by the latter was that he 
was a khedut, a fanner, and that 
he had joined issue with the Bani- 
ya, the traditional usurper. This 
provided a manifesto, a sort of ideo¬ 
logy and one that readily carried 
meaning to the uneducated villager. 
Then there was also the fact that 
the Swatantra Party had given its 
ticket in the adjoining constituency 
to a Kshatriya. The latter also ex¬ 
erted his influence on the Kshatri¬ 
ya vote in Modasa. 

Challenge to Congress 

With all these factors, however, 
the Kshatriya vote was decisively 
split, the Congress and its Baniya 
candidate still retaining their domi¬ 
nance on the community in a num¬ 
ber of places. This accounts for the 
ultimate victory of the Congress 
candidate over his Patidar rival 
from the Swatantra Party. The lat¬ 
ter’s calculation of a firm Patidar- 
Kshatriya alliance had to contend 
with the strong influence wielded by 
the trading class on the mass of 
voters that continued to be in a 
state of dependence, indebtedness, 
obligation or simply influence hal¬ 
lowed by tradition and usage. On 
the other hand, by forging such an 
alliance and turning it into an ex¬ 
panding base of political organisa¬ 
tion, the Patidar leaders of the Swa¬ 
tantra Party posed a formidable 
challenge for the Congress, one that 
nearly shook her from her fort in 
the very first encounter and was 
likely to become a menace for a 
long time to come. To see it, how- 
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ever, as a Swatantra challenge to 
the Congress would be misleading. 
It was essentially the challenge of 
the Patidars against the dominant 
Baniyas, in the process also bring¬ 
ing in the numerous lower strata of 
the population and affecting time- 
honoured dominant-dependent rela¬ 
tionships. 

V 

The foregoing analysis shows 
that it was the behaviour of the 
Kshatriya (and its contiguous “back¬ 
ward") vote that held the key to 
the 1962 elections. As said above, 
in spile of ovei wire lining social and 
political factors, the Congress 
managed to split the Ksliatriyas in 
their voting prefeienres. The 
Kshatriyas hud for long provided 
the backbone of the political supe¬ 
riority of the Congress in Modasa; 
they are also in most places econo¬ 
mically dejm-ndent on the Baniya-. 
The Patidar leadership of the Swa¬ 
tantra Party succeeded in breaking 
this hegemony. But it did not suc¬ 
ceed enough. Tables 4 and 5 make 
this abundantly clear. These Tables 
give those polling booths where 
there is a high density of Kshatriya 
population. Potentially they provid¬ 
ed the strongholds for the Swatantra 
Party, as is seen from the figures 
for the eleven booths given in Table 
4. In an almost equul number of 
booths of Table 5. however, Kshatri¬ 
ya voters behaved in just the oppo¬ 
site way: they supported the Con¬ 
gress. The Congress in effect manag¬ 
ed to retain the Modasa .-eat against 
the challenge of the Palidar-Kshatri- 
ya alliance by frustrating the alii 
ance in a number of places. It too 
had its strongholds of economic 
domination and its political record 
and it cashed in on the same with 
good effect. 

Congress and Kurul Votes 

Thus in village Ramos (booth 271 
there was a “constructive worker” 
with a long record of work who 
came from the Baniya (Khadaita) 
community and was greatly respect¬ 
ed. As it often happens, the wealthy 
and influential families to whom the 
dependent classes in any case turn 
for economic help and “advice”, 
also throw up a noble person who 
can afford to devote his life to un¬ 
paid social work. This helps in fur¬ 
ther consolidating the hold of these 
families over village li f e 3s they are 
in a position to guide both the 
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traditional and the modernist asp¬ 
ects of village life. The hold was 
still further fortified in this village 
because of an incident that played 
into the hands of the Baniyas. A 
Patidar had beaten a Kshatriya for 
entering his field. The situation was 
cleverly exploited by the Baniyas to 
their own advantage. The benefit 
was reaped by the Congress candi¬ 
date for whom the village Baniyas 
acted as a link. The link need not 
always he of the same caste. Thus 
village Kudo! (booth 16) was domi¬ 
nated by a leading Muslim trading 
family (known bb Vora) that per¬ 
formed the money-lending and other 
“sahukar” functions in the village. 
It also supplied the President of the 
local Panehayai and general guid¬ 
ance in political matters. This family 
because of its trade relationship with 
the Congress candidate secured for 
him the support of the village. 

Volina in Modasa Town 

A still more interesting case is 
that of Bayal (booth 44) where the 
money-lending, shopkeeping, social 
leadership and Panchayat functions 
were performed by a leading Pati¬ 
dar family. Moreover, it was also a 
staunch “Congress family”, the head 
o r the family being the President of 
the Taluka Congress Committee. 
Thus though a Patidar in caste, his 
outside trading contacts were with 
the Baniyas and political loyalties 
for the Congress. Moreover, he also 
had a caste quarrel with the Patidar 
candidate of the Swatantra Party 
over whose family stood higher in 
the system of hypergamy. At the 
same time, as he was also an anjana 
Patidar, he had close ties with the 
local Kshatriyas community. Such a 
combination of circumstances en¬ 
abled the Congress to poll almost 
the entire village population in its 
favour in the election. The gain of 
the Congress was even more. In the 
neighbouring village of Itali (booth 
43) another Patidar who was a close 
kinsman of the Bayal family domi¬ 
nated the village economically and 
politically. A substantial section of 
the latter also voted Congress. The 
main point in such villages is the 
monopolistic position of the family 
that performed the “sahukaT” func¬ 
tions. Though normally Baniya, it 
did not matter what the caste of 
the family was. 

These are stray illustrations but 
they show the ways in which the 
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Congress was able to make inroads 
into the rural vote including the 
votes of Kshatriyas and at some 
places even of the Patidars. But if 
the splitting of the Ksjiatriya vote 
enabled the Congress to withstand 
the Swatantra challenge of a rural 
alliance against Baniya dominance, 
it was the urban vote that really 
tilted the balance in favour of the 
Congress. The vote in Modasa town 
followed a pattern very different 
from the pattern in the countryside. 


Here it was not the persistence or 
decline of a dominance pattern on 
social or economic lines but politi¬ 
cal record and persuasion that in¬ 
fluenced voters’ decisions. 

The interesting thing to note in 
this connection is that a recent event 
of explosive significance — diver¬ 
sion of the railway line from Modasa 
to another part of the district in 
spite of official and expert advice 
being in favour of Modasa 
which had led to a great deal of 


agitation and violence, had turned 
the people of the town hostile to the 
Congress. Yet, their dissatisfaction 
could not be turned to the advant¬ 
age of the Swatantra Party. There 
were two reasons for this. Firstly, 
the P S P which had been in the 
forefront of the Mahagujarat move¬ 
ment had also taken the lead in the 
Railway agitation. Hence it was the 
PSP that derived the most benefit. 
Secondly, the old Nima leadership 
in the Congress had a good hold 


Table 4 : Swatantra Stronghold* in Kahatriya Area* 
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All over India 


industry : The Swatantra Bharat Mills, Delhi covering an area 
of over 350,000 sq. ft. has been entirely refitted with Philips 
lighting equipment supervised by Philips lighting engineers. 
Results; increased productivity, higher worker-morale. 


IT’S PHILIPS FOR PLANNED LIGHTING 


No matter what the application—for factory, office or 
roadway—lighting to be effective must be planned. And 
planned lighting, everywhere, has come to mean lighting 
by Philips. Philips have the vast experience and technical 
know-how of their international associates to draw upon. 
And Philips today manufacture in India lamps, fittings 
and accessories to specifications even higher than pres¬ 
cribed international standards—to ensure that lighting 
installations function efficiently even under widely 
varying and severe climatic conditions. That's why, all 
over India, Philips quality lamps, fittings and accessories 
are specified for ultimate economy 

PHILIPS LIGHTING 
SERVICE BUREAU 

For maximum illumination 
at lowest running cost...in 
projects, factories, offices or 
shops — consult the Philips 
Lighting Service Bureau. 
Highly trained and expe¬ 
rienced lighting engineers 
will assess your particular 
requirements, and recom¬ 
mend the best, most eco¬ 
nomical lighting — free and 
without obligation! 



PHILIPS 



FHIUFS INDIA UNITED 



OFFICE : The Java Bengal Line's modern office m Calcutta 
reflects efficiency at every turn. And, of course, the lighting is 
specially designed and installed by Philips. Recessed fluorescent 
lamp fittings achieve an even, high level of shadowless and 
glare-free illumination. 



roadway i The magnificent Nehru Bridge over the Sabamuti 
at Ahmedabad had to have the very best lighting—naturally 
Philips was the choice. Scientific planning and ultra-modern 
fittings make this briiiiantly-lit causeway a real show-piece. 

JYttfF ISIS 


1176 















V: 


mi 


■ ^h tigs, if 



^HECbit 



over the population of the town. 
Although thrown oat of position 
within the party by the Khadaitss, 
the Nima leaders could not, tike the 
Patidars, bring themselves to expose 
the Congress or even be indifferent 
to it. (Some, however, subsequently 
retired from active politics.) They 
used all their influence and pressure 
to save the party’s prestige and the 
name of Dada. The result was that 
the P S P and the Congress polled 
between them almost the entire 
vote of the town, the Swatantra 
Party making a miserable show. 
The margin thus secured enabled 
the Congress to tilt the balance and 
win the election. 

Congress Factionalism Helps 
Swatantra 

Such are the reasons for the ac¬ 
tual outcome of the general elec¬ 
tions, the Congress losing substan¬ 
tially but yet retaining the seat. A 
closer look at Tables 4 and 5 may 
be worthwhile. It is true that where¬ 
as one set of booths shows a corre¬ 
lation between Kshatriya concentra¬ 
tion and Swatantra strongholds, 
another set of almost equal concen¬ 
tration of Kshatriya vote shows a 
strong preference for the Congress. 
The sweep of the Swatantra hold in 
Kshatriya areas, however, is strong¬ 
er than of the Congress. Thus even 
in the Congress-dominated areas, 
the Swatantra managed to secure 27 
per cent of the vote and the PSP 
another 10 per cent. The corres¬ 
ponding figures in the Swatantra 
strongholds are Congress 19 per cent 
and P S P 5 per cent. As a matter 
of fact, the shift away from Baniya 
dominance and towards affinity with 
the Patidars is clear in gieater or 
smaller degree all over the constitu¬ 
ency. This was shown in the elec¬ 
tion, with the single ' exception of 
booth 44 (see Table 51 where the 
overwhelming superiority of the 
Congress is owing to the exceptional 
stand taken by the Patidars them¬ 
selves to support the Congress (and 
advise the Kshatriyas also to do so). 
As a matter of fact, with 'he excep¬ 
tion of hooth 44, the Patidar leaders 
of the Swatantra Party managed to 
put uo a three figure performance 
in all booths of Kshatriya predo¬ 
minance. The Congress, on the other 
hand, failed to do so in as many 
as six booths. The upshot is a trend 
of declining Baniva dominance and 
rising Patidar-Kshatriya alliance 


against such a dominance in Modasa 
politics. 

The trend was confirmed in the 
election of the Taluka Panchayat 
President that followed in 1963. In 
this election, the impressive majori¬ 
ty of the Patidar candidate of the 
Swatantra Party against the Con¬ 
gress candidate largely owed itself 
to the support be got from Kshatriya 
and Patidar Sarpanches. The caste 
break-up of the vote is given in 
Table 7. 

Table 7 Taluka Panchayat Election 


Caste 

Swatantra 

Congress 

Total 

Brahmin 

1 

4 

5 

Patidar 

16 

2 

18 

Kshatriya 

27 

3 

30 

Baniya 

— 

5 

5 

Others 

1 

1 

_2 


45 

15 

60 


Notes : 

(1) The "Swatantra" group in this 
election, owing to a directive of 
the party, did not uie the name 
of the party but of “Khedut 
Sangh”, a farmers’ organisation 
in the constituency that was 
created at the time of the 
election • 

(2) ' Sixty memben out of a total of 

62 voted in this election; 

The experience of the elections 
has opened the eyes of a section of 
the Congress leadership which is 
aware of the strong position of the 
Patidar leadership of the Taluka. 
The only way of regaining the lost 
position of the Congress in Modasa 
is to win back this group and this 
could be done only at one price : 
the present Khadaita hegemony of 
the Taluka Congress should go. 
Such a solution may indeed find 
favour with the D C C which is also 
dominated bv the Patidars. More¬ 
over, if the D C C can enforce its 
line of thinking on the Taluka, Mo- 
dasa too will be in their hands and 
the rivalry between two centres of 
power in the district ever since the 
death of Dada will come to an end. 
The territorial shift of power from 
Modasa to Himatnagar (the District 
capital and home of the D C C 
group) and the social shi f t from 
Baniyas to Patidars would be com¬ 
plete. The enticements for the D C C 
to enter into this grand design are 
indeed tempting but any movement 
on their part would depend upon 
(5) the success in wooing back the 


Patidar group of Modasa; and (il) 
the ease with which the Khadaita 
M L A and his group can be per¬ 
suaded or coerced into acquiesc¬ 
ence, The latter would depend on 
the pull of the M L A with “higher 
level” leadership. Meanwhile, Mo¬ 
dasa politics after a long factional 
process has crystallised along a pat¬ 
tern that seems to augur well for 
the opposition party. 

VI 

Conclusions 

(1) The political orientation of 
this relatively backward constituen¬ 
cy has been provided by a long 
period of one-man dominance 
followed by the political hegemony 
of the Congress Party since in¬ 
dependence. 

(21 This led to political compe¬ 
tition within the Congress. Opposi¬ 
tion got internalised and the out¬ 
come was a structuring of the party 
into a system of factions. Starting 
with individual competition and 
frustration the process soon got cry¬ 
stallised along an ongoing structure 
of ascription, influence and power. 
In the main, this derived from (a) 
kinship and caste alignments and 
(b) economic power. 

(3) The process gained shape 
from a sequence of competitive 
trials provided by a series of elec¬ 
tions over a period of twelve years 
(1952 to 1963) and even more, by 
the selection of candidates for the 
Congress ticket for each of these 
elections. 

(4) Such a structuring of politi¬ 
cal power along factional lines drew 
its sustenance from the division of 
the electorate on the lines of the 
prevailing infra-slructure of Modasa 
society, although in the process it 
radically altered the power relation¬ 
ships of this structure hy introducing 
new principles of organisation and 
affiliation. 

Buy Only When 
You Must 
Keep Prices 
Down 
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These changes in the power rela¬ 
tionships of Modasa can be under¬ 
stood in terms of the changes 
through which the dominance pat¬ 
tern in society has passed. For long 
this pattern was one of urban do¬ 
minance in which one section of 
the trading community of “Baniyas” 
were all-powerful. With the growing 
importance of numbers and thus of 
the rural population, the pattern 
turned into one in which economic 
hold and a long period of rural 
domination gave power to another 
sect of Baniyas, the money-lenders 
and the village “sahukars". Mean¬ 
while, the more enterprising and 
aggressive of the farming commu¬ 
nities, the “Patidar” community, 
was catching up and soon began 
challenging the dominance of the 
trading class. They were the new 
rural leaders and owing to their 
closeness in occupation and social 
hierarchy to the numerous small and 
landless farmers, corning from vari¬ 
ous “backward” castes but together 
known as the “Kshatriya", there 
came about a consolidation of rural 
power never known before. With 
this, the hegemony of the urban and 
trading communities was under¬ 
mined once and for all. 


(ImIc Orientation of Polities 

(5) Such an understanding of 
politics in terms of an infrastruc¬ 
ture of communities also provides a 
clue to the 1002 election results. 
The trading community with its 
traditional hold <>n the villages on 
the one hand and the conscious and 
articulate section of the peasantry 
on the other provided the b»si-> of 
the polarisation (hat came about in 
Modasa politics. When the faction 
representing the latter defected from 
the Congress Party in 1962, tin- fac¬ 
tional cleavage within the party 
turned into a political cleavage bet¬ 
ween two parties, Underlying both, 
however, was the caste cleavage des¬ 
cribed bore. 

Tire decisive influence was. of 
course, exercised by the large and 
inarticulate “backward” vote of the 
Kshatriya communities. This vote 
was split. The Swatantra Parly was 
n late comer and bad no organisa¬ 
tional network to count upon. On 
the other hand, the candidate of the 
Congress had vast influence in the 
constituency, especially owing to his 
wealth and business links. That the 
balance was still in favour of the 
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Swatantra Party it owing to the 
close links of its socially “backward” 
candidate with the hulk of the 
fanning population of Modasa. It 
is significant, therefore, that it was 
the. urban vote of Modasa town that 
enabled the Congress to steal a 
march over the Swatantra. 

(6) More than the outcome, how¬ 
ever, it is the trends revealed by the 
1962 election that are more impor¬ 
tant. These point to the emergence 
of a strong political alliance bet¬ 
ween the two farming communities 
of Patidars and Kshalriyas. The days 
of Baniya dominance in Modasa 
politics seem to be numbered. Whe¬ 
ther the alliance will benefit the 
Swatantra Party as it appears to 
have done in the local-self-govern¬ 
ment election of ’63 or the Con¬ 
gress will stage a come-back by 
winning back the Patidar leader¬ 
ship into its folds cannot he predic¬ 
ted with certainty, although then- 
are great difficulties in the way of 
the Congress, thanks to the powerful 
faction chain stretching from the 
Taluka right to the State and na¬ 
tional levels that could be invoked 
by tbe present Baniya M L A of 
Modasa. What is certain is that 
whichever party wins over this new 
rural coalition will come out success¬ 
ful in Modasa. The crux of political 
divisions in Modasa is their commu¬ 
nity and interest orientation fthe 
latter taking an urban-rural and 
trader-farmer complexion!, castr 
emerging as the relevant political 
category and providing the necessa¬ 
ry structural basis for mobilisation. 

(7) Such a community orienta¬ 
tion of politics, however, should 
not lead to an instrumental view of 
politics according to which politics 
is but a reflection of social cleava¬ 
ges that exist apart from and prior 
to the plav of politics. Such a view 
o* tbe relationship between society 
and politics is not horny out by the 
Modasa study. Indeed, the point 
that emerges clearly in Modasa is 
the [KtlirlcaJ rripin of social chan¬ 
ges : politics is the great levrller of 
social distances and dominance posi¬ 
tions found in a peasant society. 
The distances exist, the antagonisms 
are also there, but these are largely 
latent. It is in politics that they 
are crystallised and given shape. 
“Banivas”. “Patidars”. and “Ksha- 
triyas” were indeed the significant 
categories of Modasa politics, but 


they operated not as traditional 
communal groups but as political 
groups, in the process passing over 
important social gradations or crea¬ 
ting new gradations. What emerges 
from Modasa is not so much social 
conditioning of politics but politici¬ 
sation of social cleavages and the 
creation of new identifications and 
loyalties, although both were invol¬ 
ved in the process of change. While 
caste provided an ongoing structure 
along which politics got articulated, 
politics provided events and oppor¬ 
tunities by which traditional struc¬ 
tures were found to disintegrate or 
re-shape under the impact of new 
forces. Modasa is a revealing case 
study in the politicisation of a tradi¬ 
tional society. 


Bye-Elections since 1962 

FIFTY-SEVEN bye-elections. 10 to 
the Lok Sabha and 47 to the 
State Legislative Assemblies, have 
been held sinee the general election 
in 1962. In the bye-elections to tl»e 
10 Lok Sabha seats, Congress lost 
four and Jan Sangh one, while 
Swatantra gained two, Socialists 
one, D M K one. and Independents 
one. 

In the bye-elections to tbe legis- 
lative Assemblies, Congress gained 
three and went up from 24 to 27, 
and P S P also gained two. The 
All-Party Hill Traders’ Conference 
(Assam) and Independents lost two 
each and rattle down from 7 to 5, 
and from 5 to 3. respectively. Swa¬ 
tantra also lost one seal. CnmmuQ- 
ists und Muslim League retained 
their two seats eaeh and Jan Sangh 
one. 

Since tbe emergency. 41 bye- 
eleetions have been held. 7 to the 
Lok Sabha and 34 to the State le¬ 
gislative Assemblies. In tbe bye- 
elections to the Lok Sabha. Cong¬ 
ress lost three but gained one, Jan 
Sangh lost one. Swatantra. Socialist 
and Independents gained one each. 

The results of tbe bye-elections 
to the Legislative Assemblies show 
that Congress added three more 
members, now 20 as against 17 
earlier, and PSP gained one. The 
All Party Hill Leaders’ Conference 
lost two seats and now holds 5 in¬ 
stead of 7, and Swatantra and Jan 
Sangh lost one each. The Commun¬ 
ist Party of India retained its one 
seat and so did two Independents. 
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Divorce Cases 


in 


the Court of Poona 


An Analysis 

Karaalsbai Deshpande 


The Hindu Marriage Act, which came into force in 1955, contained many provisions new to pre¬ 
vious traditions, 



\:\ 


An attempt is made below to analyse marriage petitions registered under the Act in the Court of fy; 
Poona during a period of seven years, from May 1955 to June 1962, with a view to finding out the response 
of Hindu society to the Marriage Act. 

Particular attention is focussed on the question of divorce which woe so far unknown to Hindu Law. t 
(except for the Bombay Hindu Divorce Act passed in 1947 and an earlier Act in the native state of Baroda). ;4 

[/ am indebted to Shri V G (Fogle, District and Sessions Judge, Poona, for granting me permission 
to read the records relating to marriage petitions in the Court of Poona.] 


JNIT1ALLY, the marriage pelitions 
registered under the Hindu Mar¬ 
riage Act were disposed of by the 
District and Sessions Judges in the 
Court. After some time, they were 
transferred to the civil side of the 
Court. Out of 72 cases in the year 
1955, the first 51 were disposed of 
in the Sessions Court, while the 
last 21 were sent to the civil side. 
In all, 771 cases were studied and 
the results are presented in the 
Tables. This is how the 771 cases 
were distributed over the seven years: 


Year 

No of Petitions 

1953 

72 

1956 

93 

1957 

88 

1958 

122 

1959 

154 

1960 

no 

1961 

90 

1962 

42 

Total 

771 


In Table I are analysed the deci¬ 
sions of the Court. Out of 771 cases, 
information about 11 cases was not 
available. In 189 (24.51 per cent) 
cases dissolution of marriage was 

ordered, while in 28 cases (3.63 

per cent) the marriage was declar¬ 
ed null and void. Judicial separa¬ 
tion was granted in 168 cases 

(21.79 per cent), which may have 
resulted in divorce in the following 
years. Thus in about 50 per cent 
of the cases the marriages were ei¬ 
ther dissolved or on the way to 
dissolution. In 41 cases (5.32 per 
cent) restitution of conjugal rights 

was decreed, as the Court did not 
find enough cause for separation. 
In 101 cases (13.10 per cent) the 
request of the petitioners was not 
granted. 

In a very large number of cases 
the petitions did not come up for 


final decision. Some were with¬ 
drawn by the petitioners; some 
were rejected by the Court for some 
technical flaw in the petition or be¬ 
cause of the absence of the petition¬ 
er or his pleader in the Court. 

Many cases were withdrawn from 
the Court after some preliminary 
hearing by the Court. It was plead¬ 
ed that as the community council 
had disposed of the dispute and 
dissolved the marriage or decided 
otherwise, the petitioner was no 
more interested in getting the suit 
settled by the Court. Parties in 
whose community divorce was al¬ 
lowed were not required to come 
to the Court for settlement of their 
disputes. One cannot say from the 
available information how many of 
the 30 per cent petitioners whose 
cases did not come up for decision 
by the Court finally secured divorce 
through agencies other than the 
law court. 

To summarise, 51 per cent were 
granted dissolution of marriage. 18 



1955 

1956 1957 

(1) Divorce 

(2) Judicial 

34 

28 

14 

separation 


24 

25 

(3) Null and void 

(4) Restitution 
of conjugal 


5 

4 

rights 

(5) Petitions 

" 

2 

4 

rejected 

»6) Petitions with¬ 
drawn or 

13 

6 

15 

rejected 

17) Information 

22 

28 

25 

not available 

3 

— 

1 

Total 

72 

93 

88 


per cent were not; 30 per cent 
cases were withdrawn and it is not 
known whether the marriages were 
dissolved or not. 

Reason* 

The various reasons put forward 
in the petitions for the grant of 
divorce are mentioned in Table 2. 
In 7.1 per cent of the cases judicial 
separation had already been grant¬ 
ed and the petitioner was making 
a plea for divorce after the comple¬ 
tion of the prescribed period of two 
years. In these cases, the real rea¬ 
sons for the break-up of the mar¬ 
riage were not given. These must 
have been given at the time of the 
petition for separation. 

The reason most frequently given 
(6213 per cent) was “withdrawing 
from the society of the spouse”. In 
Marathi this is termed “Nandat 
or Nandavil Nahi”. This means, in 
non-legal English, that (1) a wife 
refuses to live with her husband 
and lives with her parents, or alone 
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1958 

1959 1960 1961 

1962 Total 

Per- 







cent- 







age 

25 

28 

28 

21 

11 

189 

24.61 

29 

40 

23 

17 

10 

168 

21.79 

2 

3 

10 

2 

2 

28 

8.63 

7 

7 

9 

9 

3 

41 

5.82 

13 

20 

11 

18 

7 

101 

18.10 

<4 

32 

28 

25 

9 

233 

30.22 

2 

4 

1 


— 

11 

1.42 

122 

m 

110 

90 

42 

T71 

96.99 

1179 


Table 1: Analysi* of Decisions on Marriage Petition* 
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or with some other man or (2) a 
man refuses to keep his wife at 
his home, live with her and pro¬ 
vide for her. Here, again, specific 
reasons for such behaviour are nut 
given. The Court is faced with what 
amounts to an unofficial separation 
and is asked to give it an official 
sanction. Such official sanction is 
necessary if a second marriage is 
contemplated or if maintenance is 
sought to he avoided. In the course 
of the hearing of such cases, one 
can get to know the real causes of 
the break-up of the marriage, but 
in the summary of cases these are 
not mentioned. 

In 39 cases the reasons could 
rot be ascertained as the full re¬ 
ports were not available. 


take advantage of the Hindu Mar¬ 
riage Act {Table 3). Unfortunate¬ 
ly, it is not possible to get a com¬ 
plete caste-wise breakdown of the 
petitioners as many of them do not 
mention their caste (it is no longer 
necessary to do so). We have, 
therefore, to depend on circumstan¬ 
tial evidence. 

(sue 

The petitioners may be divided 
into two broad categories: (1) those 
belonging to castes in which divorce 
was unknown, and (2) those be¬ 
longing to castes in which divorce 
was practised. Cases of persons 
other than Maharashtrians were left 
out of this classification as the au¬ 
thor could not determine their caste. 


A* for Maharashtrian petitioner*, 
an attempt was made to fix the caste 
with the help of the surname and 
any other circumstantial evidence 
that was available from the mar¬ 
riage petition. In many cases refer¬ 
ence was made in the petition to 
attempts made by the community 
council to settle the dispute and 
other such matters which showed 
that the petitioner belonged to a 
caste in which divorce was practj*- 
ed. 

Out of the 771 cases, some 67 
(8.69 per cent) came from non- 
Maharashtrian families; 34.75 per 
cent were from castes in which di¬ 
vorce was unknown, and 56.55 per 
cent came from communities in 


In all other cases specific rea¬ 
sons are given. Immoral conduct 
accounts for about 10 per cent of 
the cases. Cruelty comes next (6.61 
per cent). Impotence was a cause 
in 5.06 per cent and unsoundness 
of mind in 3.89 per cent of the 
cases. In 2.07 per cent of the cases 
the marriage was dissolved as it 
was entered into through false re¬ 
presentations. In 1.17 per cent of 
the cases 'change of religion 1 was 
given as a reason. These last two 
reasons need further clarification. 

In India the groom and bride arc 
almost never acquainted with one 
another. They may belong to dis¬ 
tant localities and marriage may he 
arranged by kin or friends or mid¬ 
dlemen. Defects of the groom and 
the bride become apparent only 
after the marriage. One groom, for 
instance, was found to be complete¬ 
ly insane. In another case the bride 
W'as found to be suffering from epi¬ 
leptic fits, etc. As for change of 
religion, conversion from one reli¬ 
gion to another is generally taken 
to be a ground for divorce. It can¬ 
not be really considered the genu¬ 
ine cause for divorce in all cases, 
It helps to avoid unpleasant discus¬ 
sions in the Court. Moreover, change 
of religion leads to immediate di¬ 
vorce, without the lengthy proce¬ 
dure of judicial separation and de¬ 
lay of years. 

Divorce was unknown to original 
Hindu Law. Custom and usage 
allowed it, however, among many 
communities. Thus in a major part 
of Hindu society, divorce was al¬ 
lowed. Yet our study shows people 
from all castes coming forward to 


Table 2: Alleged Reasons 

YEAR 


Reason 

1955 

1956 

1957 

1958 

1959 

1960 

1961 

1962 Total 

Per- 











<cm- 











ilffC 

(1) Judicial 











separation 

— 

-- 

— 

7 

15 

14 

13 

6 

55 

7.18 

(2 1 Withdrawn from 











society 

56 

59 

54 

79 

98 

56 

55 

22 

479 

68.18 

(3) Immoral 










conduct 

6 

15 

7 

10 

17 

12 

4 

6 

77 

9.9# 

(4) Disease 

(5) Unsoundness 

2 

4 

2 

2 

2 

O 

0 

O 

12 

1.56 

of mind, etc 

1 

3 

4 

2 

6 

7 

4 

3 

30 

8.89 

(6) Impotency 

3 

9 

7 

3 

2 

9 

4 

2 

39 

5.0« 

(7) Fraud 

0 

1 

1 

6 

2 

3 

1 

3 

16 

8.07 

(8) Cruelty 

(9) Change of 

2 

2 

11 

13 

10 

6 

7 

0 

51 

6.61 

religion 

... 

* * 

1 

1 

2 

3 

2 

0 

9 

1.17 

(10) Reason not 











known 

2 

— 

1 


— 

— 

— 

~~ 

3 

0.39 

Total 

72 

93 

88 

122 

154 

110 

90 

42 

771 

100.00 


Table 3: 

Caatewise Analysis 
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Caste 

1955 

1956 

1957 

1958 

1959 

I960 

1961 1962 Total 

Per- 











cent- 

I Non-Maharashtrian 

. 

.. 

. 








castes 

3 

S 

8 

7 

16 

11 

11 

3 

67 

8.69 


II Maharashtrian 
castes 


(a) Castes where 
divorce was 
unknown 
(1) Brahmins and 


similar 

23 

29 

29 

39 

40 

50 

39 

19 

268 

84.76 

(b) Castes where 
divorce was 
prevalent 
(1) Marathas and 
similar 

43 

52 

47 

68 

84 

42 

38 

17 

391 

) 

(2) Untouchables 
and similar 

3 

4 

4 

8 

14 

7 

2 

3 

45 

j 58 33 

Total 

72 

93 

88 

122 

154 

110 

90 

42 

771 

100.00 
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which divorce waspractised, Tbie 
shows that castes in which divorce 
was not known were not slow to 
take advantage of the new legal 
provisions. Castes which allowed di¬ 
vorce as a matter of custom were 
also going to court to settle mar¬ 
riage disputes instead of getting 
them settled by community agen¬ 
cies. 

As will be seen from the figures 
giUeiJ at the beginning, over the 
seven years marriage petitions did 
not show an increase. In the years 
1958 and 1959 we get rather large 
numbers. This might have been due 
to the first rush to take advantage 
of the new legislation. These peti¬ 
tions for divorce had been regis¬ 
tered in 1957 and 1958 and the 
decrees were given in 1958 and 
1959. After the first rush, the num¬ 
ber of divorces has remained round 
a hundred per year, It will be seen 
that the number of petitions with¬ 
drawn or rejected was also the 
highest in 1958 and 1959. These 
figures also indicate the rush to 
make divorce petitions immediately 
after the law was passed. 


35. After 40 there are almoat no 
cases. 

Table 6 shows that in only 18.68 
per cent of the petitions (ie, 144 
out of 771) was there a reference 
to children. Children help to mini¬ 
mise differences between parents. 
Out of the 144 divorce cases of 
mothers with children, 91 or almost 
two-thirds had one child only. The 
number of divorce petitions dimi¬ 
nishes as the number of children 
increases. 


No reliable conclusions • can be 
drawn about die custody of child¬ 
ren, for decisions about mainte¬ 
nance and custody of children are 
not necessarily taken along with the 
decision on divorce or judicial se¬ 
paration. A separate application is 
often invited and each case is de¬ 
cided on merit, depending on the 
age of the children and the ability 
of the father or the mother to look 
after the children. These petitions 
were not scrutinised by the author. 


Table 1: Age of Husband when Divorce Proceedings were Started 

{May 1955 to June 1962) 
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Ages 

1955 

1956 

[957 

1958 

1959 

i960 

1961 

1962 Total 

Per¬ 




l r 







cent¬ 











age 

0 10 20 

0 

0 

0 

3 

0 

2 

3 

0 

8 

1.04 

21 to 25 

13 

13 

7 

20 

32 

18 

10 

4 

117 

16.111 

26 to 30 

27 

42 

39 

44 

46 

38 

29 

. 15 

280 

86.82 

31 to 35 

16 

22 

23 

31 

33 

26 

16 

12 

179 

28.21 

36 to 40 

3 

7 

11 

12 

12 

15 

17 

7 

84 

10.89 

41 to 45 

7 

4 

4 

5 

8 

2 

3 

3 

36 

4.67 

Above 46 

2 

3 

3 

4 

4 

6 

3 

0 

25 

3.24 

Unknown 

4 

2 

1 

3 

19 

3 

9 

1 

42 

7.47 

Total 

72 

93 

88 

122 

154 

110 

90 

42 

771 

100.00 


A*e 

Table 4 gives the number of cases 
according to the age of the hus¬ 
band. The number is highest in the 
age-group 26 to 85. It is 280 be¬ 
tween the years 26 and 30, and 
179 between the years 31 and 35. 
The number of cases within the 26- 
35 age-group thus comes to 59 per 
cent of the total. The next highest 
number of cases is in the age- 
groups 21-25 and 36-40. Eighty-five 
per cent of the cases are thus be¬ 
tween the ages 21 and 40. There 
is no age-group in which divorce 
is nut sought. The curve is almost 
regular. 

Table 5 gives the number of cases 
classified according to the age of 
the wife. The number of divorces 
is highest in the ages between 21 
and 30. The number of cases be¬ 
tween the ages of 21 and 25 was 
315; it was i85 between 26 and 30. 
The percentage of cases between 21 
and 30 thus comes to 63.95. The 
number of divorce cases where the 
age of the wife is less than 20 is 
not negligible. It is 146 and forms 
18.94 per cent of the total. After 
35 the number is negligible. Almost 
all the divorces (83.79 per cent) 
take place before the age of 30. A 
few (6.36 per cent) between 30 and 


Table Si Age of Wife when Divorce Proceeding* were Started 

{May 1955 to June 1962) 


Ages 

1955 

1956 

1957 

Y 

1958 

E A 

1959 

R 

1960 

1961 

1962 

Total 

Per¬ 

0 to 20 

13 

16 

16 

30 

34 

15 

10 

12 

146 

cent¬ 

age 

16.94 

21 to 25 

34 

42 

34 

54 

52 

60 

36 

13 

315 

40.86 

26 to 30 

20 

19 

26 

25 

35 

26 

24 

13 

186 

28.09 

31 to 35 

2 

6 

7 

8 

12 

6 

6 

2 

49 

9.86 

36 to 40 

— 

3 

1 

1 

2 

4 

5 

— 

16 

2.08 

41 to 45 


1 

- 

.... 

0 

1 

3 

. . 

5 

0.65 

Above 46 

-- 


— 

.... 

... 

2. 


, — 

2 

0.26 

Unknown 

3 

6 

4 

4 

19 

9 

6 

2 

53 

6.87 

Total 

72 

93 

88 

122 

154 

110 

90 

42 

771 

100.01 



Table 6: Divorce and Motherhood 





1955 

1956 

1957 

Y 

1958 

E A 

1959 

H 

1960 

1961 

1962 Total 

Per¬ 

cent¬ 

age 











- 

Cases without 

children 

66 

73 

68 

HO 

129 

81 

66 

34 

627 

81.82 

Cases with 

children 

6 

20 

20 

12 

25 

20 

24 

8 

144 

18.68 

One child 

8 

12 

11 

9 

19 

18 

12 

4 

91 

2 children 

— 

7 

5 

2 

3 

6 

7 

4 

34 


3 children 

— 

1 

2 

1 

3 

3 

1 

_ 

11 


More than 3 
children 

_ 

_ _ 

2 


— 

2 

4 

_ _ 

S 


Total 

6 

20 

20 

12 

25 

29 

24 

8 

144 



1183 
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Ecology and Village Structure 
in Deltaic West Bengal 


Ralph W Nicholas 


This paper attempts to apply the method of ecology — the study of the relation between organism and 
environment — to two peasant communities in W Bengal. By comparing villages in which technology , eco¬ 
nomy and culture are generally similar, but between which there are differences of environment, it is at¬ 
tempted to firid differences of social structure and how precisely differences between social structures and 
and environments are connected with one another. 

Two characteristic ways in which Bengali peasants deal with the marshy, active delta environment 
are explored as significant, steps intervening between environment and social structure. The active delta 
lacks much land suitable for house sites and, as a consequence, active delta villages are ordinarily 
dispersed, linear or chain-link in layout with houses quite distant from one another. Land 
in the moribund ,delta is generally high and dry, and moribund delta villages are usually nucleated and com¬ 
pact. Secondly, the active della areas are inhabitedin a gradual, frontier pattern. Men go, seeking land 
and. if they are poor, may eventually move to their new land, taking their families and households. 

As a consequence, active delta villages are smaller uni. in caste composition, simpler than moribund 
delta villages. Because of their settlement patterns and flooding, social interaction of all kinds — including 
inter-caste relations — is much less frequent in the active than in the moribund della villages. Thus, the 
system■' of caste ranking in the moribund della villages is found ‘to be more elaborate than caste-ranking in 
the active delta villages. 

Because of the ipattern of evolution of active, delta villages, h is found that land concentration, in 
the moribund delta is much more pronounced than in the active delta. As a result of the lower degree of 
concentration, political power in the. moribund della villages is also found to be considerably more dispersed 
than in the active delta villages. 

[ While / cannot thank individually all those who cooperated in this research and in the criticism 
of this paper, I must single out my industrious co-worker Shri Tarasish Mukhopadhyay. of the Anthropologi¬ 
cal, Survey of India. Field work in the two villages was supported by a Ford Foundation Foreign Area Train¬ 
ing Fellowship; the Ford Foundation, however, is in no way responsible for anything / have said in this 
paper.] 


T HE study of Indian village com¬ 
munities begun in earnest 
after the War by social anthropo¬ 
logists had an initial concern with 
the village itself. Questions like 
the extent to which the village is 
an isolable social system or a part 
of a larger system were important 
during the 1950’s. This concern is 
reflected in the series of papers 
which appeared in The Economic 
Weekly between 1951 and 1954 and 
were later published in the collec¬ 
tion “India’s Villages" ( Asia. 1955). 
It is not surprising that anthropo¬ 
logical research in India during 
the 1960’s should be concerned 
with more specialised problems; 
the next collection of The Econo¬ 
mic Weekly village studies will 
doubtless reflect the real growth in 
anthropological understanding of 
rural India which has occurred 
during the last ten years. 

Th is article deals with a problem 
on which the author conducted re¬ 
search in West Bengal between 
August 1960 and September 1961. 


Ecology, the study of the relations 
between organisms and their en¬ 
vironments, has provided anthropo¬ 
logists with many interesting “ex¬ 
planations" of aspects of tribal 
social structures. Can ecological 
analysis provide similar explana¬ 
tions of structural features in 
peasant societies? An attempt is 
made to answer this question by 
comparing peasant villages in two 
zones of deltaic West Bengal. 
Radhanagar (a pseudonym) is a 
village of 597 persons and six 
castes located in the deltaic eastern 
portion of Midnapore district, six 
miles west of the Rupnarayan River 
and about 25 miles north of the 
estuary of the Hooghly on the Bay 
of Bengal. Chandipur (also a 
pseudonym) has a population of 
981 divided among 19 castes; it 
lies on the eastern hank of the 
Bhagirathi River in southern 
Murshidabad district, about 20 
miles south of Berhampur. and 
about 120 mile* north of Calcutta. 


What is the nature of the relation¬ 
ship between environment and 
social structure in a peasant econo¬ 
my? When a tribal society with 
a limited technological system con¬ 
fronts a marginal environment, it 
is clear that this relationship is 
very direct and influential. As 
technologies become richer and 
economies are able to support a 
limited division of labour, as in 
peasant society, environment comes 
to play a smaller and smaller part 
in the ecological equation; 
technology comes to mediate an 
increasing share of the relations 
between the human organism and 
his environment. 

Since this study is a comparative 
one. the general question may be 
rephrased in a more operational 
form: To what extent can differ¬ 

ences of social structure between 
two peasant communities he attri¬ 
buted to differences between 
their environments? This raises 
another very important question; 
Can the links in the “chain of 
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causation'' between environment 
end social structure be specified? 
If this question cannot be answered 
positively, then one is certainly 
open to charges of environmental 
determinism. One must avoid the 
temptation, once broad similarities 
of culture and broad differences of 
environment have been discerned, 
to attribute differences of social 
structure — major or minor to 
the differences in the environment. 

It might be useful to suy some¬ 
thing further about the design of 
this piece of research. It has al¬ 
ready been pointed out that major 
conclusions are sought to be drawn 
from a comparison of two villages. 
Furthermore, the villages have been 
selected in order to make possible 
a “controlled comparison”. What 
variables are actually controlled in 
this study? First, and most im¬ 
portant, although there are differ¬ 
ences in detail, the technological 
complement and the economic bases 
of these two village societies are 
held constant. In other words, the 
human element of the ecological 
equation is constant while the en¬ 
vironmental element varies. Second¬ 
ly, “culturr", in its most general 
sense, is held constant. That is, 
both of the villages under stud 
fall within the same major cultural- 
linguistic region of India. Bengal- - 
the people in both places sprak 
mutually intelligible dialects of 
Bengali; they are mostly Hindus 
who worship the same deities ac¬ 
cording to the same calendar in 
very much the same way; they eat 
the same kind of food and wear 
the same kind of clothes. If a man 
from Radhanagar were to go to 
Chandipur, he would declare that 
he was in a foreign country, but one 
in which he was able to function. 

One important variable, unfort¬ 
unately, cannot be controlled in 
this study — this is history. The 
two areas have undergone substan¬ 
tially different historical experi¬ 
ences, both during Moghul and 
British times. To a certain extent, 
the differences in the histories of 
the two areas may be attributable 
to their different environmental 
settings, but this seems to be a com¬ 
paratively minor factor. At any 
rate, the unknown element intro¬ 
duced by historical differences will 
be brought up once again when 
economic systems are considered. 
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Comparison* and Contrast* 

Up to this point We have looked 
at the nature of the problem and 
the means of solving it. Let us 
turn our attention now to a com¬ 
parison of Radhanagar and Chandi- 
pm villages. Similarities and 
contrasts between these two villages 
will be dealt with under a few- 
major heads: natural environment, 
settlement pattern, evolution and. 
finally, selected features of social 
structure. 

Natural Environment 

It is probably not necessary to 
detail the processes by which a 
delta is formed. For the most 
part, Bengal - both the present 
state of West Bengal in India, and 
East Pakistan — consists of the 
sediments deposited by the Ganges 
and Brahmaputra Rivers at their 
influx into the Bay of Bengal. It 
will he obvious that the oldest part 
of the delta is in the north and as 
one moves southward one comes 
into increasingly new deltaic de 
posits. Furthermore, for approxi¬ 
mately the last 1,000 years the 
Ganges has been shifting into more 
and more easterly courses, leaving 
the oldest portions of its delta ott 
the northwest very poorly drained. 
Geographers divide the delta into 
three regions - • active, mature and 
moribund — according to their re¬ 
spective drainage patterns. 1 The 
active delta is characterised by ricli 
agricultural land fertilised by silt 
deposited during deep anuual floods 
which last up to eight months in 
some areas. The rivers of the 
active delta ;ue grading, but they 
scour their stream beds annually. 
The risers of the moribund delta 
have silted up their stream beds to 
such an extent that they have par¬ 
tially or totally severed their con¬ 
nections with the Ganges. As a 
consequence, this nica is generally 
more elevated and drier though 
occasionally subject to unpredict¬ 
able. destructive flooding and gra¬ 
dually decreasing agricultural pro¬ 
ductivity. The mature delta is 
characterised by regular floods of 
moderate depth and more stable 
land formations than the active 
delta. 

Ghandipur village lies on the 
left bank of the Bhagirathj. River, 
which is the first distributory of 
the Ganges in the delta. The 
Bhagirathj probably represents the 
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earliest principal course of - & 
Ganges Into the Bay of Bengal 
and as the earliest, it was the firs 
one to be abandoned when tin 
Ganges began its eastward march 
When the Bhagirathi began t< 
carry less and less water, an increa 
sing amount of silt was depositee 
on the northern end of its course 
rather than being carried down tc 
the sea. Thus, the land around 
Chandipur is generally quite ele¬ 
vated in comparison to the land in 
the active delta. Floods here are 
Jess frequent, though more destruc¬ 
tive, than in the active delta. 

Radhanagar village lies within 
an area of the delta in West Bengal 
which is kept active by a com¬ 
bination of annual flooding and 
tidal action. The most important 
river in the area of Radhanagar is 
the Rupnarayan, a tributary of the 
Bhagirathi (or Hooghly, as it is 
called in its lower course) which 
comes down into Bengal from the 
Chota Nagpur Plateau. The land 
in this area is so low that the tides 
in the Bay of Bengal force the 
water in the network of little 
streams which interlace the fields 
to flow “upstream” twice each day. 
During the rainy season it is fresh 
water which is forced back into the 
stmams, but during the winter and 
spring salt water fills these streams 
during the flow tides. If the fields 
were not embanked they would he 
uncultivable because of the salinity. 
The land in this area is low and 
difficult to drain during the rainy 
season, but it is quite fertile. 

Though there is a sharp contrast 
between the natural environments 
of Radhanagar and Chandipur 
villages, most of the agricultural 
land in both areas is used for the 
cultivation of a single rice crop 
which is planted in the rainy sea¬ 
son and harvested in December or 
January. The difference between 
the two areas, agriculturally, is 
found in the pattern of cash cropp¬ 
ing. The soil found in silted-up 
stream beds, which are numerous 
in the active delta around Radha¬ 
nagar. is very well suited to the 
cultivation of betel leaf. Betel 
from the Radhanagar area,is mar¬ 
keted over much of northern 
India. The raised land in the 
vicinity of Chandipur, when treated 
with fertiliser, is suited to the cul¬ 
tivation of sugarcane and, to a 
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lesser extent,. to the cultivation of 
vegetable# for the Calcutta market. 

Settlement Patterns 

In order to specify one of the 
important relations between en¬ 
vironment and social organisation 
it will be necessary to treat the 
settlement patterns of Radhanagar 
and Chandjpur as an intervening 
step. The term “settlement pattern” 
is here used in the sense in which 
it has been employed in contem¬ 
porary archeology, to refer to the 
physical disposition of a popula¬ 
tion and its segments, its dwellings, 
other buildings and physical struc¬ 
tures related to its social life, on a 
landscape. 

There is a familiar pattern of 
Crural settlement which is found 
over much of North India and, in 
modified form, south of the Vindh- 
yas, with the notable exception of 
the Malabar coast. This typical 
settlement pattern is the nucleated 
village, a relatively compact collec¬ 
tion of dwelling units, often includ¬ 
ing one or more outlying hamlets 
hut generally clearly demarcated 
by fields and other natural features 
from other such villages. Over 
much of Bengal, however, this 
idea of the village is inapplicable. 
In the non-deltaic margins of 
Rengal. and in the moribund drain¬ 
age areas, villages are clustered 
Thus, Chandipur is a relatively 
compact, nucleated settlement. 
Throughout the active delta, how¬ 
ever, the vast majority of rural 
dwellings is spread in irregular 
lines which turn, interlink, criss¬ 
cross and run on for miles. Radha¬ 
nagar is just a collection of about 
100 contiguous houses arbitrarily 
sectioned out of some 20 miles of 
winding settlement chain. 

The explanation of this pheno¬ 
menon rests on the fact, previously 
noted, that in the active delta the 
land is comparatively low and, in 
fact, is inundated anywhere from 
four to eight months out of the 
year. In order to inhabit an area 
like this, cultivators must take ad¬ 
vantage of whatever high ground is 
available and further elevate it by 
adding earth. The only naturally 
raised surface features in the 
delta are the levees alongside 
streams, either active or abandoned, 
or the banks of shallow, marshy 
depressions, former tidal pools to 
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which the tides no longer have 
access because of artificial em¬ 
bankments. 

Thus Radhanagar and Chandipur 
are remarkably different in ap¬ 
pearance. Radhanagar, with 
about 100 houses and 600 people, 
spread in a sort of chain-link 
fashion through the countryside; 
Chandipur with about 160 houses 
and 1,000 persons concentrated in 
about five acres of land. 

Evolution of Deha Villages 

Settlement pattern is one of the 
intervening steps between environ¬ 
ment and social structure. It will 
also be instructive to examine 
characteristic, patterns of village 
development in the moribund and 
active portions of the delta before 
moving to a consideration of con¬ 
trasts between the social structures 
of Radhanagar and Chandipur. By 
the phrase “characteristic pattern 
of village development" is meant a 
kind of scheme of evolution of the 
villages in an area, one which tells 
nothing about any particular vill¬ 
age but something about almost all 
of them. 

On the basis of the information 
already presented certain things 
can be inferred about the histories 
of the villages in the two areas. 
First of all. there must have been 
human habitation in the area of 
Chandipur much longer than in the 
area of Radhanagar. This is so 
simply because there has beep 
habitable land in the older deltaic 
areas much longer than in the pre¬ 
sently active portions of the delta. 
This inference is confirmed by 
archeological information. Further¬ 
more, it mav not be too mistaken 
to assume that the villages of the 
Chandipur area, when it was part 
of the active delta, looked some¬ 
what like the villages of the pre¬ 
sent active delta. 

Even now we can learn some¬ 
thing about the processes bv which 
r\ew portions of the delta are 
settled. In the areas of deepest 
annual inundation, in East Paki¬ 
stan, there are no permanent habi¬ 
tations. Men come from the in¬ 
habited areas earlv in the mon¬ 
soon to plant these lands in a 
variety of long-stemmed rice which 
shoots up ahead of the floodwaters. 
When the planting is done they re- 
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turn to their homes and .go 
watch the ripening crop only whel ^ 
the water has receded. 1 A roan 
who has sufficient land near ini!,)';’ 
ancestral residence will not 
tempted to make this long annual$ 
trek. One who has very little will 
eventually find it much more con- 
venient to move his family and 
household to the newly reclaimed 
land. One might imagine that 
such a frontier-type of migration 
pattern would draw an ethnically 
heterogeneous population, but in 
fact the vast majority of all the 
migrants into the newly-opened 
delta areas come from three or four 
large caste or caste-like groups ; 
Mahisya or Kaibartla cultivators 
and their fishermen counterparts, - 
Muslim cultivators, Namcuudra or 
Chanded Fishermen, and Pod cul* y 
tivators.* Specialist castes, arti- y 
sans, merchants, the high castes 
and menial service castes tend to 
remain behind in the more settled f 
areas. Thus, one of the characteri¬ 
stic. features of village develop¬ 
ment in Bengal has been the gra¬ 
dual addition of more and more 
caste groups to a community as If 
became more settled. In the vill¬ 
ages of the active delta ordinarily , 
a majority of the population con¬ 
sists of members of a single culti¬ 
vating or fishing caste; in the 
villages of the moribund delta, t 
usually, no single caste has * i 
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majority of the population, though . 
there is frequently a dominant 
caste. ' '/ij 

To expand briefly on what are 
here called “intervening steps" 
between environment and social 
structure, it might he noted that ,, 
settlement patterns and manner 
of migration are two way's in which 
the inhabitants of the Bengal delta .y 
have dealt with their environment. 
Perhaps it is too obvious to bear 
stating that there are alternative 
ways of dealing with the same 
environment. Under conditions of 
different technology, very different 
solutions to the problem might have 
been found. People who have 
tractors and bulldozers have one 
way of coping with marshy land, 
hoe cultivators have quite another. 
But the point is that either tractors 
or hoes Imnly forms of social orga¬ 
nisation different from those found 
in contemporary rural Bengal. Just 
how wide a range of structural 
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variation an economy and techno¬ 
logy like that of the Bengali pea¬ 
sant may support is a very im¬ 
portant question, but one which 
will require much more informa¬ 
tion before it can be answered. In 
the present caae. the most signi¬ 
ficant fact is that their are some 
major social structural differences 
between the villages of Radhanagar 
and Chandipur, and these diffe¬ 
rences appear to derive ultimately 
from their differing ecologies. 

Aspects of Social Structure 

From the information already 
preaented here it is possible to 
derive an important proposition 
about one of the central features 
of social structure iri almost any 
Indian village: caste. The system 
of caste ranking in Chandipur or 
any ordinary village of the mori¬ 
bund delta is, to use Marriott’s 
term, much more “elaborate” than 
the system of caste ranking in 
Radhanagar or in any ordinary 
village of the active delta. 4 

Leaving that proposition for a 
moment, with the help of a little 
further information about the 
regions of the delta, it may be said 
that in the villages of the active 
delta wealth is more evenly distri¬ 
buted through the society than in 
the moribund delta where wealth 
is typically concentrated in the 
hands of a small group of families. 
As a corollary to this proposition, 
it may he deduced that political 
power is more dispersed in the 
active delta than in the moribund 
delta. Let us consider those pro¬ 
positions in more detail. 

< 1) C»»lr 

Marriott, in his atudy of “Caste 
Ranking and Community Structure 
in Five Regions of India and 
Pakistan", has said that a system 
of caste ranking may be called 
“more elaborate" when public 
opinion assigns a given number of 
castes to a relatively large number 
of discrete ranked positions; and 
the system is “simpler” when the 
same number of castes is assigned 
to fewer ranks. He has demon¬ 
strated the efficacy of four factors 
jin- determining the relative elabora¬ 
tion «f any system of caate ranking. 

These factors are: j L 

(i ) The [castes j , . . of a 
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community , . . must them¬ 
selves be numerous. 

i iii Their members as cor¬ 
porate groups must inter¬ 
act with members of other 
groups in a clearly stra¬ 
tified order. 

(iii) Their interactions as in¬ 
dividuals must not de¬ 
viate widely from the 
stratified order of inter¬ 
action among their re¬ 
spective castes taken as 
wholes. 

( iv) The totality of such a 
community structure must 
be separated from any 
possible confusion which 
it may suffer by connec¬ 
tion with inconsistent 
structures outside.' 

What are the implications of these 
determinants in the cases of 
Radhanagar and Chandipur? 
Marriott has emphasized the interac¬ 
tion among castes and among in¬ 
dividual villagers as members of 
castes as a key factor in establish¬ 
ing hierarchically ranked struc¬ 
tures. In a village such as Radha¬ 
nagar where dwellings are dis¬ 
persed from one another and com¬ 
munication difficult for five months 
in the year, all kinds of social in¬ 
teraction are less frequent than in 
a village like Chandipur in which 
houses are more closely placed and 
where floods do not interrupt social 
life for a large part of the year. 
Furthermore, it must be clear that 
in Radhanagar where there are 
only six different castes represent¬ 
ed, and where a single caste group 
constitutes almost 75 per cent of 
the population, social interaction 
connected with caste institutions is 
much less frequent than in Chandi¬ 
pur, with Id different castes re¬ 
presented and no caste comprising 
more than 15 per cent of the total 
population. 

Before expanding upon the im¬ 
plications of this difference, it 
should hr noted that in a survey of 
33 villages in the Radhanagar area 
it was found that the average vill¬ 
age in this pan of the active delta 
has a population of 629 belonging 
to an average of 5.8 different castes 
per village. Radhanagar, with a 
population of 597 and 6 caste 
groups closely resembles the aver¬ 
age village of the area in these two 
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particulars. The average village 
in the moribund deltaic area around 
Chandipur, as revealed in a survey 
of 20 villages, has a population of 
1,077 which is divided into 12.8 
different caste groups. Chandipur, 
with a population of 100 leas than 
the average, but with 19 different 
castes, would appear to be a typical. 
In fact, Chandipur is typical of 
all-Hindu villages in an area where 
thcie are many Muslim cultivators 
most of whom claim membership 
in a single large caste group. 

It is clear in Tables 1 and 2 that 
the caste hierarchy of Chandipur, 
with 19 different castes placed in 
10 different ranks, is much more 


Table 1: Caate Stratification of 
Radhanagar Village* 


Rank 

Caste 

Per Cent 
of Total 



Population 

1 

Mahisya Brahman 

1.5 

2 

Mahisya Vaisnavs 

85.8 

3 

Fishing Kaibartta 

1.5 

4 

Washerman 

1.5 

5 

Muslim Weaver 

9.7 

Total 


100.0 


* The caste hierarchy presented in this 
Table is based on rating panel inter¬ 
views with twelve Radhanagar men- 
Technical details about the statisti¬ 
cal method employed in constructing 
this hierarchy arr not relevant to the 
present discussion. 


Table 2: Caste Stratification of 
Chandipur Village* 




Per Cent 

Rank 

Caste 

of Total 



Population 

1 

Landlord Brahman 

16.3 

n 

Funeral Brahman 

0.2 

3 

V aisnava 

2.8 

4 

Confectioner 

Garland-maker 

Herdsman 

Barber 

Potter 

28.5 

5 

Hindu Weaver 

7.8 

6 

Carpenter 

Goldsmith 

13.4 

7 

Merchant 

Jugi Weaver 
Oilp^esscr 

8.8 

8 

Rajbansi 

Chanda) 



Boatman 

8.3 

9 

Scavenger 

9.0 

10 

Leather-worker 

4.9 

Total 


100.0 


* Thii caste hierarchy is constructed 
in the same way as that shown in 
Table I; it is based, however, on 
interviews with twenty Chandipur 
tl men. 
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elaborate than the caste hierarchy 
of Radhanagar, with only 6 diffe¬ 
rent castes placed in 5 different 
ranks. Even if the six least numer¬ 
ous castes are removed from die 
Chandipur hierarchy — leaving Id 
castes which the average village in 
the area has — villagers distin¬ 
guish 9 ranks. In other words, 
caste hierarchies in the villages of 
the moribund zone of the delta are 
generally much more elaborate 
than caste hierarchies in active 
delta villages. 

Caste Ranking 

This statistical representation of 
caste ranking is somewhat abst¬ 
racted and departs a good deal 
from the study of actual social inter¬ 
action. The reason for using this 
method is that it makes it possible 
to segment the society, analytically 
at least, from top to bottom with¬ 
out forcing the investigator to 
introduce inconsistent or incommen¬ 
surable criteria of ranking. This 
method, so to speak, puts the bur¬ 
den on members of the society, 
who are free to mix their criteria 
as they are accustomed to in their 
ordinary thinking about caste. It 
would be a mistake, however, to 
leave the subject of caste ranking 
without giving at least an idea of 
the kinds of criteria Bengali 
peasants utilize in ranking castes. 

Perhaps the most commonly 
heard criterion of caste ranking is 
whether or not one may accept 
water from the hands of a 

member of the caste in 
question. A Brahman. for ex¬ 
ample. will ordinarily accept 

water from the castes which he 
serves as priest. Thus, in Radha- 
nagar the Mahisya Brahmans will 
accept water only from Mahisya 

cultivators and Vaisnavas, and 
deems all other castes to be inferior. 
The Brahman Landlord caste of 
Chandipur does not serve any other 
caste but will accept water from all 
castes down to the rank of Carpen¬ 
ter. The middle group of castes 
in both areas — just the Mahisya 
cultivator and Vaisnava castes in 
Radhanagar and everyone from the 
Vaisnava through the Hindu Wea¬ 
ver in Chandipur — will ordinarily 
accept water from one another, but 
not from any lower-ranking caste. 
In Radhanagar Cultivators and 
Vaisnavas eat in the houses of one 
another, and eat sitting side by side 
on ceremonial occasions. When a 
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member of one of the caste* of this 
group works as a daily labourer 
for another, he regularly receives 
his noon meal as partial payment 
for his labour. When a member 
of one of the lower group of castes 
— Washerman, Fisherman or Mus¬ 
lim Weaver — works as a daily 
labourer he also receives his meal, 
but when he has finished eating he 
must throw away the banana leaf 
on which he has eaten, and wash 
the spot on which he sat with a 
mixture of cowdung and water to 
purify it. Members of the middle 
group of castes in Chandipur claim 
that in former times they not only 
took water from one another, but 
ate together freely. In recent times 
they have apparently become jea¬ 
lous of their respective caste statuses 
and would only partake of a feast 
in the house of another middle 
casteman if it were cooked by a 
Brahman. There are two exceptions 
to this rule: almost everyone ex¬ 
cept a few Brahman families in 
Chandipur will buy and eat cooked 
milk preparations from the Con¬ 
fectioner and Herdsman castes. This 
accounts for their standing at the 
top of their rank. Among the lower 
groups of castes in both areas there 
is almost complete mutual exclu¬ 
sion, for to accept either water or 
food from the hands of a member 
of another low caste would be to 
acknowledge the inferiority of one’s 
own caste. Such behaviour might 
indeed be punished by one's fellow 
casteman or by the caste Brahman. 

Although rules of commensalitv 
do not serve to group the castes of 
Chandipur, there are certain con¬ 
cepts which are customarily applied 
in ranking castes. These concepts 
group castes and segregate the 
groups from one another in a 
ranked cyder. The nine upper 
artisan, trading and service castes, 
called in Bengali the Nabasakh. 
are ordinarily grouped together, 
and placed at the top of a group 
referred to as "Sudras”. The class 
of Sudra castes is ranked over a 
large group of castes which are said 
to.be “non-Aryan”. And within the 
non-Aryan group, a lower group of 
castes whose traditional occupations 
are said to involve himsa or vio¬ 
lence, is distinguished. With the 
exception of the Nabasakh, these 
concepts are not ordinarily employ¬ 
ed by the people of Radhanagar in 
ranking castes. In addition, there 
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are a great many short verses and 
folk sayings, mostly abusive in 
character, which are told by Chan¬ 
dipur people when they ere ques¬ 
tioned about caste. In the village 
of Radhanagar, by contrast, only 
two such expressions were found. 

Before turning from caste to 
other features of social structure 
it might help to retrace the steps 
linking environment to the system 
of caste ranking. The low-lying, 
marshy land of the active delta 
does not offer many suitable house 
sites and peasants most often con¬ 
struct their dwellings on the natu¬ 
ral levees alongside streams. As a 
consequence of this, houses are 
spread out from one another; two 
houses in the same village may be 
over a mile's walk from one ano¬ 
ther, and this walk will be a diffi¬ 
cult one when most of the country¬ 
side is submerged by the annual 
flood. The comparatively higher 
and drier land of the moribund 
delta permits settlement in much 
more compact areas, and the pea¬ 
sants seem to prefer the nucleated 
village form. Such villages are 
ordinarily much more populous 
than the dispersed or linear villages 
of the active delta. The caste com¬ 
position of the villages in the act¬ 
ive delta is almost always much 
simpler than in the villages of the 
moribund delta. This is accounted 
for by the fact that the active delta 
is a kind of frontier area which is 
populated at first only by members 
of a few large cultivating and fish¬ 
ing castes. Later, as an area be¬ 
comes settled, members of artisan, 
service and trading castes move in¬ 
to the area, or are brought in by 
wealthy individuals. The villages 
of the moribund delta, by contrast, 
have been settled for many centu¬ 
ries and have undergone a kind of 
ethnic diversification. It has been 
shown that one consequence of the 
difference between moribund and 
active delta villages is that the 
systems of caste ranking found in 
the former are ordinarily much 
more elaborate than are these sys¬ 
tems in the latter group of villages. 

(2) Economic System 
It was said previously that the 
active delta constitutes a kind of 
frontier area gradually inhabited by 
cultivators and fishermen who re¬ 
claim the soil from jungle and sali¬ 
nity. It is probably unnecessary to 
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observe that the chief motive lot 
the migration of men into these 
areas — as into any frontier — i» 
the economic opportunity, the 
chance to get some land for one's 
self. In a peasant society, where 
ties of family and kip are strong, 
the pull of economic opportunity 
must be strong if it is to take a man 
away from his ancestral village. 


The economic consequences of 
this migration are illustrated in 
some statistics "derived, by partial 
rcanalysis, from data collected in a 
1945 random sample of 77 villages 
in undivided Bengal. Analysis of 
data relating to villages now in 
West Bengal indicates the following 
significant facts: 

(i) The proportion of landless 
villagers was highest (63.0 
per cent) in the moribund 
delta. 


(ii) The proportion of landless 
villagers was lowest (30,8 
per cent) in the most active 
portion of the delta. 

(in) The proportion of families 
holding more than 5 acres 
of agricultural land was 
lowest (7.5 per cent) in the 
moribund delta. 

(iv) The proportion of families 
holding more than 5 acres 
of land was highest (12.5 
per cent) in the active 
delta, though population 
density is higher here than 
in the moribund delta. 8 

These, facts simply mean that, 
throughout the active delta, land 
was held by more persons and in 
comparatively smaller holdings, 
than in the moribund delta. Al¬ 
though there has been some effort 
at land Reform in West Bengal 
since these data were collected, 
landholding statistics from Radha- 
nagar and from Chandipur indicate 
that the dominant contrast between 
the areas has not changed. Compa¬ 
rative landholding statistics from 
Radhanagar and Chandipur high¬ 
light a number of facts: 

(i) In Chandipur the ten weal¬ 
thiest families own half the 
available land; that is, 
about 10 per cent of the 
population owns 50 per 
cent of the land. 

(ii) In Radhanagar, it is the 20 
wealthiest families — about 
30 per cent of the popula¬ 










tion who own SO per cent 
o i the land. 

(iii> Looked at in another way, 
in Chandipur, the lower 
90 per cent of the popula¬ 
tion owns about half the 
land. 

(iv) while in Radhanagar, the 
lower 90 per cent of the 
population owns about 
three-quarters of the land. 

it is important to note that there is 
much more land available in the 
moribund delta! area of Chandipur 
than in the active delta area of 
Radhanagar; that is to say, the 
population density in the active 
delta is probably twice as high as 
in the moribund delta. This makes 
even more significant the fact that: 

(v) While the average landhold¬ 
ing per family in Kadha- 
nagar is only 1.31 acres, 

tvi) the average in Chandipur 
is 4.47 acres per family. 

(vii) And despite this, families 
owning less than one acre 
of land constitute 40 per 
cent of the populations of 
both villages. 

These figures tell, in one way, the 
difference between the moribund 
and active deltas — they tell it 
from the perspective of a contem¬ 
porary peasant. Although they 
appear to describe a social-ecologi¬ 
cal difference between the two 
delta zones, it is only fair to say 
that a historical difference between 


the two> areas has also played a 
part in shaping them. This yuiper 
does not intend to treat specifically 
historical factors, but it is impor¬ 
tant to (mint out that Chandipur 
was the site of an indigo planta¬ 
tion. As a consequence of this, the 
government maintained rent-collect¬ 
ing rights on this village, rather 
than selling them to a zamindar. 
When the indigo market collapsed, 
it was possible for a few enterpris¬ 
ing families of Bhuminar Brah¬ 
mans to take possession of the 
bulk of land in the village, not 
as zamindara. but as tenants 
paying their taxes directly to 
the government. As a lesult of 
this, most of these Brahman fami¬ 
lies have escaped the brunt of 
zamindari abolition, though a 
number have been, affected 
by land ceilings. The zamindar 
of Radhanagar, who collected taxes 
albeit Rs 85 annually on the village 
in the name of a higher landlord, 
because he. was technically an in¬ 
termediary, was deprived of his 
position by zamindari abolition. 
Thus, there has been a differential 
effect of land legislation on Radha¬ 
nagar and Chandipur. tending 
toward less concentration of land 
in Jtadhanagar. Nonetheless, the 
figures from the 1945 sample survey 
quoted earlier indicate that the 
doming tendency before indepen¬ 
dence was also toward greater 
concentration of land in moribund 
delta villages. 


Table 3> Landholding in Radhanagar and Chandipur Village* 


Landholding 

Category 

(Acres) 

No of 
Families 

No of 
Person* 

Per Cent 
of Totgl 
Population 

Land- 

holding 

(Acres) 

Per Cent 
of Total 
Land 

20 or more 


KADHANAGAH 

VILLAGE 



10-20 

1 

33 

5.5 

17.29 

1L6 

8-10 

— 


— 

■ 


8-8 

. — 

— 

— 

— 

— 

4-6 - 

S 

63 

8.9 

23.73 

16.6 

2-4 

16 

121 

20.1 

46.11 

80.7 

1-2 

28 

143 

24.0 

38.83 

26.1 

Lose than 1 

60 

247 

41.6 

22.86 

15.0 

Totals 

108 

597 

100.0 

147.82 

100.0 

20 or more 

‘ 10 

CH ANDIPUR 

109 

VILLAGE f 

11.1 

357.25 

50.8 

10-20 

9 

63 

6.4 

120.64 

16.9 

8-10 , 

5 

32 

3.3 

42.40 

6.9 

8-8 

6 

46 

4.6 

42.11 

5.9 

4-6 

12 

74 

7.6 

55.66 

7.8 

2-4 \ 

r 10 

66 

8.7 

29.73 

3.8 

1-2 

34 

206 

20.9 

47.79 

8.7 

Less than 1 

73 

387 

39.4 

18.03 

2.7 

Totals 

169 

980 

100.0 

710.03 

100.0 
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Political Or|taiuillora 

The preceding section of this 
paper attempted to establish a con¬ 
nection between the patterns of 
landholding and tfa4 natural envi¬ 
ronments of Radhanagar and Chan- 
dipur villages. The present section 
will try to connect the contrasts in 
landholding with a contrast in 
forms of political organisation. 

When there is a dispute, paro¬ 
chial litigation or public decision 
to be taken in Radhanagar, it is 
customary td inform the .village 
headman first. The headman fixes 
a time for the discussion of the 
affair and determines in what pub¬ 
lic place it will be held. If the 
affair is a matter of widespread 
concern, the village crier will be 
despatched to take the news to 
every house. No discussion or dis¬ 
pute ever brings out the entire 
village, hut eight or ten prominent 
men are sure to attend every meet¬ 
ing because no decision can be 
taken without them. 

The public affairs of Chandipur 
village contrast sharply with this. 
Except where members of a village 
caste group manage to keep a dis¬ 
pute internal to the group, all mat¬ 
ters go immediately to the village 
headman and are usually dealt 
with by him summarily. He decidea 
who is guilty of grazing his cattle 
in whose sugar cane and who are 
guilty of adultery. He administers 
beatings and he collects fines. 
Others may come to watch and in¬ 
fluential men may even express 
opinions, but it is the headman who 
makes the decisions. 

The headman of Radhanagar is, 
expectably, a member of the domi¬ 
nant Mahisya cultivating caste. He 
owns about 5 acres of land, which 
means that he is the head of one 
of the five wealthiest families in 
the village, but he holds his posi¬ 
tion principally because it is here¬ 
ditary in his family. The headman 
of Chandipur, a member of the 
Landlord Brahman caste, owns 
about 117 acres of land — more 
than three times as much as any 
other family in the village. He 
holds his position by virtue of the 
fact that he is the richest man in 
the village, and if he were suddenly 
to lose his wealth, another member 
of his caste group would quickly 
and happily rise to the fore. 

The contrast between the active 


delta villages and the familiar pat¬ 
tern of domination by wealthy non¬ 
cultivating groups was noted by 
Sir John Phear who described the 
village headman as “the mouth¬ 
piece and representative of the 
ryots [or cultivators] of the village 
in all matters between them and 
the Zamindar or his officers”. He 
was often himself a cultivator, was 
not necessarily wealthy, and held his 
position hereditarily. “The mandal 
for headman] and a few of the 
elder men constitute the panchayat, 
by whom most of the ordinary dis¬ 
putes and quarrels are adjusted”. 7 
Sir W W Hunter, writing some¬ 
what later, noticed that the head¬ 
man, while being deprived of his 
authority hy the zamindars and the 
courts, still held an influential posi¬ 
tion in the community. “His func¬ 
tions,” Hunter wrote, “are those 
of an arbitrator and general advi¬ 
ser; and the office is to a remark¬ 
able extent in the Bengal delta 
hereditary in low caste families”. 8 

It is not difficult to make the 
connection between the unusual 
pattern of village leadership and 
the kind of “frontier democracy” 
we have already seen in the pat¬ 
tern of wealth distribution. It is 
interesting to explore the implica¬ 
tions of this “democracy” for con¬ 
temporary and future village politi¬ 
cal institutions. 

It is fairly established that poli¬ 
tics in Indian villages is generally 
a phenomenon of factions, and so 
it is in both Radhanagar and Chan¬ 
dipur. In both villages the most 
powerful and influential faction is 
that led by the village headman. A 
faction-leader organizes his group 
on the basis of several kinds of ties 
— most notably economic depend¬ 
ence, kinship and caste. The 
Chandipur headman obviously has 
many more families who depend 
upon him for their livelihood, than 
does the Radhanagar headman. In 
addition, the Chandipur headman 
lends money on a scale unimagin¬ 
able in Radhanagar. Caste ties do 
not count for much in Radhanagar 
where three-fourths of all the 
villagers are members of a single 
caste. In Chandipur, however, 
caste counts for a great deal. The 
three factions in Chandipur are led 
by Brahmans, and two are based 
upon kin groups within the Land¬ 
lord Brahman caste in the village. 
In Radhanagar there are no less 



kk T ..< ___ 


than seven active and important 
factions. This is largely a wflec* 
tion of the differences in the dis¬ 
tribution of wealth in the two com* 
munities. 

In both villages there have been 
elections to determine membership 
in village and area ponchayats , or 
councils. In Radhanagar the elec¬ 
tion was hard fought and involved 
Congress and Communist Party 
backing for various factional can¬ 
didates. In Chandipur a meeting 
was held in the Brahman locality 
and the village headman virtually 
selected a slate of candidates to 
be elected by acclamation. Only 
a few members of castes other then 
the Brahmans spoke during this 
meeting, and the slate was ulti¬ 
mately accepted by the village, 
though a few influential non-Brah- 
mans attempted to object to the 
procedure. 

Perhaps it is not necessary to ex¬ 
tend the contrasts between Radha¬ 
nagar and Chandipur further in 
order to show how villages in the 
moribund delta and those in the 
active delta arc different from one 
another. In conclusion, then, are 
a few ppints summarising what has 
been said here. 

Summary 

This paper has attempted to apply 
the method of ecology — the study 
of the relation between organism 
and environment — to two peasant 
communities in Bengal. By com¬ 
paring villages in which techno¬ 
logy, economy and culture are 
generally similar, but between 
which there are differences of en¬ 
vironment, it was attempted to find 
differences of social structure. An 
effort was made to discover preci¬ 
sely how differences between social 
structures and environments were 
connected with one another. 

Two characteristic ways in which 
Bengali peasants deal with the mar¬ 
shy. active delta environment were 
explored as significant steps inter¬ 
vening between environment and 
social structure. The active delta 
lacks much land suitable for house 
sites and as a consequence, active 
delta villages are ordinarily 
dispersed, linear or chain-link in 
layout, with houses quite distant 
from one another. Land in the 
moribund delta is generally high 
and dry, and moribund delta vill¬ 
ages are usually nucleated and 

1195 


--yflEEClAL NUMBER JVt.T 1*8 

‘ compact. Secondly, the active 
delta areas are inhabited in a gra¬ 
dual, frontier pattern. Men g«- 
seeking land and, if they are poor, 
may eventually move to their new 
land, taking their families and 
household*. Such migration is 
characteristii of only the members 
of a few large cultivating and 
fishing castes. 

As a rnNseipirnc e of these fart), 
active delta villages are smaller 
and, in caste composition, simpler 
than moribund delta villages. Be¬ 
cause of theii settlement patterns 
and Hooding, social interaction of 
all kinds - including inter-caste 
relations is much less frequent 
in the active than in the moribund 
delta villages, Thus, the system of 
caste-ranking in the moribund delta 
village of Chandipur was found to 
be more elaborate than was caste- 
ranking in the jp-live delta village 
of Radhannpar. 

Because of the pattern of evolu¬ 
tion of active delta villages, it waa 
found that land concentration in the 
moribund delta is much more pro¬ 
nounced than in the active delta. 
In Badhanugar tile lower 90 per 
cent of the population owns 75 per 
cent of the available land; in 
Chandipur the lower 90 per cent 
owns only 50 per cent of the land. 
As a result of this lower degree of 
concentration, political power jn 
Radhanagar was found also to be 
considerably more dispersed than in 
Chandipur, 
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The Puerto Rican in New York 


A Case-Study of Psycho-sociological Alienation 


Profesvor Bert F HowliU write* i 


J A Torres-Zayms 


This study of a simple Puerto Rican woman, tehc like several hundred thousands has migrated in the 
last few years from a village on the island of Puerto Rico to a large city in the United States, would naturally 
interest mainly Americans and Puerto Ricans. But in some ways, it should be also useful to anyone who is 
familiar with migration of very poor, traditionally oriented peasants from their villagei^to industrial cities. 
Migrations of this kind take place in many countries, in India, in Latin America, Africa and the Middle East. 
The specific conditions of life in the villages and the urban areas to which migrants go vary a good deal, but 
some of the general characteristics are similar. 

Here we have the case of peasants who come from extremely poor, highly traditionally oriented, often 
relatively isolated villages, in which educational levels are low, in which skills in work other than agricultural 
work are practically absent, and in which inter-relations between villagers are crude and little refined. They 
migrate to New York or Chicago, to Los Angeles or Detroit where not only average income levels are vastly 
higher but conditions of work differ profoundly from those in the village where the migrants were born and 
grew up in their early youth. 

Puerto Rican peasants who migrate to the large U S cities have little contact with English-speaking 
Americans and they continue to associate mainly with other Puerto Ricans who speak a special dialect of 
Spanish. But in consumption patterns, income aspiration, and even many general habits of living, they adopt prac¬ 
tices characteristic of the persons who were born and grew up in the large American cities. Once they have 
lived in an American city for a number of years, they undergo such important cultural and social change, 
or alterations in aspirations and intentions , that they become alienated from their, own island on which they 
were born and yet are not able to integrate fully and in all patterns of life and social interaction With those 
people with whom they> work or whom they meet daily in public transports, restaurants, film theatres or other 
public places. We have here a population which has lost its roots and yet not really gained new ones, 
though it would be most difficult for those men and women to return to their native island and take up a re¬ 
latively satisfied life there again. 

Their children may grow up to be more or less characteristic Americans, they will go to schools in 
which English is spoken and the customary United States educational processes are applied. But the parents 
form a social group which stands between two cultures and which is alienated from both of them. In this 
sense this study is of general interest and significance, even though it deals with a special situation in the 
United Stales which in a few decades may come to an end. For though it would be difficult to encounter 
equal or even similar situations in Asia, Africa or Latin America, some of the basic characteristics of the 
migration process, the process of alienation derived from it, and the imposition of various forms of social and 
cultural change, may be encountered in all situations in which rural peasants of very low income migrate to 
larger cities and finally decide, after a few years, to remain there for the rest of their lives. 


JN this paper 1 will focus on a 
short interview 1 had with a 
woman-emigrant while working as 
Senior Researcher in a community 
project * sponsored by the Social 
Science Programme of the Puerto 
Rico Department of Health together 
with the Social Science Research 
Centre of the University of Puerto 
Rico. 

This research took place in the 
community of Hato in the munici- 

* This project, Family Life of Work¬ 
ing Mother!, wai possible due to a 
grant generously made by the Rus¬ 
sell Sage Foundation of New York 
City. For further reference tee the 
original proposal sent by H R Stan- 
ton and approved by The National 
Institute of Mental Health. (Paper 
WM1, Doc SSP Rl). 


pal territory of San Lorenzo, a 
small town nearly in the centre of 
the Island of Puerto Rico. Hato is 
a totally agricultural, ecologically 
closed, lower class, hill-top commit? 
nity. There are about 250 house¬ 
holds widely dispersed in an area 
of approximately two thousand ac¬ 
res. Their economic condition is one 
of poverty, with an average income 
per family of $ 24.00 a week. They 
earn this as wage earners in differ¬ 
ent non-skilled jobs and seasonal 
work as sugar cane cutters in the 
fields. Very few women work out¬ 
side the community. Almost the 
whole population is illiterate, hav¬ 
ing gone to school, on the average, 
only up to the second grade. Their 
human fertility is extremely high 
ranging from six to twenty children 


per family and with a mean average 
of nearly eleven. 

The hygienic conditions are very 
poor as revealed by their lack of 
running water and a high incidence 
of diseases. They are practising 
Catholics; the only chapel in the 
place is a Catholic one ruled by an 
American priest whose influence is 
all-pervasive throughout the com¬ 
munity — politics included. Emig¬ 
ration is the open door to escape 
from the place. It has come to l>e 
a ritual of behaviour that when 
male adolescents turn eighteen they 
will immediately go to the Depart- 
ment of Labour and sign an appli¬ 
cation as prospective agricultural 
emigrants coming to the “Ameri¬ 
cas”. The major effluence heads to- 
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ward New York, New Jersey, Con* 
qecticut and Chicago. 

Goya, la the " Cafetin ” 

I met this woman emigrant Goya 
in die cafetin (a small hut-like 
store) of the community where some 
of the residents were joined together 
chatting with -each other while 
drinking beer, straight rum from a 
paper cup, or gambling illegally with 
dice. Goya had come to the cafetin 
just to say hello to the people 
around the place. It was no surprise 
to find that she was a relative of 
the owner of the store because in 
this community almost everyone is 
related, be it by direct family ne¬ 
xus or by very close social bonds 
like the compadrazgo pattern. Even 
the children who were rambling 
around the place knew who she was: 
“That is Goya, the daughter of 
Anacleto, who came from the north 
on vacation”. 

Goya is a rather corpulent, dark- 
complexioned woman in her early 
thirties. In some instances she port¬ 
rays somewhat masculine traits such 
as the way she was standing in front 
of the counter asking for a beer, or 
holding a cigarette while launching 
a deep puff of smoke in the air. She 
was dressed in a black satin evening 
dress cut very low, exposing her neck 
and shoulders, embroidered in seq¬ 
uins. High-heel patent leather shoes 
and matching purse complemented 
her outfit. Her figure in this wearing 
apparel made a tremendous contrast 
with the barefoot persons in filthy 
worn-out field work clothes gather¬ 
ed in this wooden shack which serves 
both as store and meeting place. 

Interview 

Being the centre of attention she 
was apparently very satisfied and 
feeling very superior and dignified 
in front of her former peasant nei¬ 
ghbours. Such was the general at¬ 
mosphere when Goya asked who the 
researcher was. The researcher was 
introduced to her, by one of the 
elders in the place, as “a man who 
is making a study for the Univer 
«ity”. 

The following is part of the short 
interview-like conversation 1 I had 
with Goya that evening after esta¬ 
blishing due rapport. (The words 
were taken verbatim by the junior 
assistant) 

.Int: Have you been in the United 

Statei very long? 


Goya: Now it will be twelve yean I 
have been in New York. 1 
was still a young girl when I 
left Hato. 1 don’t really like 
it here. 

Int: But, you were bom here, weren’t 

you? 

Goya: Oh, yet! I was bom and rais¬ 
ed in thit place. My parents 
are still living in the same 
houie. It is the fine bouse at 
the left when you take the 
camino real. Probably you have 
met Anacleto Oquendo, he is 
my father. He is very old, but 
still working. They have too 
many children. I think about 
them very much. I would like 
to- help them, but it is h<?pe- 
less. - 

int: Why? 

Goya: They will not move from here 
and they are too odd to work 
in any other place. 

Int: Why do you say that they will 

not move from here? 

Goya: They do not think. They be¬ 
lieve one can live a whole life 
enclosed in four walls, working 
like a mule and eating vtarufeu 
(starchy roots). They don't 
even think of going to the 
town of San Lorenzo even to 
take fresh air. I was not bom 
to that. 

Int: Goya, did you go to school? 

Goya: I only started. I went to school 
up to the third grade, but it 
was of no use. What I know 
I learned frosn life. While in 
school I could not put my 
mind to anything. My father 
wanted me to continue, but I 
did not like it. That is not my 
stuff. I wanted to work and be 
on my own. 

Int: When did you start to work? 

Goya: A week after I was in the 
Bronx. There you have enough 
work for everybody. You start 
in the first thing you find and 
if you don't like it, you just 
quit! . . . and find another 
job. I worked in several facto¬ 
ries and did not like it: there 
are many bad persons in those 
places. They try to abuse the 
Puerto Ricans and think that 
one is going to shut up like 
a dead fly. The same thing 
happened to my husband. 

lilt: I did not know that you are 

married. Is your husband with 
you? 

Goya: Yes, we got. married before he 
left to find a job in New York. 

Int: Is he a Puerto Rican, too? 

Goya: He was bom here in Hato. 

' We knew each other since we 
were small. When he started 
courting me, my parents did 
not want him so they were all 
the time after me to avoid 
me seeing him. I could not 
even move, so we eloped. 
Immediately after, he Isft for 


' New York and sometime fitter 
be sent for me. 

Int: Is your “husband” with you?’ 

Goya: No, he could not come be¬ 
cause he takes his vacations in 
December. As I had vacations 
now, he insisted on my coming 
to see the family. He did not 
want me to remain alone in 
our apartment doing nothing 
for two weeks. So I decided 
to come, but already I am feel¬ 
ing like going back tn New 
York. 

Int: How many times have you 

been here on vacations? 

Goya: This is my third time, but the 
same thing always happens. 1 
believe I will not come again 
any more. 

Int: Why? 

Goya: After being here a time I feel 
very sorry about my family 
living in such a disaster as they 
are. I keep thinking about 
their misery and their letters 
asking for money and all that, 
you know. Many a time when 
Pedro comes home from hit 
work he finds me lying on the 
bed crying desperately and 
thinking about all that. When 
I feel that way I wish 1 had 

wings and could fly! 

Int: If you feel that way, why don’t 

you come back and establish 

yourself here? 

Goya: It’s useless. Look at me now 
. . . I carrie only yesterday 

and I am up to my nose with 
everything here. I can’t stand 
this place. My own family are 
living like pigs! Everything is 
a fight. This very afternoon, I 
sent one of my brothers to buy 
me cigarettes and there was the 
old man making a face a yard 
long! Not to say anything about 
a beer! They are all good- 
hearted persons, but for them 
everything is vice and things of 
the devil. I think that religion 
makes them crazy. 

Int: Could you find a job here in 

the town or in the metropoli¬ 
tan area, in San Juan? 

Goya: It’s useless. Doing what? Me, 
dish washer? To have a good 
job here you need a diploma. 
And how much can you earn? 
$ 15 or $ 20 a week? Oh, no! 
It’s useless. I prefer working 
in the States ... it is true that 
you give your life in your work, 
but at the end of the week 
you find $ 30 or $ 60 in your 
purse. It is very different . . . 
you can buy things. 

Int. Things like what, for example’ 

Goya: Well, everything you need, you 
know. I would never have a 
dress like this one, for example, 
working here . . . 

Int: What did you say your husband 

does for a living? 
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Goya: Oh, Pedro! Ho work* him- 
taurant a* a**iatant waiter. He 
is doing fine. He sometime* 
pile* up to a hundred or a hun¬ 
dred and ten dollar* a week 
with the tip*! 

Ini: Ian’t that enough for you both? 

Goya: Oh, well, you know how it i* 
... the more you have, the 
more you need. And we have 
several bills to pay each month 
like the car, the new TV, etc. 
We are paying now $ 87.00 ju*t 
for the car! 

lnt: Have you had any children in 

your marriage? 

Goya: No, we cannot afford that. We 
use contraceptives. If I became 
pregnant it would be a disaster 
because I would have to quit 
work. Who would take care of 
them? 

Analysis of the Case 

Since this was not a psychological 
or intensive interview we do not 
have Goya’s personal history-case at 
hand. However, I believe we can 
assume that her socialisation was 
not significantly different from the 
standard pattern we had the oppor¬ 
tunity to study in this community. 
Of course, any particular occurrence 
in Goya’s life may be of help to ex¬ 
plain her psychological make-up 
but, at the present, I will only use 
her case as a protocol. 

Goya’s parents were married af¬ 
ter they had eloped. Eloping is the 
most usual and common way in 
Hato for a couple to get ‘‘married 
Nevertheless, there is a strong nega¬ 
tive social sanction imposed by the 
community on the couple who elope 
if they do not “sanctify” their union 
afterward. After the Catholic wedd¬ 
ing ritual takes place, their eloping 
is either forgotten or recalled only 
as a joke. 

The method of eloping is func¬ 
tional in this community in three 
aspects : (1) the sexual virginity of 
the girl is lost and it cannot be re¬ 
versed either biologically or socially, 
(2) it is effective in forming the 
union without the parents’ consent, 
and (3) it avoids the expenses asso¬ 
ciated with formal rituals, especial¬ 
ly in the traditional social reception. 

I have begun at this point because 
I believe that eloping is a crucial 
moment in the socialisation process 
in this rural community. It is both 
a result and a cause of much of the 
social order prevalent in Hato. I 
will try to explain it in the progress 
of this paper. 


Role* of Husband and Wife 

Upon learning that Goya's patents 
eloped in order to get married, we 
can infer that — given the social 
context — they were probably very 
poor or not willing to afford the 
expenses that go with formal wed¬ 
ding rituals, and that the girl’s pa¬ 
rents either were unaware of the 
relation or were actively opposed to 
it. In spite of the limited expansion 
of the ecological distribution and 
the closed hereditary and social re¬ 
lations in this community, it is very 
probable that the eloping couple 
have not had a reasonable opportu¬ 
nity to meet and know each other." 
This assertion is reinforced by the 
traditional ways of socialising the 
children, as we will see below. 

First, I will give the roles ol 
husband and wile as revealed by 
the self-image they clearly defined 
in the intensive structured inter¬ 
views. The husband is the strong 
dominant male, economic provider, 
only decision-maker, disciplinarian, 
absolute leader and free to do his 
own will. He is owner, virtually, of 
all life and property, including the 
wife, in the household. The wile is 
just the opposite : she is submissive, 
silent follower, weak and dependent, 
who must at all times take care of 
the household having ready all that 
the husband or offspring could need 
or ask for. Primordial to these 
functions is her obligation to repro¬ 
duce and serve her man as a sexual 
object. 

As can be logically expected this 
double standard is reflected in the 
attitudes, ideas, values, etc, that are 
instilled in the child in the process 
of its socialisation. The dominant 
features in this differential process 
can be summarised by their saying 
that “the girl belongs to the house’’ 
and “the boy belonp to the street”. 
For the girl, it comes to mean what 
J M Stycos called a “cloistering 
pattern” in their socialisation. She 
is expected to learn and do all the 
housework very early in her life, 
remain in the house all the time 
and not to came in contact with 
male adolescents. Their sexual vir¬ 
ginity is highly valued and, for that 
purpose — presumably as a defence 
—absolute ignorance and detachment 
from sexual matters or conversa¬ 
tions is imposed. Sex segregation is 
thus practised. j. 


The hoy, on the contrary, is ex¬ 
pected to be a machito getting 
rough and strong in the outdoors. 
The sooner he “cleans up his chest” 
in sexual practice the more machito 
he is considered. Part of his role, 
though, is to be a guardian end pro¬ 
tector of his sisters. One of the out¬ 
comes of the male socialisation, al¬ 
though to a certain extent and in 
less degree it is also true of the 
females, is that the boys rarely, if 
ever, come in close contact with 
the elders in the community. With 
the exception of the first infant 
phase — approximately up to the 
fourteenth month — when the child 
is fed, carried, and taken care of, 
no other overt expressions of love 
are used. This is more significantly 
evident in the case of the male 
children. (The individuation pro¬ 
cess practically begins when the 
child starts walking without mater¬ 
nal help.) 

The Socio-Psychological Selling 

Goya was the second of eleven 
children born to this family. As the 
first child was a boy, Goya is the 
eldest daughter — a position which 
is clearly defined in terms of func¬ 
tions in the family pattern of this 
community. By the time Goya was 
about a year old, the third child 
arrived in this family. At the same 
time, Goya was literally put to one 
side and began being trained to 
take care of the other siblings to 
come. Already at eight or nine 
years Goya is expected to take 
charge, as a substitute of her mother, 
of all the housework and responsi¬ 
bilities. She becomes an all around 
assistant to her mother and takes 
charge when the mother is out, he 
it handwashing in the near-by stream 
or giving birth to a child at the 
municipal hospital in the nearest 
town. This also applies when the 
mother is sick, which is very often. 
The only escape from this routmc 
is going to church. She. may join 
the neighbour’s girls and assist at 
the religious services offered in the 
chapel once a week. 

Goya’s father is scarcely seen in 
the house until late in the evening- 
He usually wakes up early in the 
morning, feeds some animals around 
the house and leaves for work. 
Lunch will be sent to him with one 
of the boys of the house. The “old 
man” will be out of work around 
five in the evening and go to have 

1201 



ST" ' 


rRf: ECONOMIC **#*¥* 



goodAear brings you 

the best in INDUSTRIAL PRODUCTS 


If you are looking for an easy way to solve production problems, let Goodyear 
Industrial Products come to your aid. They have quality, durability and ensure 
a trouble-free life. Goodyear brings you after-sales service for any breakdowns. 

Goodyear Conveyor Belts are at work in the largest of steel plants and mining 
operations, in cargo handling and cement factories. Goodyear Transmission and 
V-Belts have a low stretch factor and a long flex life. Goodyear Hoses are 
manufactured to rigid specifications and are produced to meet many varied 
operations. Durable and long-lasting they bring economy to your operation 
costs. To bring you more industrial products, to give you still better quality, is 
Goodyear's constant endeavour. 










GOODYEAR 

THE GREATEST NAME IN RUBBER 


JWTG 4978 A 


/ 


j 


. • /•* 


i 


r i 


some beer or nun with hh eompad- 
rcs. When, he arrives at the house, 
(hunk or nearly drank, his viandas 
most he ready to serve. At this time 
he is usually irritable and easily 
angered. If the children are still 
up, they must be hidden from him. 
The mother becomes a mediator to 
avoid any dash between them. In 
this situation the eldest daughter— 
Goya, in our case — identifies her¬ 
self with the mother and the mother’s 
role and defends the children in a 
cover-up way. At the same time, we 
found in this study, she forms a 
psychological coalition with her 
mother against the father *. 


It looks, once more, as if the ene¬ 
my — “the other” — is necessary 
to reinforce the cohesiveness of the 
“we” feeling. Goya’s world is deli¬ 
mited by the extended generalised 
“we” of the community and speci¬ 
fically by the “we” feeling of her 
mother and siblings. This is the 
socio-psychological setting for the 
development of Goya’s self. 


In this community the girl comes 
of age with her first menstrual cycle. 
Now, more than before, she is look¬ 
ed after and protected, especially by 
her father, in order to avoid any 
kind of meeting with the young 
males in the barrio. Sometimes the 
father would even go with her to 
church to make sure that she does 
not talk with any strangera. 


Elopement and Marriage 

Eloping, again, is the preferred 
solution. At this point a question is 
pertinent. Why does Goya want to 
get married ? We can take for 
granted, of course, that she would 
like to give expression to the full 
potentiality that she has biologically 
developed. But there is more. She 
leads a miserable life of work, sac¬ 
rifice, economic deprivation, frust¬ 
rations and prohibitions which 
causes her to reject the whole social 
situation and flee anxiously, looking 
for “freedom”. One of the precipi¬ 
tating factors : she now comes to 
realise that she hates her father. 
(This feeling hardly, if ever, be¬ 
comes conscious because one of the 
prevalent social as well as religious 
mandates orders to “honor father 
and mother" and that they are se¬ 
cond only to God.) The emotional 
forces that push her out of the house 
are so powerful that in some cases 



a girl may elope with a ms in* 
mediately after her first conversation 
with him. 


So, Goya says, “I could not even 
move, so we eloped". From here on 
her story is a different one. The 
typical girl in this community would 
go with her lover to a small shack 
on her lover’s parents’ farm letting 
no one see her for about ten days 
until her “shame is over”; After 
that, the lover will take her to her 
parents’ house, will ask them to for¬ 
give her and give his promise that 
he will marry her by the church. 
This, he will do some time afte.r, 
probably to have the right to bap¬ 
tize their first child who would 
arrive nine months after their elope¬ 
ment. They will surely stay living 
in the community, and other things 
not being considered, will probably 
reproduce the established patterns of 
behaviour and will provide conti¬ 
nuity to the social order and struc¬ 
ture of the community. 

“You Jiut Quit”! 

“Immediately he left for New 
York and sometime later he sent for 
me", says Goya. With this very first 
action, they were “breaking the 
rules”. Probably she stayed alone 
in a shack with the expected ostra¬ 
cism or she went to her lover’s 
mother to help her in the house¬ 
work. In neither case would her 
father go after her or take her back. 
(He would do so only in the case 
of her being seduced by an outsider 
— a “pearl", that is, a man not 
resident in the community.) From 
now on and for a good time the 
father would say about her that she 
was “no good” and that she always 
was “weak to hear the devil’s temp- 
tations”. She is considered an 
outcast. 

One of the first things that Goya 
recalls of her first jobs in New York 
is that they represented a literal 
transposition of her experience with 
her family. “When you find a job. 
you try it, and if vou don’t like it. 
you just quit!” There is in this 
phrase an ego reinforcement in the 
intent of accentuating a feeline of 
independence and freedom. After 
all, it was the first opportunity she 
faced where there was more than 
one alternative available. 

While talkihg about the condi¬ 
tions of work in the factories in 


SHEOAL WKUX 'WY !«8 

Now York she says, “there am many 
had persons in those places — they 
try to abuse the Puerto Ricans and 
think that one is going to shut up 
like a dead fly”. In terms of a social 
value-system the words above are 
the voice of a rebel; it is just like 
saying ; I quit my family and the 
community where I was born and 
raised because women there must be 
submissive and silent martyrs taking 
whatever comes to them. 

What Is She Running Frau? 

She is at the same time, symboli¬ 
cally representing her mother by a 
“dead fly”. This phrase is very sug¬ 
gestive at various levels. In common 
usage it is used in Spanish to make a 
reference to a spiritless person, but 
when a house-fly is described it i» 
usually done in terms of the most 
repulsive, nauseating and filthy in¬ 
sect. In Hato, where Goya comes 
from, house-flies are considered 
especially nauseating because they 
are ever present flying about the 
open latrines which are frequently 
close to the kitchens. And in Goya’s 
mental reference, who could be the 
one who keeps silent at all times ? 
Obviously, her own Mother®; and, 
if generalised, women in Hato, And 
who makes them remain “shut up 
like a dead fly" ? Obviously, the 
man in the house, the father. "There 
are many bad persons in those pla¬ 
ces” is the same as saying there are 
many men as bad as my father in 
those places. In “those places” the 
integrated whole of her personality 
(her self) is continually endangered 
and at stake. She is still fighting 
the nuclear conflict of intimacy and 
isolation * and is not yet able to 
face the fear of ego loss in situations 
that call for self-abandon. The solu¬ 
tion at hand is always the urns, 
“just quit”! What is she running 
from ? 

This is partially answered in the 
interview when Goya says ”... he 
finds me lying on the bed crying 
desperately and thinking about all 
that. (She refers to the conditions 
of ‘misery’ of her family in Hato.V 
When 1 feel that wav I wish I had 
wings and could flv”. First of all. 
her mechanism of lying in a hed 
crying all by herself is quite symp¬ 
tomatic of an acute neurosis It is 
an escape mechanism of defence 
brought up, in this case, to virtually 
Wipe away her guilt feeling* and tc- 
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,;' mom lor abandoning her family 

v and not helping them out of their 

> “minery”. Note that thin guilt feel¬ 
ing boil* up when *he receives 
“Irtten asking for money*'. These 
letter* enervate in her all her new 
poeudopersonality by pointing out 
to Iter where the belongs, where her 
roots are in a socio-psychological 
setting. Hut, at the tame time, they 
stimulate hei antagonism anil rebel¬ 
liousness toward the figures and 
conditions of her socialisation. She 
subconsciously tries to solve (he con¬ 
flict by tbis mechanism of defence. 
Another most important function of 
this mechanism is that while she it 
crying aloud site repudiates the fact 
of being alone. Again, the solution 
looked for is withdrawal she can¬ 
not soundly face reality- -She does 
not say that she would like to have 
money and buy an airplane ticket 
and go to the Island. She would 
like to have wings and Hy. I Is there 
here a subconscious allusion to the 
dead fly ? Ha*, wings, hut cannot 
fly !) I think that at this point it 
is rather obvious -- if the analysis 
is correct — that Goya is trying to 
fly, to escape, from her own self. 
Anxiety i* the predominant feature 
of her neurosis, 

In her process of individuation 
she constantly tried | 0 cut off her 
primary ties, hut she succeeded only 
partially. She is still running from 
the male figure of her authoritarian 
father. She killed symbolically the 
figure of the mother with all the ad 
joining values and characteristics. 
She openly rejected and broke the 
mores of the community; first, by 
not getting married after eloping 
and second, bv her new conduct and 
behaviour in her dressing, drinking, 
smoking, etc. One of the fundamen¬ 
tal ideological stands i (l this com¬ 
munity is religion. Nevertheless, she 
thinks that religion make-* them 
crazy”. 

Negation of the Self 

That is to say. in her quest for 
freedom and independence she pre¬ 
tended to destroy ail her feelings of 
identity, all her socio-cultural roots. 
But she found nothing to replace 
them. From here derives her state 
of mind where she finds herself 
alone and the social order is remote 
and incomprehensible. 

Goya tried to replace her world 
of security and reassurance in her 


autochthonous community by a job 
in a factory “in the States". Al¬ 
though she says she prefers this, 
she says that “ it is true that 
you five your life in your work 
hut at the end of the week you find 
J 50 or I 60 in your purse”. Note 
that this declaration i« characteris¬ 
tic of the process of self-alienation. 
She is giving her life , again an ex¬ 
pression of withdrawal from her 
self. For what ? To go bark to Hato 
wearing an impressive, completely 
out-of-place garment with which she 
wants to say: I am different from 
all of you, I don't like it here, I 
am not from here. Then she returns 
to New York to work and to “re¬ 
main alone in our apartment doing 
nothing”. 

AH these withdrawals and despe¬ 
rate running away brought her to 
a condition of theoretically “selling” 
her life in order to have j 50 or 
$ 60 in a purse “to buy things”. She 
lost her identity, her security, her 
group of belonging, etc. in order 
lo buy things. That is. psyeho-analvti- 
cally. in order to hold on. She ha* 
not come to terms with her anal- 
muscular maturation, to use F.rik- 
son’s phraseology, and has turned 
their hostile implications against 
her self. According to Krikson. the 
unresolved condition of this nuclear 
conflict might he the source of a 
compulsion neurosis. 

Half-war between Hato and New York 

Gova <is not a typical emigrant. 
My own observations of the Puerto 
Rican emigrants in New York or 
Chicago do not correspond to Go¬ 
ya's reported behaviour. The typical 
emigrants, in the first plane, would 
have gone to live in a community¬ 
like neighbourhood where they 
would be surrounded bv emigrants 
coming, like them, from Puerto Rico 
or, probably, front the same town. 
There would always be a person at 
hand with whom to share even 
tears. Another nattern commonly 
observed in the Puerto Rican “co¬ 
lony” of emigrants is that some time 
after their being settled, tbev will 
send for other members of their 
family — usually the next brother 
or sister. 

At any rate, there is good reason 
to believe that Goya's argument for 
using contraceptives is a flagrant 
rationalisation of her inner feelings. 

It would "be a disaster", she says. 


if »be would become pregnant. (She 
uses the same word, “disaster”, when 
describing he? family’s misery in 
Hato.) What is the real content of 
this “disaster” to her? She would 
have to face the crude and natural 
reality that she is a woman, and 
as such, biologically created to pro¬ 
create. The sex-status definition and 
expectancies of her community are 
also violated. Her use of contracep¬ 
tives is her ultimate negation of the 
self. 

This then, is her present condi¬ 
tion. Life has no meaning or pur¬ 
pose for her, except “giving it” at 
work. She experiences herself as an 
alien. She has become, one might 
say. estranged from herself. She 
finds herself seized and caught half 
way between Hato and New York. 
Each place represents conflict. In 
between there is an ocean. She is 
alienated from her culture, her 
community, her family and wonst of 
all. front her self. That is her con¬ 
dition of moral aloneness. 

Notes 

1 The interview was conducted in Spa 
nish; translation is mine. 

1 They were never legally married. Al¬ 
though marriage in Puerto Riro is 
ruled basically by the same legal re¬ 
quisites and procedures as in the 
mainland, legal marriage, if ndt ac¬ 
companied by the Catholic ritual, is 
not socially validated in this com¬ 
munity. 

3 When a person in this community 
says that hr "knows’’ some othe.r 
person, he may only and simply mean 
that he knows to what family tfie 
other pe.rson belongs or where he 
lives. When Goya says that she and 
Pedro "knew each other since we 
were small”, it does not mean that 
they used to play or go places, or do 
things together. 

1 The silent hostility and aggression of 
the wives toward their husbands in 
this community was obviously clear in 
the answer given to one of the ques¬ 
tions included in the questionnaire. 
Al>oul 96 per cent of the married 
women interviewed (P~187) answer¬ 
ed that “if given the chance of living 
again they would never get married”. 

Probably, there is a close relation be¬ 
tween the symbol of the deed fly and 
the fact that in the interview Goya 
never mentions the mother. 

s Erikson, H Erik, “Childhood and 
Soctety’, W W Norton & Go. Inc, 

N Y, 1950. p 229-231, 
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’ Malthusian Prospect in Mauritius 

<1 H Smith 


In the West, the most powerful solvent of traditional social patterns — the family structure in pt 
cular — has been economic growth; but the best the Mauritians can look forward to, for some time to co\ 
is to run faster to keep living standards where they are now. 


Western experience suggests a close link between economic growth and the spread of population C\ 
trot. But many of the conditions which helped to avert the Malthusian nightmare in 19th century Brita 
e g, increasing industrialisation and the safety-valve of emigration, are absent, in Mauritius and are unlik 
to be created there, 


As for attitudes to what lies ahead, the people of Mauritius seem to be denied the hope of a bright 
future for themselves and their children which in the West has provided an incentive both to economic it 
provement and to the restriction of births to enhance opportunity still further. 

The experience of the past has, in the final analysis, little to offer Mauritius; she must devise her ou 
solution out of the variety of expert advice that is given. 


'J’HE modem world faces problems 
of over-population on a scale 
far greater than anything contem¬ 
plated by the gloomy Malthus over 
150 years ago. Of the many places 
threatened by a fatal imbalance 
between population growth and ex¬ 
ploitable resources, Mauritius stands 
out as a representative and particu¬ 
larly frightening example. She com¬ 
bines the inexorable pressure on re¬ 
sources exerted by falling death- 
rates and continuing high fertility 
with inescapable physical limitations 
on economic growth. Great colonial 
empires once saw the island as “the 
star and key of the Indian Ocean”; 
today the stars of empire are burned 
out and the key Mauritius seeks is 
the key to survival. She is unlikely 
to find it without outside assistance, 
at least in the foreseeable future. 
What other countries choose to do 
to help avert the approaching Mal¬ 
thusian nightmare will provide a 
modest but decisive test of inter¬ 
national humanity, since the island 
is isolated and now of little com¬ 
mercial or strategic importance. All 
the same, the basic cure depends on 
decisions only Mauritians can make 
for themselves. 

If no cure is found for her pro¬ 
blems of population growth, the 
prospects for Mauritius are depres¬ 
sing in the extreme. At present 
the population is about 650,000. By 
the end of the century, it will cer¬ 
tainly have reached one million; if 
present trends continue, the total will 
be close to three millions. In either 
event, without a substantial increase 
in gross national product there 
must be a fall in average per capita 
incomes; and without econoniic 


growth and diversification, un¬ 
employment will increase. Even 
now it is estimated that per capita 
income is declining : at the same 
time unemployment and under¬ 
employment are widespread. 

No Lack of Diagnosis 

The inescapable priorities of eco¬ 
nomic and social policy for Mauri¬ 
tius are (1) to create conditions 
favourable to economic growth 
which will, above all, increase op¬ 
portunities for employment, (2) to 
control population expansion. The 
island’s difficulties have not lacked 
diagnosis in recent years. A Com¬ 
mittee on Population decided in 
1955 that her social and economic 
problems could only be overcome 
by means of emigration, economic 
growth and birth control. The pro¬ 
spects for Mauritius without an ef¬ 
fective combination of such measu¬ 
res are unthinkable; and the really 
important policy questions are not 
whether these measures are desira¬ 
ble, but how far they are feasible 
in the light of the island’s present 
economic and social structure. 

In 1960-61 two teams of social 
scientists from England thoroughly 
examined the possibilities and made 
policy recommendations. One led by 
Professor James Meade of Cambri¬ 
dge University was concerned with 
economic prospects; another led by 
Processor Richard Titmuss of the 
London School of Economics was 
asked to report on the framework 
of social security \ In view of the 
facts already mentioned, the insis¬ 
tence of both reports on the pivotal 
nature of the population problem 
will come as no surprise. 


The main theme of the Mes 
Report was the need to avert a d 
line in the average standard 
living of the growing populate 
The Titmuss Report found it nets 
sary to extend its terms of referen 
to include general health and wi 
fare provisions, as well as socii 
security : its main recommendatioi 
for social policy were explidtl 
designed to slow down the rate < 
population growth. Both reporl 
were agreed that without an effei 
tive check on numbers, Mauritiu 
faces economic and social disaster! 

The several dilemmas in whicl 
Mauritius finds herself are thorough 
ly described in these reports ; it 
might be argued that Professor Tit¬ 
muss adds yet another by insisting 
on the full implementation of his 
relatively expensive social welfare 
proposals, despite the Meade recom¬ 
mendation for economic restraint 
and austerity. Emigration is an at¬ 
tractive refuge for the policy-maker, 
hut the most likely destination, 
Madagascar, appears to have no in¬ 
terest in the possibility. Emigration 
elsewhere in the Commonwealth 
would be too expensive an opera¬ 
tion for Mauritius to bear the cost 
herself. The Meade Report discussed 
more emigration to Britain ns a 
possibility, but since then restrictions 
on Commonwealth immigration 
have been imposed by the U K 
Government. 

Economic growth and diversifi¬ 
cation are obvious goals, but pro¬ 
gress towards them is hindered by 
certain obstacles which are salient 
features of the island’s economic 
and social structure. At present the 
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^Jfe’Maimtian (tonmijr is ovwwhel* 
raingly dependent on nugar and the 
p|t; vicissitude* of the world sugar mar- 
ket, tempered only by the minimum 
tj protection afforded by the Com- 
jH' monwealth and Internalionai Sugar 
Agreement*. There is no real pro- 
4; jpect of expansion here, only per¬ 
haps of greater efficiency at the ex- 
{i 1 (ifinsf of employment oj)portunities. 

The island offers little in the way 
" of exploitable resources, either in 
;> ‘ the form of minerals or through ad¬ 
ditional cultivation. The Meade 
report explored every entry, foot¬ 
note and cross-reference in the dic¬ 
tionary of economic development 
which could possibly he relevant to 
Mauritius : the result was an exten¬ 
sive list of recommendations (129 
iri all) which, if applied, might, in 
the Report’s own words, “constitute 
that revolution in economic affairs 
. , . essential to start a process of 
economic development on a scale 
which will absorb the growing popu¬ 
lation of Mauritius without a seri¬ 
ous fall in the standard of living”. 

These proposals which ranged 
over agricultural policy, deep-sea 
fishing, Government support for in¬ 
dustrial development, credit facili¬ 
ties, the aims of education and the 
efficiency of pnhlic administration-- 
have to be viewed against the reali¬ 
ties of social structure. Mauritius is 
a plural or racially-complex socie¬ 
ty, composed of a majority of 
Indians (both Hindu and Muslim), 
Creoles, Chinese and Europeans. 
These groups have found their way 
into socially-distinct clusters of oc¬ 
cupations; so that social mobility 
through occupational advancement 
is inhibited, and enterprise and the 
efficient organisation of ability art- 
restricted in scope. The educational 
system does not help by attempting 
too many varieties of language ins¬ 
truction. The Meade Report sug¬ 
gested a firm decision in favour of 
English, hut politically this will be 
a difficult measure to implement; 
as will be its recommendation that 
the schools should make a strong 
effort “to change the current atti¬ 
tude of young people that it is un¬ 
dignified to work with their hands". 
The close relation between non- 
manual jobs and high social and 
economic status is clearly visible to 
Mauritians and is likely to remain 
so : indeed, the Meade Report ap¬ 
peared to endorse this by insisting 
on the need for wages to remain low 
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to ensure a stable and competitive 
economy. The superiority of govern¬ 
ment service over manual labour is 
firmly established in the mtnds of 
Mauritian parents, and it is difficult 
to imagine a decisive change of 
attitude. 

Most Urgent Need 

In considering the Meade propo¬ 
sals, a distinction needs to he drawn 
between immediate and future pro¬ 
blems, and priorities set according¬ 
ly. The most urgent nred is to 
create employment opportunities to 
offset, as far as possible, the present 
growth in population. It is hard to 
think of a practicable alternative. 
Theoretically a more ‘efficient’ ex¬ 
pansion of the economy could out¬ 
strip population growth, but if it were 
attempted the sorial disruptions of 
rapid expansion might put burdens 
on the system of social welfare at 
a critical time : and the temptation 
to tax efficient employers more hea 
vily might reduce entrepreneurial 
incentives and opportunities for 
employment. In any case, growth on 
this scale needs a basis which 
Mauritius cannot at present provide. 
At the same time, one cannot help 
feeling that the social, economic and 
political consequences of deliberate¬ 
ly promoting the development of 
enterprises which are “less efficient” 
and big labour-users need thinking 
through more carefully than Pro¬ 
fessor Meade and his colleagues had 
time to do. 

The Titmuss proposals it-ad 
more dramatically than Professor 
Meade’s; partly because they focuss¬ 
ed sharply on the population pro¬ 
blem, but also because of the novel 
and ingenious remedies suggested. 
Social policies for Mauritius must 
be devised, the report argues, with 
an rye to their effect on population 
growth. Existing public assistance 
allowances were encouraging large 
families and since certified sickness 
is a qualification for relief, were 
leading to abuse o f the medical ser¬ 
vices. The medical services (and 
part of the medical and pharmaceu¬ 
tical profession) were in any case 
ripe for reform. The needs of the 
unemployed and underemployed 
were being met largely through an 
elaborate and highly undesirable 
system of money lending and credit 
from shopkeepers. 

In place of these services, the 
Titmuss report proposed the intro- 
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duction of social provisions which 
would, besides meeting need effict- 
pntly, “support And strengthen 
family life”; and at the same time 
make family planning popular and 
so limit population growth. This is 
an ambitious clutch of objectives; 
but the desperate nature of the 
Mauritian situation Justifies the “all- 
or-nothing” mood of the report. 

A principal aim is the popularisa¬ 
tion of the three-child family. If 
ibis heromrs standard by the 1970’s, 
the total population 20 years from 
now will be some 400,000 less than 
if present fertility levels prevail : 
more important, the island will be 
spared the consequences of an un¬ 
precedented burden of child depen¬ 
dents — estimated at close to half 
the total population in 1982. The 
adoption of the three-child family 
can ensure a more balanced age 
structure, with a ratio of producers 
to dependents similar to that found 
in Western industrial societies. 

What would this mean in terms 
of the decisions to be made by 
Mauritian parents ? According to 
Miss Edith Adams of the U N Popu¬ 
lation Division, who provided an 
expert technical appendix to the 
Titmuss Report, continuance of pre¬ 
sent fertility rates would result in 
an average completed family size, of 
5.7 children. To achieve the Tit¬ 
muss objectives, then. Mauritian 
parents would on the average need 
consciously to decide to have at 
least three fewer children. 

The spread of birth control on a 
wide scale is the only sure guaran¬ 
tee of this. The Titmuss proposals 
envisaged tiie establishment of family 
planning facilities as an important 
part of the proposed national health 
service : the report also envisaged 
an approach to a consortium of 
leading Foundations to finance a 
demonstration project showing how 
an alliance of social, economic 
and family planning can resolve the 
problems of population growth”. 

Professor Titmuss and his collea¬ 
gues were fully aware that the spr¬ 
ead of birth control depends on far 
more than the availability of relia¬ 
ble techniques. Drastic changes in 
attitude and custom are also called 
for; by suggesting the use of social^ 
policies to assist and even direct . 
such changes, their report moved to 
an unfamiliar level of originality 
and controversy, 
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To encourage the three-child 
family, they proposed a monthly 
cash payment of Rs 15 for families 
with three or more children under 
the age of 14. To qualify for this, 
certain conditions must be met : the 
mother must be over 21 and the 
earnings of the household head not 
liabie to tax. To change the prac¬ 
tice of early marriage, especially 
among Indians, it was recommended 
that the minimum legal age of 
marriage be raised to 18 for women 
as well as men : and that where 
both bride and bridegroom are over 
21, a marriage benefit of Rs 50 be 
paid to the bride’s father. To quali¬ 
fy, the bride must previously have 
borne no children, and her father 
not be liable to income tax. The 
spacing of births after marriage 
would be encouraged by the pay¬ 
ment of a maternity benefit of Rs 60 
for mothers who (i) are over 21, 
(ii) have not borne a child in the 
preceding 24 months, (iii) have fe¬ 
wer than three children alive, (iv) 
have attended an ante-natal clinic, 
(v) have husbands not liable for in¬ 
come tax in the previous year. It 
was recommended that no other 
maternity benefits should be pro¬ 
vided. 

The administrative and psycho¬ 
logical complexities of such orovi- 
sions illustrate the difficulties of 
promoting “restraint through wel¬ 
fare”, as opposed to Malthus’ 19th- 
century doctrine of “welfare through 
restraint”. Who is likely to respond 
to these incentives ? It is arguable 
that those Mauritians who will rea¬ 
dily perceive and respond to them 
are likely to have decided in favour 
of family limitation anyway; also 
that for those who have not decided 
but are subject to persuasion, the 
more effective measures proposed 
for propaganda and clinical facili¬ 
ties could be sufficient. Thera re¬ 
mains the crucial group who are at 
present the majority. They are poor, 
and being mainly wage labourers, 
are always in need of cash to secure 
the necessaries of life. Custom fa¬ 
vours early marriage and high ferti¬ 
lity : children are widely regarded 
as the best form of social security. 
To families in this category, tne 
three-child benefit will probably be 
a highly-desirable objective to be 
achieved as quickly as possible : it 
cannot deter people from having 
more than three, since Professor 


Titrouw and his colleagues do not 
tack <m to their new proposal what 
some might see as its logical con¬ 
clusion, by suggesting the withdrawal 
of the benefit with the birth of a 
fourth child. However, if this pro¬ 
posal and others related to it do 
succeed in postponing marriage and 
in popularising the three-child 
family, a decisive contribution will 
have been made to the future wel¬ 
fare of the island. 

Application of British Experience 

No one can envy Professor Tit- 
muss and his colleagues the task 
they faced in Mauritius; or question 
their verdict that existing social 
provisions are unsatisfactory and 
tend to encourage population growth. 
Professor Titmuss has written since: 
“we could not think, act and advise 
simply as welfare specialists. We 
had to try and break out of West¬ 
ern specialisations and combine the 
insights of the economist, historian, 
anthropologist, demographer, politi¬ 
cal scientist and doctor”*. Profes¬ 
sor Titmuss has proved many times 
that he is no narrow specialist : but 
the fact remains — and is inevitab¬ 
ly in evidence in the Mauritius Re¬ 
port — that he and his colleagues 
are experts in the field of British 
social policy and its inconsistencies. 
Now many of their views have gene¬ 
ral application, e g, the important 
distinction between ‘real’ and ‘tran¬ 
sfer’ costs in social security schemes; 
the insistence that, in framing so¬ 
cial policy, the family should 
wherever possible be the primary 
unit of consideration; the need to 
take account of ‘fiscal’ welfare pro¬ 
viding tax reliefs to individuals as 
well as communally-financed social 
welfare schemes providing benefits 
in cash or in kind. But their ex¬ 
pertise finds its most vigorous ex¬ 
pression through an acute sense of 
the ways in which, in Britain, social 
policy supports and even reinforces 
existing class divisions and social 
structure as a whole. It is question¬ 
able whether conclusions and ob¬ 
jectives peculiar to the British ex¬ 
perience should be applied to 
countries whose social and econo¬ 
mic conditions are very different. 

Obviously, it is to be hoped that 
one country will be able to learn 
from another’s mistakes — and 
Mauritius would do well to note the 
pitfalls of the early British health 
and social security measures. The 


Titmuss Report gives proper empha¬ 
sis to these lessons but it also 
brings in a variety of considerations 
which in the writer’s opinion are 
more relevant to current social policy 
discussions in Britain than to the 
problems facing Mauritius. For exam¬ 
ple, is it appropriate to discourage 
'occupational welfare’ i e, provision 
by a company for its own employ¬ 
ees’ needs in a society which despe¬ 
rately requires responsible and 
enterprising employers ? Is it ap¬ 
propriate to recommend a contri¬ 
butory system of insurance against 
sickness and unemployment for an 
economy faced with an explosive ex¬ 
pansion of juvenile labour supply, 
and an already high and increasing 
rate of unemployment and under¬ 
employment — seasonal and long¬ 
term? Is it appropriate, if we agree 
with Professor Titmuss that social 
policy should be generally accepted 
as benefitting the community as a 
whole and not just the “poor”, to 
treat income-tax payers more severe¬ 
ly than in the past by cutting their 
child allowances, while at the same 
time excluding them from the 
three-child benefit ? This exclusion 
was suggested as a simple form of 
means test, yet the Meade Report 
made it clear that “many people 
who are well able to pay income 
tax do not do so”. Presumably they 
should be excluded from the bene¬ 
fit too. A more appropriate mea¬ 
sure would be the extension of 
liability for income tax, and restrict¬ 
ing the number of children for 
whom allowance was made to three, 
as the Meade Report recommended. 
In any case, if liability for income 
tax is extended downwards — and 
there seem to be good grounds for 
this—the case for children's allow¬ 
ances near the cut-off point bet¬ 
ween the. three-child benefit and 
none at all will be bard to resist. 

These considerations have been 
introduced not to criticise the ori¬ 
ginality and lucidity of the Titmuss 
proposals; but to question whether 
certain of them are likely to achi¬ 
eve their objectives, given what is 
known about the economy, social 
structure and social needs of the 
island. The Mauritian Government 
has accepted most of the Titmuss 
recommendations and has already 
put the three-cliild family benefit 
into operation. Family planning 
however has made little headway. 
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and Professor Titrmua’ associate, 
Dr Abcl-Smith, recently revisited 
the island in connection with this 
part of the programme. Only such 
a programme can guarantee success, 
for Mauritius’ attempt to curb popu¬ 
lation growth. The situation demands 
the modification of traditional 
family patterns, and attitudes to¬ 
wards the future. But, as has been 
pointed out by an authority on the 
social structure of Mauritius. 3 the 
Titmuss proposal to pay the delayed 
marriage benefit to the bride's 
father can only reinforce the tradi¬ 
tional patriarchal family structure. 
Dr Benedict also notes the contradic¬ 
tion between this proposal and the 
report’s avowed aim to raise the 
statu* of women in Mauritius. 

In the West, the most powerful 
solvent of traditional social pat¬ 
terns — and family structure in 
particular — has been economic 
growth : but the Meade Report sug¬ 
gests that the best Mauritians can 
look forward to, for some time to 
come, is to run faster in order to 
keep standards where they are now. 


The Western experience suggests a 
close link between economic growth 
and the spread of population con¬ 
trol, even though the processes in¬ 
volved are by no means fully under¬ 
stood. But many of the conditions 
which helped to avert the Malthu¬ 
sian nightmare in 19th-century Bri¬ 
tain, e g, increasing industrialisation 
and the safety-valve of emigration, 
arc absent in Mauritius and are un¬ 
likely to be created there. As for 
attitudes towards what lies ahead, 
the people of Mauritius seem to be 
denied that hope of a brighter fu¬ 
ture for themselves and their child¬ 
ren, which in the West has provided 
an incentive both to economic im¬ 
provement and to the restriction of 
births to enhance opportunity still 
further. 

Perhaps the basic dilemma of 
Mauritius is that the experience of 
the past has, in the final analysis, 
little to offer : she must devise her 
own solution out of, the variety of 
expert advice that is given. One 
thing is clear. The situation is such 
that only proposals as revolutionary 
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and controversial as those put for¬ 
ward in the Titmuss Report are like¬ 
ly to improve it. But to work, each 
proposals must bear a close relation 
to tlie felt needs and objectives of 
Mauritians themselves. The final 
choice of action rests with the peo¬ 
ple and their Government. It is a 
stern but necessary one : on the one 
hand, drastic . economic and social 
policies which will equip their so¬ 
ciety for survival and, it is to be 
hoped, future growth; on the other, 
the unthinkable consequences of in¬ 
difference or false optimism. 

Notes 
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/n a significant statement Pakistan’s Finance Minister, Mohamed Shoaib , mid sometime ago : 

“In the past year we have been faced with a crisis in our external relotions calling into question 
the alliances l that have been central to our foreign policy. We have learnt that we have to rely on our 
own people and resources and not on the promises of others to safeguard Pakistan’s security and national 
interests.” 

Principal among the alliances which have been “central” to Pakistan's foreign policy has been, of 
course, the one with the United States. The alliance has secured for Pakistan very substantial amounts of 
economic and defence assistance from the U S whose share of non-military aid received by Pakistan during 
the period 1951-60 was no less than 79 per cent. 

An attempt is made below to evaluate the contribution of U S aid in different forms—development 
loans , commodity assistance , military aid — to Pakis tan’s economic development and defence. 


PRESIDENT Ayub Khan was one 
of those in positions of autho¬ 
rity in Pakistan who were res¬ 
ponsible for the sharp break in 
the country’s foreign policy ten 
years ago. The emergent policy 
of neutralism, which was being given 
shape under Liaquat Ali Khan, was 
suddenly abandoned and Pakistan 
joined the U S in the Cold War. It 
was then argued that such a marri¬ 
age with a rich nation would fetch 
a dowry of gold and open up new 
prospects of economic prosperity. 
The alliance, it was said, would 
secure for Pakistan a powerful 
voice in the comity of nations and 
put at her disposal great military 
power to strengthen her security. 
The record belies the promises of 
this mendicant philosophy. Events 
have proved false the hypothesis on 
which it rests, viz, that in the field 
of international relations loyalty 
begets loyalty, regardless of the 
alignment of national interests. 

In the National Assembly, Yousaf 
Khattack, a Member, has described 
this as “the romantic conception of 
foreign policy”, so that when “Am¬ 
erica thought Pakistan was no use 
to her, Pakistan felt like a jilted 
lover”. He asked the Government 
to be more realistic in its thinking 
on this subject. It is, however, 
difficult to believe that the policy¬ 
makers of the Government could 
have been so very naive in their 
thinking on this vital matter. But 
to deny them this explanation would 
be to charge them of having misled 
the nation; for the alliance has 
given us neither strength nor dig¬ 
nity. Now Pakistan feels bereft oI 


friends; a sense of isolation which 
is the more accentuated by our 
eagerness to demonstrate our new¬ 
found bonds of friendship with 
China — the meagre product of 
two negatives. 

Total Dependence on the 13 S 

Here, once more, there is a 
fundamental inconsistency in our 
position. The reality of our vir¬ 
tually total dependence on the 
Western countries, particularly the 
United States, for aid stands in 
contradiction to our apparent align¬ 
ment with China. The heavy de¬ 
pendence on U S aid leaves Pakistan 
with little freedom to embark on 
an independent foreign policy even 
though both the U S and the Ayub 
regime in Pakistan have, had to ac¬ 
commodate temporary shifts of poli¬ 
cy in the face of the traumatic ex¬ 
perience of the Pakistani people 
under the impact of recent events 
and the general recognition, and in¬ 
deed the admission by the Govern¬ 
ment, of the unreliability of the alli¬ 
ance. But the pressure of dependence 
remains and Ayub is already busy 
selling the idea of a confederation 
of Pakistan, Iran, Afghanistan and 
Turkey, a project dear to some 
planners in the U S. At the same 
time, one must recognise that there 
is some desire in Pakistan to re¬ 
duce this heavy dependence on the 
U S in order to gain a greater free¬ 
dom in foreign policy. 

At first glance it would appear 
that some progress has already been 
made towards the diversification of 
the sources of foreign aid. Table 
I shows the foreign aid received 
by Pakistan according to sources. 


It will be seen that in the period 
1951-60, apart from small amounts 
obtained from the U N and Sweden, 
the bulk of the aid came from the 
U S, the World Bank and the Com¬ 
monwealth. In fact if these figures 
were broken down further one 
would see that Commonwealth aid 
played a more important part, rela¬ 
tively, in the period before 1955 
than after that year when the U S 
came to dominate the scene. On 
the other hand, in the period 1960- 
65 Germany and Japan figure pro¬ 
minently. Particularly significant is 
the appearance of the Soviet Union 
and Yugoslavia, in the context of 
Pakistan’s foreign policy. The latest 
development is the participation of 
all the principal Common Market 
countries in the aid Consortium. 
This diversification is a welcome 
change. Paradoxically, however, 
underlying this diversification there 
is also a greater dependence on the 
U S which has increased its share 
of total aid. 

If we take all aid, excluding com¬ 
modity aid and military aid, for 
the period 1951-60 we find that the 
share of the U S was 42 peT cent 
of the total while that of the Com¬ 
monwealth was 32 per cent of which 
Canada accounted for 24 per cent. 
Canada was thus the second largest 
source of aid. During this period 
the World Bank provided about 23 
per cent of the total aid. During 
the period 1960-63, although there 
was a considerable diversification 
of the sources of foreign aid, the 
relative share of the U S increased 
from 42 per cent to 50 per cent of 
the total. The share of the new 
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donor? vwif. at the expense of Com¬ 
monwealth countries whose share 
dropped from VI per ceril to 14 
per cent and the World Hank whose 
share dropped from 24 per cent to 
1(1 per rent. The drop in the share 
of (fie Commonwealth countries was 
mainly on account of Canada whose 
.share dropped from 24 per cent to 
6 per cent. The share of the l K 
increased from 0.7 per cent to 7.6 
per cent Tfie new participants were 
Germany. which contributed 13 4 
per cent of the total (in became 
the second Impest donort, Japan 
(8.3 per cent), the. Soviet Union 
13.3 per cent) and Yugoslavia (1.1 
per cent). Thus there has been a 
diversification in the sources of aid 
as we.il as an increase in the de¬ 
pendence on the 11 S. 

If commodity aid is taken linto 
account the share of the U S in the 
total aid in the peiiod 1951-60 comes 
to as much ns 79 per cent. During 
this period commodity aid amount¬ 
ed to 80 per cent of the total aid 
received from the U S. In the period 
1960-63 commodity aid declined 
somewhat in importance and was 
only 60 per cent of the total aid 
from the US. Consequently, if com¬ 
modity aid is included, the relative 
share of the If S would appeur to 
drop from 79 per cent to 71 per 
cent. Hut it would he a mistake to 



conclude from this that there has 
been a diminution in the relative 
importance of the U S as a source 
of aid vis-a-vis other countries. The 
significance of the change is the re¬ 
duction in the proportion of com¬ 
modity aid. 

Impact on Economic Policies 
Thcie is little evidence to show 
that U S aid has accelerated the 
pace of economic development jn 
Pakistan; the reverse may well lie 
true. The basis of the progress which 
has taken place in the held of in¬ 
dustrial development (mainly light 
industry), was laid in the early fifties 
when U S aid was yet negligible 
and U S influence had not yet esta¬ 
blished itself fully. Paradoxically, 
by the time a substantial amount of 
US aid }>cgan to How in, as from 
1955, the rate of industrial expan¬ 
sion began to slow down. This is 
shown by the index of manufactur¬ 
ing production (See Table 2). The 
point increase in the index is lower 
in 1950 and in later years than in 
the three previous years. The in¬ 
crease in production during 1955 
has not been matched in any subse¬ 
quent year; the recovery in 1959 
and again in 1961 was well below 
this level. It is obvious from the 
figures that the percentage rate of 
expansion drop/wd considerably. Not 
only is the rate of industrial expan- 
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sion lower in later years but also 
a substantial proportion of the in¬ 
crease in production in later years 
has been attributed to rationalisation 
and better utilisation of industrial 
capacity created in earlier years. 


Table 2: Index of Manufacturing 
Production 


Year 


Index, 

Change in 
Index 

Series 

I: 

Base 1954 converted to 



1950 = 

100 

1950 


too 


1951 


124 

+24 

1952 


155 

+31 

1953 


202 

+47 

1954 


265 

+63 

1955 


337 

+72 

1956 


382 

+45 

1957 


404 

+ 22 

Source: 

“Statistical 

Yearbook 1957“. 


Published by the C S O, Govt 


of 

Pakistan. 


Series 

Hi Base 

1954 = 100 

Year 


Index 

Change in 




Index 

1954 


100 


1956 


143.9 

+44 




(two years) 

1957 


152.4 

+ 8.5 

1958 


162.4 

+ 10.0 

1959 


181.9 

+ 19.5 

1960 


192.4 

+ 10.5 

1961 


213.6 

+21.2 

Sources : 

Budget 1961-62, “Economic 


Survey" and Eleventh Annual 
Report of the Consultative 
Committee of the Colombo 
Plan, January 1963. 




Table 1: 

Foreign Aid 

To Pakistan; 

: 1951-64 








[Excluding Military Aid] 









(It S $ million ) 







1951 lo 30.6-1960 

1-7-1960 to 31-3-1963 

1963-64 


Indus Basin 







(Consortiun 

Development Fund $ 

Country/Agency 

Allocated 

Utilised 

Grant! 

Loans “ 

Total 

Aid)* 

Grants 

Loans 

Total 

Australia 

28.1 

28.1 

2.0 


2.0 


15.0 


15.0 

Belgium 


-- 

— 


... 

10.0 


_ 


Canada 

113.0 

104.3 

52-0 

6 0 

58.0 

19.0 

21.0 

— 

21.0 

France 

— 

— 

-- 



7.0 

_ 

_ 

_ 

Germany 


— 

— 

t 26.0 

126.0 

27.5 

32.0 

_ 

32.0 

India 


— 

— 



-— 

174.0 

_ _ 

174.0 

Italy 


— 


- 


10.0 

_ 

_ 


Japan 

— 

— 


78 0 

78.0 

30.0 




Netherlands 

- - 




6.6 




New Zealand 

5.9 

5.1 

.... 



3.0 


3.0 

58.0 

United Kingdom 

USA 

3.2 

3.2 

2.0 

,1) 1! 

72.0 

22.4 

5fh0 

—• 

(i) ICA/DLF/AID/ 
EXIMBANK 

288.7 

169.1 

145.0 

315.0 

161) 0 

212.5 

177.0 

70.0 

247.0 

(ii) Ford Foundation 

16-4 

16.4 

9.0 


9.0 


(iii) Commodity Aid 
Sweden 

949.7 

0.6 

734.8 

0.6 

1.0 

• 

707.0 (esi) 
1.0 

150.0 

— 

— 

— 

USSR 

- 



30.0 

30.0 





Yugoslavia 

— 

— 

— 

10.0 

10.0 





IBRD/IDA/IFC 

United Nations 

151.0 

9.4 

100.0 

9.4 

3.0 

90.0 

90.0 

3.0 

80.0 

— 

90.0f 

90.0 


* Animated amount of $40 million in aid is expected in 1903-64 from countries which are not members of the Censor- 

t This amount includes $10 million not credited to the Indus Basin Develonmem n. . • ■, ,, „ , . 

meet interest and other charges during the firs, 8 years of comtnictio.i of the work! " aVa ' Iab ' e Pak, “ an 10 

t In addition to foreign exchange commitments amounting to $ 640 in aid and loans in resneer nf t„,i.. n • r> i 
ment Fund, rupee assistance equivalent to $ 235 million ha. been lommitted by ,he u SA h * d ® Dev '’ ,0 P' 
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Behind the slowing down of in¬ 
dustrial expansion was the pressure 
of the conservative thinking of U S 
advisers whose influence acquired 
virtually die status of authority as 
Pakistan became more and more 
dependent on the U S. They soon 
came into conflict with men like 
Zahid Husain and Ghulam Faruque 
who were committed to a radical 
policy of industrial development. 
Ghulam Faruque, who, as the head 
of the P I D C, has made a big con¬ 
tribution to such industrial develop¬ 
ment as has taken place, once re¬ 
ferred to the opposition of our 
foreign experts who were trying to 
advise, us against developing the 
jute industry, a field in which Pak¬ 
istan has made substantial progress 
thanks to the stand taken by him and 
Pakistani businessmen who stood 
behind him. The following passage 
from the evidence of Dr D Bell, 
who was attached to the Pakistan 
Planning Board, before the Senate 
Foreign Relations Committee, is 
particularly revealing. When asked 
about the relationship that existed 
between the U S Mission in Karachi 
and the Pakistan Planning Board 
he said “The I C A Mission mem¬ 
bers . . . consulted the Planning 
Board of the Pakistan Government 
regularly in two main kind of 
things: First of all we [i e the Pak¬ 
istan Planning Board] were an ex¬ 
cellent source of information for 
them on specific problems they 
might be encountering. Secondly, 
after a while — although not in the 
beginning, but after a while, when 
the Planning Board began to have 
reasonable views as to what sort of 
things made sense to he done iri Pak¬ 
istan and what sort of things did 
not make sense, the 1 C A Mission 
began to use this information to 
guide them in making their own 
decisions as to what they wanted 
to put their money into and what 
they did not. 1 do not mean to im¬ 
ply that they followed without re¬ 
view the opinions of the Planning 
Board; but they gave them heavy 
weight.” 

This is the strange relationship 
that was established between the 
principal organ of economic plan¬ 
ning in the country and the agency 
of a foreign power. Not only did 
the U S Mission have free, access 
to the data and policy papers of the 
Planning Board but it is clear from 
the evidence that the role of the 



Planning Board was reduced to a 
merely advisory body, for the key 
decisions as to where the money 
should go lay with the U S Mission. 
There is a reference here also to 
the period when under the firm hand 
of Zahid Husain the Planning 
Board took a stand on the questions 
of Land Reform and Industrial De¬ 
velopment. It was after Zahid Hu¬ 
sain was removed from the .Plan¬ 
ning Board that it began to see 
“What sort of things made sense to 
be done in Pakistan” in the eyes 
of our American advisers. Their 
anti-industrial bias is evident in the 
revision of the First Five-Year Plan 
and more sharply in the Second 
Five-Year Plan in which the pro¬ 
portion of resources devoted to in¬ 
dustrial development was further re¬ 
duced. 

Misdirection of Investment 

One need not enter here into ar¬ 
guments regarding problems of ba¬ 
lanced development and inter-secto¬ 
ral distribution of resources to 
achieve balanced and rapid growth. 
One might argue that the limiting 
factor in the development of the ag¬ 
rarian economy of Pakistan is not 
the want of large scale expenditure 
hut the crop-sharing system and the 
present system of land-use. A radi¬ 
cal land reform could achieve far 
more than the vast sums which have 
been expended, some of which could 
have sustained greater industrial 
development. But the greatest wast¬ 
age of resources has been by way 
of the growing military expenditure 
and large number of so called “de¬ 
velopment” projects which are es¬ 
sentially military in character. 

A considerable proportion of ex¬ 
penditure under the rubric of 
“ Transport arid Communications ” 
would fall into this category. Thus 
for grants given to Provinces (upto 
50 per cent of the cost of construc¬ 
tion of arterial roads), out of the 
'“Fund for Roads of National Im¬ 
portance”, it is the Ministry of De¬ 
fence which makes the selection of 
roads and economic considera¬ 
tions arc relegated into the back¬ 
ground. For instance, it is difficult 
to see why a fir9t class tarmac road 
from Karachi to Khuzdar is being 
constructed through the barren area 
of Kalat at the cost of Rs 19.21 
million (for the 1st stage of the 
project which is in three stages) 
when there are more promising areas 
where new roads are badly need- 
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ed. Even from the defence point of 
view such a road has little urgency 
except in terms of the U S strategy 
in relation to Iran. One would 
put in the same category the tele¬ 
communication network linking Pak¬ 
istan with CENTO countries with 
whom wc have little trade to justi¬ 
fy such expenditure. As against thi6, 
road development in East Pakistan, 
which haa notoriously had com¬ 
munications, has lagged badly de¬ 
spite the sanction on paper of a 
scheme which has served no better 
purpose so far than to assuage East 
Pakistani feelings. 

Expenditure on ‘Transport and 
Communications” exceeded First 
Five-Year Plan targets. On the other 
hand, expenditure on Industrial De¬ 
velopment was below Plan targets. 
Another fruitless drain on resources 
is the very large amounts which 
are spent on construction of large- 
scale food storage facilities. They 
are needed mainly to accommodate 
the surplus agricultural commodities 
received as aid from the U S. We 
shall consider this further when we 
discuss commodity aid. A detailed 
review of the allocation of resources 
under the Five-Year Plans would 
lead one to the conclusion that they 
are not designed primarily to pro¬ 
mote accelerated economic develop¬ 
ment but at every stage, subordi¬ 
nated to the dictates of U S policies 
and interests. 

Interference in Execution 

Apart from the influence of 
American advisers at the highest 
levels iii the Government in the 
formulation of over-all policies and 
plans, which arises both from their 
poliferation throughout the machine 
ry of Government and the inevitable 
pressures of economic and financial 
dependence, the aid machinery in¬ 
fluences decisions at every stage at 
the operational level also. Two fac¬ 
tors operate to achieve this. First, 
the U S experts attached to various 
departments, although in theory 
having an advisory role only, in 
practice exercise virtually executive 
authority. Their word has often the 
weight of an order because the 
future career of the officers with 
. whom they work may depend on 
their report on their competence. 
The expert is also in a position to 
offer rewards to cooperating officers 
by way of recommendation for a 
variety of special training schemes 
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and other opportunities to go abroad 
under the various aid programmes. 
Mr Ataur Rahman, when Chief Min¬ 
ister of East Pakistan deplored the 
interference by American advisers 
in internal matters. In 1958 even 
the Central Government had to take 
notice of this and issued a circular 
to all concerned stating that the 
experts had an advisory capacity 
only and had no executive autho¬ 
rity. But a mere circular could 
hardly change the situation. 

The U S expert is nearly always 
on loan from a business corpora¬ 
tion for a short period, generally 
two years. His loyalties, naturally, 
remain with the parent concern, and 
his advice has often a greater bear¬ 
ing on the interests of the parent 
concern than the country which he 
has come to advise. For instance, 
it. has often been alleged that the 
specifications prescribed by the ex¬ 
perts are unnecessarily dialled and 
specific to a degree that only the 
parent concern is in a position to 
supply the prescribed equipment. 
This prevents the Pakistan Govern¬ 
ment from obtaining competitive 
quotations for the supply of the 
equipment which is then bought 
from the U S supplier often at ex¬ 
orbitant prices. 

The same effect is realised through 
the control over projects exercised 
by Aid Mission officials through 
financial and supervisory control 
under the terms of Project Aid ag¬ 
reements. Instead of the U S pro¬ 
ject aid being utilise-d to cover the 
entire cost of a few selected pro¬ 
jects, it is distributed over a large 
number of projects so that each 
project has a small “aid component”. 
AH such projects come within the 
operational control of the Aid Mis¬ 
sion which thus acquires virtual 
control over the disbursement not 
only of the aid funds hut in effect 
also Pakistan Government funds al¬ 
located for the project in question. 

A great deal of light was shed 
on these matters during the sum¬ 
mer of 1961 when the Ayub regime 
came into conflict with the Kenne¬ 
dy Administration and much infor¬ 
mation was supplied to such papers 
as the Government-controlled Pak¬ 
istan. Times which carried revealing 
reports from “Special Correspond¬ 
ents”. According to one. such report 
(which does not appear to have 
been contradicted by anyone) the 
U S “takes back 50 per cent to 60 


per cent of the total allocation in 
the name of consultants’ and con¬ 
tractors’ fees. It is stated that both 
in the Warsak and Karnaphuli pro¬ 
jects the estimate of such charges 
has been as high as over 50 per 
cent. The report condones “It has 
become difficult for a public servant 
to convince Pakistani engineers and 
contractors or firms of consultants 
that they are not being discriminat¬ 
ed against and discouraged by such 
agencies (i e aid agencies] .... agen¬ 
cies like the World Bank are work¬ 
ing contrary to this end [of utilis¬ 
ing available local talent and ex¬ 
perience] . . . The conditions im¬ 
posed for participation in the bid¬ 
ding [for tenders for construction 
projects] are such as would auto¬ 
matically eliminate Pakistani firms 
... It is pointed out that the Jinnah 
Barrage, Ghulam Mohammed Bar¬ 
rage, Taunsa Barrage and the Gudu 
Barrage have ail been designed, 
planned aftd executed by Pakistani 
engineers and contractors . . . How¬ 
ever, the World Bank seems to be 
taking no notice of these facts as, 
neither is the designing likely to 
be assigned to any local firm ,.f 
consultants nor is the execution like¬ 
ly to be entrusted to competent 
local contractors”. 

These factors combined with the 
fact that both Technical Assistance 
and Project Assistance work to tie 
the Pakistan Government down to 
particular suppliers of equipment 
and limit their ability to obtain real¬ 
ly competitive quotations result in 
the final analysis in an indirect loss 
to the Pakistan Government which 
probably exceeds the amount of aid 
that was received in respect of the 
project. Aid thus becomes no more 
than an instrument to ensure a 
captive market. 

Commodity Aid 

The hulk of U S aid is received 
in the form of commodity aid. A 
payment is made in rupees by the 
Government of Pakistan against the 
aid received, into American accounts 
and controlled by the U S Mission. 
These Funds are designated as the 
Counter-part Funds. Thus the first 
stage of the transaction is essential¬ 
ly a purchase rather than a gift or 
loan. This purchase in fact is not 
made at the normal world market 
prices but at 0 S support prices 
which are substantially higher than 
the ruling world prices (in the case 
of wheat nearly a third higher at 


one time). The commodities an 
brought in American ships as this 
is a condition of the aid agreement. 
The New York Times reported on 
June 13, 1953 that shipping of the 
U S wheat to Pakistan in American 
ships would cost Pakistan 126 per 
ton as against $ 12 to f 14 in a 
foreign ship. Thus the Rupee equi¬ 
valent of the Commodity Aid ia real¬ 
ly an inflated value. In September 
1958 the-tben Finance Minister Am- 
jad Alt rather irresponsibly dis¬ 
missed the question of paying such 
inflated prices by the argument that 
after all it was merely a question 
of aid accounting and did not re¬ 
present a real burden for Pakistan. 
But this is not so. Whether the so- 
called commodity aid is really aid 
or trade at inflated prices can be 
determined only on the basis of the 
actual disposal of the counterpart 
funds. This is illustrated in Table 3. 

To begin with, it is interesting to 
note that the amounts shown as 
“Development Grants” appeared for 
the first time only in the half-yeaT 
June-Dee 1958, i e, after the military 
regime in Pakistan had taken over. 
To finance an undiminished bud¬ 
getary deficit Shoaib switched from 
domestic borrowing to borrowing 
from U S Counterpart Rupee-Funds 
and hr was assisted in part by this 

f ;rant. Shoaib’s claim that this was 
ess inflationary is debatable. The 
mechanics of creating and drawing 
upon these funds is not very different 
from Government borrowing from 
the State Bank and the effect of 
drawing upon these funds is no less 
inflationary. This view is endorsed 
in this year's Budget White Paper. 

Lows of Foreign Exchange 
From the point of view of the eva¬ 
luation of commodity assistance as 
“aid” it is the third item in Table 3 
which is of special interest. The 
U S has engaged in the construc¬ 
tion of a number of “special facili- 

Tahle 3; Planned Uwe of Rupee 
Funds under Title I, PL 480 

{Cumulative Total up to the 
End of 5 958) 


( 

( Million) 

Development grants 

12.3 

US loan fo Pak Government 

89.1 

Payment of U S obligations 


in Pakistan 

50.0 

Military procurement 

79.4 

Loans to Business 

28.7 

Other uses 

8.8 

Total 

268.3 
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ties’* on the soil of Pakistan and 
has incurred a number of local obli¬ 
gations in a variety of ways. To 
meet these obligations the U S would 
ordinarily hove had to remit dollars 
to Pakistan to raise the requisite 
rupee funds. By its utilisation of 
the Counter part Rupee Fundi Pak¬ 
istan is deprived of these badly- 
needed dollars. Earlier this year it 
was reported in the Press that a 
large amount was withdrawn out of 
the Counterpart Funds by the U S 
by conversion into dollars. No de¬ 
tails of this transaction are avail¬ 
able. But this would be another 
example of the use of Counterpart 
Funds in a way which causes a 
direct or an indirect drain on our 
dollar resources. 


Political Use of Aid 

Coans to Business, again, further 
11S interests. Under the relevant 
U S legislation these loans out of 
Counter-part Funds rnuy only be 
granted either to II S business con¬ 
cerns (operating in Pakistan) or to 
concerns engaged in the marketing 
of US goods. The figure of $ 8,1! 
million shown under “other uses” 
represents the cost of various “cul¬ 
tural” activities which arc so assi¬ 
duously pursued by the U S Mission 
in Pakistan. These amounts are 
spent under the heads of “Informa¬ 
tion and Education" (by the US 
I S), “Translation and Publication”, 
and ‘international Education Ex¬ 
change”, 

It would he difficult to establish 
a good case for importing the vari¬ 
ous commodities supplied under the 
U S aid programmes. Tire details of 
the commodities supplied untiei 
Title 1 of I’L 48() upto the end of 
1958 are shown in Table 1. Surplus 
wheat, it will be seen, makes up 
about half of the total value of 
commodities. It might he recalled 
that it was with an offer of wheat 
aid in May 1953 that the US made 
a dramatic entry into Pakistan 
politics. This was against the back¬ 
ground of a famine threat which 
had been built up by vigorous press 
propaganda for several months and 
the frantic appeals of the Govern¬ 
ment of Pakistan for immediate help. 
The wheat crop for 1951-52 was 
below average due to drought and 
that for the winter of 1952-53 had 
also failed due. amongst other rea¬ 
sons, to low water in Indian con¬ 
trolled canals following drought 
conditions and diversion. The eanal 


water diversion became the subject 
of a vigorous press campaign which 
built up a scare of an impending 
famine. There was an inevitable 
scramble by speculators to hoard 
wheat and price* began to rise, 
thus confirming the picture of a ge¬ 
neral shortage. In his budget speech 
in March 1953, the Finance Minis¬ 
ter estimated the shortfall in the 
crop to be no less than I million 
tons, i e, nearly a quarter of the 
total average crop. Due to the short¬ 
fall in the earlier year and also the 
low level of stocks, the overall defi¬ 
cit was estimated at nearly 2j 
million tons. Desperate appeals 
were made for immediate help. 
About 160,000 tons of wheat were 
received from Canada and . Austra¬ 
lia. But the U S delayed making any 
commitments for months until in 
May 1953 the Nazimuddin Govern¬ 
ment fell. Mohammed Ali Bogra. 
who was" then the II S protege, was 
installed in office and almost imme¬ 
diately n US offer of 700.000 tons 
of wheat aid. with an additional 
300,000 tons if needed, was an¬ 
nounced. But it took many more 
months for this promise to he ful¬ 
filled and U S wheat was not ship¬ 
ped until the end of the year, by 
which time a bumper erop was 
standing in the fields. As against 
an estimated shortage of 2J million 
tons Pakistan had gone through the 
crisis with no more than 160.000 
tons of Commonwealth wheat. The 
600.000 tons of I) S wheat arrived 
too late, after the bumper crop had 
been reaped. 

l-urgr Food Imports Forced on 
Pakistan 

■Senator T F Green reporting in 
January 1956 on the administration 
of Foreign Aid has recorded the 
fact that “more than half of the 
wheat supplied was still in storag*- 
in Pakistan by midsummer of 1954 
hy which time a new and bumper 
crop was available”. This was after 
ore-third of the total quantity had 
been “disposed of by free distribu¬ 
tion to those who could not pay for 
it". as the Finance Minister an¬ 
nounced in his following budget 
speech. It was even reported that 
much of this wheat was in fact des¬ 
troyed as it was unfit for consump¬ 
tion. 

Imports of foodgrains in the 
seven years 1953-60 have averaged 
about 730,000 tons annually. But 
before the Partition, Sind alone ex- 
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ported to deficit provinces in India 
about 150,000 tons of rice annually 
and Sind and Punjab exported 
about 500,000 to 700.000 tons of 
wheat annually to other parts of 
India. The Pakistan Food and Agri¬ 
culture Commission has attributed 
the altered food position of West 
Pakistan mainly to the fact that the 
picture of a surplus area before 
Partition does not take account of 
the fact that Punjab imported large 
quantities of coarse grains although 
it exported wheat. But this explana¬ 
tion as well as the facts of the rise 
in population and greater urbani¬ 
sation are not sufficient to explain 
the extent and the apparent sudden¬ 
ness of the deterioration in the food 
situation after 1953; for until 1953, 
despite the total disorganisation of 
life in West Pakistan following the 
events of the Partition and the fact 
that new agricultural development 
plans and irrigation schemes had 
not yet got under way. total food- 
grain imports averaged no more 
than 60,000 tons annually, i e, less 
than one-twelfth of the level of the 
post-1953 imports. In fact during 
the decade 1950 to 1960 the pro¬ 
duction of foodgrainx is said to 
have increased from 15.4 maunds to 
16.3 maunds per capita. These 
figures may he unjustifiably optimis¬ 
tic, hut they certainly do not sug¬ 
gest a deterioration in the situation 
such as might call for the very large 
inneasr in imports. 

It is believed in some quarters 
that in fact excessive imports of 
foodgiains have been foiled on J J ak- 
istan in order to accommodate U S 
policies for disposal of surpluses. 
This ha.c entailed a difficult and ex¬ 
pensive storage problem for Pak¬ 
istan as well as large-scale destruc¬ 
tion periodically of foodgrains stocks 
which have deteriorated through 
prolonged storage. Thus as against 
the total storage capacity at the 
disposal of the Central and Provin- 

Table 4: Commodity Comoosition of 
Aid under PL 480, Title I 

(('P t o the End nj 1958) 


Commodity 

Quantity 

Value 
($ million) 

Wheat 

72 mn bushels 

123.6 

Rirp 

10-2 mn cwts 

65.2 

Cotton 

Hairy pro¬ 

174.400 bales 

30.7 

ducts 

10.1 mn lbs 

4.9 

Tobacco 

5.8 mn llw 

4.8 

Fats 

63.1 mn lbs 

10.5 

Freight 

~ 

28.6 

Total 

_— _ 

268.3 
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dal Governments of 300,000 tons at 
the time of the Partition, which was 
doubled by 1955, the total capacity 
in 1960 had been raised to 1 mil¬ 
lion tons and further storage capa¬ 
city was under construction schedul¬ 
ed to raise the total capacity to 2 
million tons by 1965. Resources ex¬ 
pended on this might have been 
more fruitfully employed elsewhere. 

Pakistanis are familiar with perio¬ 
dic reports about stocks of food- 
grains destroyed (or made available 
lor animal feed) due to deteriora¬ 
tion through prolonged storage. The 
question was raised in the National 
Assembly at its Dacca session re¬ 
cently; in connection with a report 
of 5,000 tons of rice damaged and 
rendered unfit for consumption. The 
Central Food and Agriculture Min¬ 
ister then promised an enquiry, the 
results of which are still to be 
known. There have been several 
more recent reports of further stocks 
of grain found damaged through 
prolonged storage-- eg, 1,500 tons 
of rice reported in May this year 
to be ‘‘completely damaged”; an¬ 
other 3,000 tons reported in June, 
to be damaged at another grain 
store near Karachi. The last report 
adds that “similar damage has been 
caused to rice and other foodgrains 
lying in godowns at various places 
in West Pakistan but so far no con¬ 
crete step has been taken to stop 
this loss”. But the root cause of this 
loss is clearly the excessive imports 
under Commodity Aid programmes 
which prevent available supplies 
being disposed of. 

The case of cotton is another 
glaring example. Production of 
cotton in Pakistan has gone up to 
2 million bales while consumption 
has remained static at around 
1,300,000 bales in spite of the very 
large increase in the installed capa¬ 
city of textile mills. The main rea¬ 
son for this is the dumping of U S 
cotton received under commodity 
aid programmes. The result has been 
to create a surplus of domestically- 
produced cotton which Pakistan has 
found difficult to dispose in the 
world markets partly due, again, 
to subsidised sales of US cotton. 
While the official pegged price for 
domestic use of cotton in the U S 
is 32.5 cents per pound, exports 
made at a subsidy of 8.5 cents and 
stocks of cotton were sold by the 


Commodity Credit Corporation in 
July 1962, for example, for an 
average price of 24.10 cents per 
pound for one inch stapling. These 
subsidised sales abroad as well as 
the dumping of U S cotton in Pak¬ 
istan’s home market has created a 
difficult problem for Pakistan with 
regard to the disposal of our own 
surplus, and local prices have been 
forced down artificially. 

Military Aid 

Finally, a word about military 
aid. A surprising fact about it is 
that a good proportion of it is given 
to Pakistan not in the form of mili¬ 
tary hardware but rather in the 
form of surplus commodities! 
Rupees from the counterpart funds 
thus created are then placed at the 
disposal of the Ministry of Defence. 
Defence purchases thus made are a 
great drain on Pakistan’s scanty 
foreign exchange resources. A 
change is probably being made as 
from this year for, in his reply to 
the Budget debate, Finance Minis¬ 
ter Shoaib declared that “Pakistan 
could not allow the scrutiny of its 
defence accounts by any foreign 
country and for this reason Rs 12.5 
crores of allocation from the 
Counterpart Funds was diverted to 
the economic side”. This is an elo¬ 
quent comment on the kind of ar¬ 
rangements which the Pakistan Gov¬ 
ernment had acquiesced in so far. 

Not only has military aid provid¬ 
ed in this form generated addition¬ 
al foreign exchange expenditure 
without augmenting our foreign ex¬ 
change resources hut also it has not 
helped Pakistan to reduce expendi¬ 
ture on defence. On the contrary, 
in the words of Dr David Bell, in 
his evidence before the Senate 
Foreign Relations Committee: “The 
inescapable conclusion would be 
that Pakistan, which was already 
spending too much of her resources 
on military purposes, was encourag¬ 
ed by the U S military aid pro¬ 
grammes to spend even more for 


military purposes — obviously this 
makes the problem of economic de¬ 
velopment much harder.” Mr 
Sprague, Assistant Secretary of De¬ 
fence testified: “The proportionate 
share spent by our allies ba8 been 
increasing and, for 1957, countries 
receiving military assistance spent 
for defence the equivalent of $7 
for every dollar of military assist¬ 
ance. This proportionate increase in 
their own defence efforts is also con¬ 
firmed in the rising amount of 
sales of equipment under military 
assistance programme. For 1956 
such sales totalled $79 million. For 
1957 such sales increased to $ 312 
million. There is reason to hope that 
an increasing proportion of military 
assistance can be shifted to military 
equipment sales”. He continued : 
“It is significant to note that again 
this year 85 per cent of the amounts 
spent on the programme will be 
spent in the U S. In fact we esti¬ 
mate that 92 per cent of the 
amounts spent on the material pur¬ 
chases will be expended on orders 
from the domestic U S industry. 
Thus a very substantial part of the 
cost is ploughed back into the U S 
economy." 

Mortgaging the Future 

This is not the place to discuss 
the political and military implica¬ 
tions of the alliance into which Pak¬ 
istan has been drawn. An important 
consideration before the IJ 5, how¬ 
ever, has been the economic as well 
as the military and political ad¬ 
vantages of using Pakistan as an 
instrument of its strategy in this 
area — an arrangement which has 
tittle to offer Pakistan in return. 
Secretary of Treasury Humphrey 
summed U S calculations in 1954 
when he said: “The military aid, 
and to what extent it may be con¬ 
tinued, as I see it, is just a matter 
of how much cheaper can we do 
it that way than we can do it ano¬ 
ther way. This is just a matter of 
figuring it out every time. As long 


Table 5: External Debt Liability and Pakistan's Foreign Exchange Earnings 

Foreign Exchange Payments Foreign Loan 


--- Repayable in Rupees 

Per cent of-__--- 



Principal 

I merest 

Total 

Foreign 

Exchange 

Principal 

I nterest 

Total 

1960-81 

58.1 

28.6 

86.7 

Earnings 

8.82 

14.0 

20.9 

34.9 

1961-62 

97.1 

48.7 

145.8 

6.07 

24.2 

44.8 

69,0 

1962-63 

160.9 

55.8 

216.7 

9.03 

39.3 

71.6 

110.9 
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as we can Mve some money by 
doing it, i am for it. As long as 
long as we ran save some boys 

1 am for it.” Congressman Vory* 
figured this out: “l,ast year it cost 
t 5,900 to have an American sol¬ 
dier overseas, without a gun in his 
hand. This programme costs the li S 
♦ 744 per each man in service with 
weapons in his hands, placed where 
our Joint K'.hivfs think he ought 
to he for our mutual security". 


It is questionable whether the mili¬ 
tary alliance with the li S has at 
all contributed to Pakistan’s secu¬ 
rity or whether U S economic aid 
haB contributed much to Pakistan’s 
rate of economic growth. After 
ten years of involvement with the 
U S, Pakistan finds herself left far 
behind by other countries which 
have carried through fundamental 
social changes and have kept them¬ 
selves relatively free from outside 
dictation. 


But our account is not complete 
merely with the description of the 
stagnation or even substantial losses 


resulting from U S aid policies. 
A cause for considerable anxiety 
for the future is the heavy burden 
of foreign debts which have accu¬ 
mulated in the process. The total 
external debt stood at Rs 6,900 
million as on March 31, 1963. 01 
this foreign currency loans amount¬ 
ed to Ks 6,070 million lie. 1,274 
mn I and “Rupee loans” amounted 
to Rs 330 mn. Table 5 gives the 
ratio of annual payments on ac¬ 
count of foreign loans to foreign 
exchange earnings which have been 
rising at an alarming rate. In the 
absence of an adequately rapid eco¬ 
nomic development and expansion 
of our foreign exchange earnings 
one wonders how Pakistan will 
meet this increasing burden. Final¬ 
ly. it is difficult to see how the 
Government of Pakistan will resolve 
the dilemma presented by its heavy 
dependence on U S aid and its new 
desire apparently to pursue an in¬ 
dependent foreign policy. So far 
there is no evidence of policies to 
reduce the dependence on U S aid. 
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Flood Control in East Pakistan 

'J'HE International Development 
Association has extended a 
credit equivalent to $ 5 million to 
Pakistan for a project to protect 
about 400,000 acres of cultivated 
land in East Pakistan from flooding 
of the Teesta and Brahmaputra 
rivers. This area is now subject to 
persistent and heavy floods every 
summer because of the combina¬ 
tion of melting snows from the 
Himalayas and the monsoon rain¬ 
fall in the Brahmaputra and TeeBta 
river-basins. During the years 
1958 to 1960, up to 80 per cent of 
the main crops, rice, jute and 
pulses, were damaged by floods. 
In 1962 also floods caused exten¬ 
sive damage. When completed, 
this project will enable fanners in 
the area to increase the net value 
of crop production by about Rs 3 
crores annually. The greatest 
increase will be in rice production, 
most of which is consumed by the 
local population which averages 
over 1.000 per square mile. 
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US-Latin American Economic Relations 


The Case of Brazil 

Andrew Gander Frank 


What is the contribution of American aid and investment to Latin American economic development f 

The argument between Brazil and the United States some time back on the question of U S aid to 
Brazil threw some light on the question. 

The Brazilian viewpoint, expressed by its Embussy in Washington in a statement to the press, is that 
American aid is small and far from altruistic. 

The American answer, delivered by Ambassador Lincoln Gordon in a lecture to the National Economic 
Council of Brazil is that in exporting capital the V S incurs a great sacrifice and contributes significantly to 
the economic development of Brazil. 

Unfortunately, if subjected to non-diplomatic analysis, the reality of the economic relations of the 
V S with Brazil, or any other La'in American country whose name could be easily substituted, is very diffe¬ 
rent from what is suggested by either viewpoint. 


Let us examine the various points 
raised by the two Ambassadors. 

Amount of Capital Transferred 

Brazil: The real amount of re¬ 
sources the US offers Brazil is smal¬ 
ler than is generally imagined be¬ 
cause it should be measured in terms 
of funds transferred rather than of 
funds committed and because from 
the gross amount the return flow of 
amortisation and interest payments 
must be deducted. 

United States: The American Am¬ 
bassador does not understand why 
the Brazilian Embassy attaches any 
importance to the distinction between 
authorisations and disbursements 
since the US keeps its promises, 
thus making the gap between the 
two only a matter of time. It is 
confusing and bad economics to de¬ 
duct the amortisation and interest 
payments from gross transfers be¬ 
cause it deprecates American capi¬ 
tal’s contribution to the construction 
of steel mills, hydro-electric plants, 
etc, while it is in Brazil. Moreover, 
American capital improves the Bra¬ 
zilian balance of payments. If amor¬ 
tisation and interest payments were 
to b« deducted, then it would appear 
that the flow of capital is not from 
the US to Brazil but instead from 
Brazil to the US! 

Comment: In reality, the net 
contribution of US capital to Brazil 
is neither large nor small, but ne¬ 
gative. The Brazilian Embassy’s dis¬ 
tinction between commitment and 
disbursement is easy to understand 
if one considers that of the promises 
made at Pun la del Este, some funds 
were cancelled by the US Congress 


and Executive, others are not dis¬ 
bursed by private firms who are not 
bound by government agreement, 
and all the funds are contingent on 
Brazilian compliance with US de¬ 
mands about expropriation, IMF 
financial policy, etc. Moreover, for 
the balance of payments and the 
exchange rate, not promises, but 
transfers are significant. 

The "appearance" that, if amor¬ 
tisation and interest are counted, the 
outflow of capital is really from Bra¬ 
zil to the US instead of vice versa, 
unfortunately reflects reality quite 
accurately. Official Brazilian figures 
for the years 1947-1960 indicate an 
Inflow of US 11,814 million in new 
investment and loans and an out¬ 
flow of US $2,459 million in remit- 
ance of profits and interest. Adding 
an estimated outflow of US $1,022 
million for "services", representing 
largely clandestine remittances, the 
total outflow becomes US $3,48i mil¬ 
lion, or nearly twice the Inflow, and 
the net outflow US $1,667 million. This 
outflow from Brazil is by no means a 
historical accident or a result only of 
Brazilian calculations, A study by 
the UN Economic Commission for 
Latin America shows that in no de¬ 
cade of the past century has the 
total flow of goods and services out 
of Brazil been smaller than the flow 
into Brazil. 

Turning to Latin America gene, 
raily (Argentina, Brazil, Chile, Peru, 
Venezuela, Colombia, Mexico), 
US Department of Commerce figures 
for the period 1950-6$ show net new 
private US investment at US $2,962 
million and remittances of profit and 


interest at US $6,875 million, or well 
more than double the amount. The 
net withdrawal of funds to the US 
was US $3,910 million. US aid and 
loans of US $3,384 million and re¬ 
payments and interest of US $1,554 
million (to date, with more of course 
to come in the future), still leave 
a net capital movement to 
the US of US $2,081 million. But 
in these calculations the flow to 
Brazil, such as of surplus food, Is 
measured often in Inflated so-called 
market prices that the US seller 
sets himself, while the flow from 
Brazil is measured in dollars actual¬ 
ly bought by Brazil. Additionally, 
these data do not Include most of 
the Brazilian and other national pri¬ 
vate capital, currently often estimat¬ 
ed at US $10,000 million for Latin 
America, which is transferred abroad 
(such as to the famous Swiss end 
New York bonks). 

The real effective drain of capital 
from Brazil and the other capital 
poor countries is thus much larger 
than appears from the above official 
figure*. It is difficult to see how this 
constant drain of funds from Brazil 
to America can be helping Brazil's 
balance of payments. It is instead a 
principal source of the balance of 
payments deficits. 

To speak of American capital, pub¬ 
lic or private, going into the deve¬ 
lopment of basic heavy industry in 
Brazil is more than misleading. 
Under the Alliance for Progress, es¬ 
pecially, the emphasis of American 
public capital Investment in Latin 
America Is in education and health 
-“latrine-building" as it has been 
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f' aptly dubbed. And US private capi¬ 
tal, m the daily experience of any¬ 
one can attest, prefers the export, 
processing, and service industries- 
'‘coca-colonisation 1 ’, in a word. Far 
from contributing 10 Brazil’s Indus, 
trialtsation, this Investment, no less 
than more traditional Investment In 
raw materials extraction, serves to 
keep the economy underdeveloped. 
Indeed, ft deforms the economy into 
on* ever less able to develop by In¬ 
creasingly absorbing Brazilian capi¬ 
tal and misdirecting It. Often, an 
Initial sum of capital brought from 
the US or some other underdevelop¬ 
ed country by an American firm is 
supplemented or even multiplied by 
borrowing Brazilian capital from lo¬ 
cal US bonks with Brazilian deposits, 
or from Brazilian banks, or even from 
the Brazilian Government. The com¬ 
bined capital la then Invested, not 
Where it will best serve the interest 
of Brazil’s development but of the 
American firm's development. The 
earnings that are not shipped home 
are then reinvested in Brazil, often 
not by building new productive faci¬ 
lities, but by buying up or buying into 
existing Brazilian installations and 
thus transferring their direction into 
American hands. Now, the Brazilian 
“expropriation" proposal offers Ame¬ 
rican investors Government aid In 
withdrawing their capital from less 
profitable public utilities and trans¬ 
ferring “a minimum of 80 per cent" 
into much more profitable industries 
Thus, American capital, with flnan 
Cial and technical advantages due 
to Its international connections and 
with additional special privileges 
granted by the Brazilian Govern¬ 
ment "to attract foreign capital”, 
progressively denationalises Brazilian 
industry, misdirects Brazilian Invest¬ 
ment, integrates the weaker Brazilian 
economy increasingly with the 
stronger American one on which it 
thus becomes dependent, and there¬ 
by adds still more to Brazil's balance 
of payments difficulties. 

Degree of Sacrifice to the US 
Brasil: American aid to Brazil 
between 1940 and 1962 has meant 
little or no sacrifice to the US. Of the 
total, 60 per cent comes from the 
Export-Import Bank which consist¬ 
ently makes profits. Another 35 per 
cent represents the supply of agricul¬ 
tural surpluses under PL 480. 
American aid ig tied to the purchase 


of American goods. American aid 
was part of a programme to develop 
foreign markets for goods that were 
in surplus at home and thus contri¬ 
buted to the utilisation of excess 
capacity in the export Industry. 

United States: The manner of fin¬ 
ancing is unimportant. Had Ameri¬ 
can funds not been used in this way, 
they could have been put to some 
other use. Tying American aid to 
the purchase of American goods is 
natural and does not reduce the 
value of the aid, since useful aid 
must reflect itself ultimately in the 
transfer of real goods. In general, 
since the marginal capital output 
ratio In the U S is higher 
than in Brazil, the investment of 
American capital In Brazil instead 
of at home really represents a con¬ 
siderable loss to the American eco¬ 
nomy. The excess capacity argu¬ 
ment could carry some weight only 
if the American economy had been 
chronically depressed since the War, 
which has not been the case 

Comment: The capital-output 

ratio Is quite irrelevant to the Issue. 
American firms do not invest in Bra^ 
zil in a sector with the average of 
the latter’s marginal capital-output 
ratio, and they do not draw their 
Investment funds from such a sec¬ 
tor of the American economy. Much 
mote relevant to these firms is their 
profits in Brazil and their excess 
capacity at home An American 
business commission in Rrazil ob¬ 
served that “profits in Brazil are 
normally much higher than :n 
the US. It is not uncommon that 
a factory pays for itself in one or 
two years”, that is, makes a profit 
of 100 per cent or 50 per cent per 
year. These rates, however, refer 
only to profit on total . apital invest¬ 
ed. Since part of that total represents 
capital borrowed from Brazilian sour¬ 
ces at low cost and another part re¬ 
investment of such earnings in the 
years following ihe original Intro¬ 
duction of capital, the real ratio of 
earnings on American capital in 
Brazil is often very much higher. 

Turning to the U S economy, un¬ 
employment has not fallen below 5 
per cent in several years and the 
minimum rate keeps rising. The ex¬ 
cess installed capita] capacity of 
these same large export firms la 
several times that percentage, what¬ 


ever the average marginal capital 
output ratio may be for the economy 
as a whole. For them, export and 
foreign earnings are a necessity, not 
a sacrifice. And as the Alliance for 
Progress makes eminently clear — 
consider, for instance, the recent pub¬ 
lic statement by three of its official 
spokesmen, including Mr David 
Rockefeller, that the Alliance should 
improve conditions for American In¬ 
vestment in Latin-Amertca — the 
purpose of US Government aid is 
also to pave the way for the econo¬ 
mic activity of US private capital. 
Just as US Government purchase of 
surplus agricultural products and their 
subsequent shipment abroad as 
“food for peace" supports excess 
capacity in U S agriculture, govern¬ 
ment “aid” money provides the cre¬ 
dits for foreign purchases from U S 
industry. At the same time the 
strings attached to the money are 
designed to maintain or improve the 
political and economic climate abroad 
for U S private economic activity. 
That also explains the tying of loans 
to purchases of U S goods. For real 
goods could be transferred through 
multilateral trade if the U S Govern¬ 
ment did not wish to avoid helping 
Brazil to trade more with Western 
Europe let alone with the socialist 
countries. The recent U S balance of 
payments difficulties only increase 
these American needs. 

Gains and Losses from Trade 
Brazil: The terms of trade have 
been turning to the disadvantage of 
Brazil. Between 1955 and 1961 the 
prices paid for Brazilian products 
have fallen considerably, and the 
prices of American exports have 
tsen. The result has been a loss to 
Brazil greater than the total of all 
aid since the War. 

United States: The argument of 
the Brazilian Embassy about the 
terms of trade is mistaken. In 
less professional circles these price 
changes are described as a "process 
of exploitation" by the Industrialis¬ 
ed countries, especially the U S. 
Had the Brazilian Embassy chosen 
1947-1949 Instead of the high price 
1950-53 base it would have come 
to the opposite conclusion. In every 
decade since 1920 the terms of 
trade were worse, and only In the 
1950’a were they better, for 
Brazil than at present. One might 





equally well talk of "presents” made 
to Brazil In the 12 years since 1950. 
The majority of serious students 
are highly sceptical of long term 
generalisations about tendencies in¬ 
herent in the terms of trade. Regard¬ 
ing the question, “are coffee prices 
today too low?", simply as econo¬ 
mists, we would have to answer, 
“no". The idea that the industrialis¬ 
ed nations in a certain sense “owe’’ 
the nations who export primary com¬ 
modities a certain level of terms of 
trade seems neither reasonable 
nor desirable. There is no conspiracy 
to lower the terms of trade. On the 
contrary, competition to sell is great¬ 
er than ever. 


that the general standard of living 
in Brasil and almost all other poor 
countries was higher than it is today 
before they became entangled in the 
relationship of “trade”, “aid” and 
especially of “foreign Investment”. 

Effects of 17 8 Capital in Brasil 

Brasil: The U S aid money has 
been well used by Brazil. The rate 
of the growth of Income per capita 
has been one of the highest in Latin 
America for the decade 1950-1961. 
There is no better index of adequate 
use of foreign aid than the achieve¬ 
ment of a high growth rate. More 
than 90 per cent of imports have 
been accounted for by essential raw 
materials, basic foodstuffs, and equlp- 


this process American aid and in¬ 
vestment decidedly does not contri¬ 
bute. 

It is perhaps his use of a mistaken 
criterion which permits the Brasi¬ 
lian Ambassador to go on to make 
his strange claim that the "aid” re¬ 
sulted in the import of goods Im¬ 
portant for Brasil's economic deve¬ 
lopment. For a country of continen¬ 
tal proportions with every conceiv¬ 
able raw material and maybe the 
greatest agricultural potential on 
this globe, it seems Indeed a strange 
argument to claim that it is putting 
its resources to good use when it im¬ 
ports “essential” raw materials and 
“basic” foodstuffs instead of Import- 


Comment: Brazil and other poor¬ 
er countries are falling increasingly 
behind the already industrialised 
ones. The economic relations bet¬ 
ween the two taken as a whole are 
quite evidently a contributing, if 
not the crucial, factor in this lose 
by the underdeveloped raw materials 
exporters. The countries which were 
able to avoid or break this relation, 
have also been able to avoid this 
loss. If in the 1930’s and 1940's the 
terms of trade were Jess favourable 
to Brazil, this was in good part 
due to the Depression and the War 
and because Latin America generally 
acceded to American pleas to keep 
raw materials prices lower than they 
might have been as their contribu¬ 
tion to the war effort. The higher 
prices in the years 1B50-1953 were 
of course due to the Korean War, 
during which this same American 
ideological argument carried less 
weight abroad; and since that time 
these prices have indeed fallen 
again. It seems difficult, thus, to ac¬ 
cept the argument that the prices 
of the decade 1950’s constitute a 
gift to Brazil. 

Instead, serious economists can 
demonstrate that the terms of trade, 
as part of the economic relationship 
taken as a whole, are too low, even 
at their highest, to prevent the ex¬ 
ploitation and permit the develop¬ 
ment uf Brazil and other poorer 
countries. Thus, the idea that the 
developed countries owe something 
to the underdeveloped ones seems 
quite reasonable and desirable un¬ 
less one still wiBhes to advance the 
argument that “the hidden hand” 
regulates economic relationships, an 
argument long used to hide the fact 


ment and parts. 

United State*: The substantial 
contribution of U S public and pri¬ 
vate capital to Brasilian economic 
growth In general and especially to 
desirable structural change toward 
manufacturing, import substitution, 
and increased export capacity re¬ 
futes the c 1 ches about the “process 
of exploitation”. 

Comment: Both arguments mis¬ 

direct the analysis and exaggerate 
the effects of TJ S aid which, in 
reality, retarded Brazilian economic 
growth. Evaluating the use of Ame¬ 
rican aid, as does the Brazilian Em¬ 
bassy, by reference to the Brazilian 
growth rate, is unacceptable. As the 
Brazilian Note points out, recent 
per capita growth In most Latin 
American countries has been largely 
zero or negative, while in Brazil it 
has been 3 per cent for the period 
since the War and 3.9 per cent since 
1967. However, as the Minister for 
Planning, Celso Furtado, points out, 
the most important economic develop¬ 
ment in Brazil occurred during the 
1030’s when, due to the Depression, 
American export of capital and 
goods reached its lowest point and 
Brazil changed over from importing 
all of its capital equipment to pro¬ 
ducing it at home. And during this 
crucial take off into economic deve¬ 
lopment the per capita rate of growth 
registered was 0.3 per cent. Thus, 
the significant index of good use of 
foreign and domestic resources for 
Brazil is not, as the Brazilian Am¬ 
bassador suggests, the growth rate 
as much as it is the creation of a 
national product*ve capacity, espe¬ 
cially in heaw industry, and 
initially (or the domestic market. To 


ing equipment and technology which 
would permit it to develop that pot¬ 
ential. Much of the “equipment and 
parts”, to say nothing of the remain¬ 
ing 10 per cent of imports, should 
undoubtedly have also been produced 
nationally. 

Even disregarding the negative 
consequences of foreign aid and in¬ 
vestment, their contribution to total 
investment in Brazil is, contrary to 
the American Ambassador’s claim, 
miniscule and easily foregone. Ac¬ 
cording to a Brazilian estimate for 
the years 1950-1954. all foreign (in¬ 
cluding American) investment 
amounted to 1.32 per cent of Brazi¬ 
lian Gross National Product or 8.2 
per cent of total investment In 
Brazil. For the period 1955-1059, a 
Brazilian estimate of the share of 
foreign investment is 2.0 per cent 
of gross and 2.8 per cent of net In¬ 
vestment. But as we saw earlier 
large parts of even this small “con¬ 
tribution” of foreign capital is no 
contribution at all since much of 
this capital was Brazilian to begin 
with and is foreign only in owner¬ 
ship. control, and earnings. It is 
evident, therefore, that Brazil could 
easily find national capital that would 
more than substitute for so small a 
foreign addition to her total invest¬ 
ment, and dispense at the same time 
with the damages of foreign invest¬ 
ment to her economic development. 


rhe American Ambassador's claim 
t American capital has contribut- 
to a desirable structural change 
the Brazilian economy is even 
re unfounded in reality. American 
>ital has instead contributed to 
, already much too great concen- 
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tb* revive, and mry possibly 
even today as in the past — absolute, 
prejudice of the other regions, espe¬ 
cially of the Northeast. Similarly 
capital has flown Into the export, 
processing', and service industries 
to the disadvantage of basic indust¬ 
ries and Brazil. Tariff exclusion 
of relatively inessential products 
has drawn national, but proportional¬ 
ly especially foreign, capital into the 
production of these same relatively 
Inessential but protected products. 
The American Ambassador's "im¬ 
port substitution" is, therefore, at 
best a two edged sword. But even 
this substitution of specific imports 
does not necessari’y contribute to 
the reduction of imports as a whole. 
On the contrary, If this Investment 
goes into certain kinds of processing, 
It makes "essential", as the Brazilian 
Ambassador observes In another 
context, the Import of more raw 
materials. If It helps to shift the 
distribution of income to groups 
with higher propensities to Import, it 
increases Imports as a whole. As for 
Increasing export capacity, to which 
the American Ambassador also 
refers, Brazilian capacity to export 
non-raw materials remains notorious¬ 
ly low. And using scarce resources 
to Increase Brazil's capacity to ex¬ 
port raw materials la certainly a 
most questionable policy. 

Economic Policy for Brazil 
United States: The serious prob¬ 
lem for Brazil is the expansion of 
export earnings. Since Brazil cannot 
hope to regain the predominant 
position in the coffee, cocoa, and 
sugar markets already lost to new 
producers, Brazil should follow the 
example of Japan which, when faced 
with declining earnings from textile 
export, expanded Into shipbuilding 
and electronics instead. Following a 
similar policy, Brazil could expand 
its export of iron ore, meat, and 
manufactured produots. And In or¬ 
der not to cut herself off from tech¬ 
nological progress and thereby from 
economic progress, Brazil should 
continue to Invite foreign invest¬ 
ment. 

Comment: Brazil's urgent need at 
this time is not still more outward- 
directed development but instead 
inward-directed economic develop¬ 
ment. Far from emphasis on exports, 
as the American Ambassador sug¬ 
gests, this requires regional and 


•ectertl economic integration . and 
more and more basic industry for 
national needs. Least of all does it 
imply or permit using the resources 
that are urgently needed for that 
national task to expand still two 
more lines of raw material exports, 
iron ore and meat, to serve the needs 
of the already industrialised count¬ 
ries. 

It is difficult to see how the Ame¬ 
rican Ambassador draws the lesson 
he does for Brazil from the example 
of Japan, Japan expanded Into ship¬ 
building and electronics, but Brazil 
is to expand into iron ore and meat. 
Moreover, Japan is at a quite differ¬ 
ent stage of economic development 
from Brazil. The export market Bhe 
was losing was in textiles, not in 
coffee. How did Japan achieve this 
degree of industrialisation and deve¬ 
lopment ? Not by pursuing the policy 
the American Ambassador prescribes 
for Brazil, but by doing precisely the 
opposite. In fact, Japan is the cru¬ 
cial example among the capitalist 
economies, as the Soviet Union 
Is among the socialist econo¬ 
mies, of the country which, in 
order to manage the push and 
achieve the take-off into economic 
development in a world of already 
industrialised and imperialist count¬ 
ries, began by isolating itself sub¬ 
stantially from foreign trade and 
totally from foreign Investment and 
control. Neither country found it 
necessary, let it be noted, to permit 
such foreign investment in order to 
take advantage of the technology 
of the Industrially more advanced 
countries. Only after they had forg¬ 
ed an economic structure and their 
own control thereof which permitted 
them to take advantage of more in¬ 
timate economic ties with already 
advanced countries did Japan and 
the Soviet Union enter into such re¬ 
lations. Japan, thus, indeed does pro¬ 
vide the example most relevant to 
Brazil’s present economic organisa¬ 
tion; but the national stance It points 
to is one of Independence, not one 
of dependence. 

Conclusion 

The two Ambassadors, although 
both highly reputable economists of 
similar training, evidently have quite 
different official views of Brazilian- 
American economic relations. As 
they themselves imply in their refer¬ 
ence to the diplomatic schizophrenia 


of defending abroad what one de¬ 
nounces at home and vioe versa* 
their difference may probably be 
traced to the circumstances and in¬ 
terests of the two countries, of the 
two worlds, -of the rich and of the 
poor, whose diplomatic represents^- 
fives they are. The American des¬ 
cribes a relationship in whioh the 
rich country selflessly provides 
much of the capital, technology, and 
good advice which Brazil needs 
to grow up into an Independent 
industrialised adult. Though Ame¬ 
ricans do not really owe Brazi¬ 
lians anything, they incur con¬ 
siderable sacrifices on Brazil’s behalf; 
and any gains they may derive are 
quite accidental and extraneous to 
the relation. Finding it difficult to 
accept this picture, the Brazilian 
suggests instead that the real lmpor- 
tance of U S aid is to the U S eco¬ 
nomy itnelf, that the hand giving aid 
gives only little and that even this 
and more is taken away by the 
other hand in trade. 

Dispensing with diplomatic polite¬ 
ness, but still confining the discussion 
largely to the topics selected by the 
Ambassadors, the comments of the 
present author suggest that in Its 
present form this relation is neither 
very nor little beneficial, but instead 
definitely prejudicial to Brazil. Far 
from contributing Capital to and im¬ 
proving the structure of the Brazi¬ 
lian economy, the U S draws capital 
out of Brazil and with what remains 
gains control of Brazilian Capital 
and channels it into directions that 
increase Brazil’s dependence on the 
US still more and hinders Brazil’s 
economic growth. The terms of 
trade form neither an accidental nor 
an extraneous, but an integral part 
of this process. Far from pointing 
the way to Brazil's industrialisation 
and development, the American Am¬ 
bassador’s recommended policies_ 

emphasis on private enterprise, 
foreign investment, more raw mate¬ 
rials exports, etc — would maintain 
Brazil’s position as an underdevelop¬ 
ed dependent economy. It appears, 
thus that the U S takes away with 
both hands, that the picture Is net*, 
er rosy nor neutral but quite dark. 

The picture would emerge still 
darker or pitch black if the analysis 
were extended beyond the selected 
topics to include the entire economic 
relationship between Brazil and the 
U S. Consider, for instance, the im- 
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Potion, on throat of withholding 
abort term credits, of ths policy of 
the International Monetary Fund 
Supposedly to reduce balance of pay¬ 
ments deficits, this policy calls for 
reducing exchange restrictions and 
thus permitting more transfer of 
capital out of Brazil, Brazilian deva¬ 
luation to make the cruzeiro cheaper 
and the dollar dearer, supposedly 
anti-tnflatlonary measures which 
shift Income from the poor to the 
rich, thereby weakening domestic 
production and Increasing the de¬ 
mand for imports — all of which 
results In new balance of payments 
deficits, new loans, and new dosages 
of the same IMF medicine. 

One might ask, If all this “aid” Is 
really so damaging to Brazil, why 


then does Brazil permit and even 
seek it. Again, the answer is to be 
sought in Brazil-U S relationship it¬ 
self. Firstly, of course, the relation¬ 
ship does benefit some Brazilians 
with gains and power. These groupB 
then apply this power in efforts to 
maintain the relationship. Second¬ 
ly, with time Brazil becomes so de¬ 
pendent that breaking away involves 
such high costs in the short run — 
whatever the long run gains — that 
many other groups and especially 
any Government are loath to accept 
them. Thus in the short run, failure 
to receive credits to refinance the 
already existing debt would force a 
cut of imports that is necessary in 
the short run because in the mean¬ 
time the economic relationship with 
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the U S has destroyed or prevented 
the creation of productive capacity 
(hat would obviate these imports. 
If, going a step further out of the 
relationship, American investments 
are threatened, the short term cost, 
as the case of Cuba demonstrates, 
is the stoppage of all trade. In a 
word, Brazil and other countries 
find themselves In a kind of relation¬ 
ship not unlike that of the peasant 
with his money lender-landlord 
the world over, a relationship which 
by its very operation appears to 
make its own continuance necessary. 
Finally, the U S also supplies the 
economic science, and the ideology, 
which tries to make it appear that 
this relationship is really necessary 
and desirable. 
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At any time, In any 
place, since the emer¬ 
gence of competitive 
enterprise, the quality 
of a product—tested 
continuously by that 
most critical of critics, 
the consumer —has 
made or marred the 


manufacturer's reputa¬ 
tion. And a product, 
once firmly established 
by virtue of its Quality, 
is difficult to dislodge 
even in the intense price 
market of India, if that 
Quality is steadily main¬ 
tained. 

For more than a decade, 
Sen-Rafeigh has been 


increasing its produc¬ 
tion of the well-known 
Raleigh, Rudge, Humber 
and Robin Hood bi¬ 
cycles. Yet their demand 
seems to be insatiable. 

Sen-Ralelgh manufac¬ 
tures, In addition to 
these bicycles, quality 
Union components and 
Wittkop saddles. 
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Impact oi Agricultural Failures on Chinese Economy 

M 1 K Thavamj 


TAe serious agricultural failures during the years 1959-61 had a profound impact on the Chinese 
economy and necessitated far-reaching changes in agricultural organisation and industrial policy. 

In agriculture the changes have been in the direction of decentralisation, with a limitation of the 
powers and responsibilities of the communes and greater freedom of action for the production teams. 

In industry, the shift in emphasis is in favour of light industry, particularly industries which are 
necessary to lift agriculture out of the rut. 

As a consequence, even though the overall na tional income and investment targets of China's Second 
Plan may be achieved, the realised pattern of investment and output is likely to be significantly different 
from that envisaged in the Plan. 


y7lOLENT fluctuations in agricul¬ 
tural output and far-reaching 
changes in its organisation charac¬ 
terised the Chinese economy during 
the Second Plan period. The econo¬ 
my has, consequently, suffered from 
serious inter-sectoral imbalances 
with their repercussions on the 
balance of payments. 

Officially it was claimed that the 
national income targets for the 
Second Plan period were realised 
three years ahead of schedule. The 
Second Plan aimed at a 50 per 
cent increase in national income 
over the level of 1957. The official 
figure of national income in 1957 
was 93.5 billion yuan. No official 
national income figures have been 
announced since 1959; nor do we 
have any firm unofficial estimates. 
The years 1959-61 were bad for 
the Chinese economy. In particular 
1960 is said to have seen “the most 
severe natural calamities in the 
century”. Fortunately for China, the 
“leap forward” of 1953 en¬ 
abled her to register a significant 
increase in national income in 1959 
from 125.3 billion yuan to 152.4 
billion yuan according to official 
statistics and from 108 billion 
yuan to 125 billion yuan accord¬ 
ing to a conjectural estimate. 1 

Premier Chou En-lai had claimed 
that the output of foodgrains was 
250 and 270 million tons, respect¬ 
ively, in 1958 and 1959. These 
figures probably contain some ele¬ 
ment of exaggeration. According to 
Edgar Snow, the figure for 1958 
may be around 200 million tons.* 
The corresponding figure for 1959 
may be placed at about 220 million 
tons. Marshal Montgomery has 
opined that the output of foodgrains 
was only about 150 million tons 
in 1960, when more than half of 


China’s cultivated area was affected 
by natural calamities. The perform¬ 
ance in 1961 appears to have been 
no better. Despite desperate at¬ 
tempts to step up the production of 
agricultural machinery, fertilisers, 
etc, it is doubtful whether the 200 
million tons mark was crossed even 
in 1962. As such, it appears that 
there will be a substantial shortfall 
in the target of 35 per cent increase 
in agricultural output set for the 
Second Plan period over the level 
of 185 million tons achieved in 
1957. It is difficult to apportion the 
blame for this between the unques¬ 
tionably widespread natural calami¬ 
ties and organisational failures 
within the communes. 

Development Tempo Slowed Down 

The drop in the output of food- 
grains and agricultural raw materi¬ 
als appears to have resulted in fi 
fall of 25 billion yuan in farm 
income between 1959 and 1960. And 
insofar as half of the industrial raw 
materials or about 80 per cent of 
the light industrial raw materials 
come from the agricultural sector, 
the failures in agriculture could not 
but have been a drag on industrial 
production. The impact appears to 
have been particularly significant on 
light industries. Industry as a whole, 
and especially heavy industries, 
however, seem to have registered 
considerable growth. The output of 
certain crucial industrial products, 
such as steel, coal, electricity, metal¬ 
cutting machine tools, cement, sul¬ 
phuric acid, etc, are reported to 
have far exceeded the Second Plan 
targets in 1960. 

The Chinese planners hoped io 
produce about 10.5 to 12.0 million 
tons of steel by 1962. But in 1960 
itself their blast furnaces, big and 
small. seem to have poured out 


more than 18 million tons of steel, 
though nearly one-third of this 
steel, particularly the low grade 
steel produced in the backyard 
blast furnaces, was later admitteJ 
to be unsuitable for industrial uses. 
The subsequent reorganisation of 
the steel industry weeded out most 
ol these unsound units. Hence, it 
may be reasonable to assume that 
about 12 to 15 million tons of good 
steel was produced in 1960. Simi¬ 
larly, the production of coal in 
1960 is claimed to have touched 
450 million tons, fulfilling the 
Second Plan target twice over. The 
96,500 units of metal-cutting ma¬ 
chine tools produced in 1960 also 
exceeded the Second Plan target by 
more than half. Power generation 
in the same year exceeded the 50 
billion kWh mark which is over 25 
per cent more than the Second Plan 
target. There appears to have been, 
however, no similar breakthrough 
in the output of light industries such 
as textiles, edible oils, sugar, etc, 
in which production lagged behind 
the Plan targets. The gross value of 
industrial production as a whole is 
reported to have risen from about 
163 billion yuan in 1959 to about 
195 billion yuan in 1960, an in¬ 
crease of about 32 billion yuan. It 
would, therefore, appear that though 
the decline in agricultural output 
was more than offset by the strik¬ 
ing increase in the industrial pro¬ 
duction, the net increase in the na¬ 
tional income was very small. In 
other words, the tempo of Chinese 
economic development was consider¬ 
ably slowed down by the agricul¬ 
tural failures. 

The extreme lopsidedness which 
characterised the Chinese economy 
of 1960, with heavy industry rush¬ 
ing headlong ahead, light industry 
trailing behind and agriculture re- 
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tracing ha steps, put a great strain 
on the organisation of agriculture 
and on the balance of payments. 

The communes, as they were or¬ 
ganised, were admitted to have been 
suffering from “ commandism ” of 
the inexperienced and “blindly op¬ 
timistic" cadres, maladministration 
of the wage-point system, lack of 
incentives fdr the peasant, excessive 
centralisation, etc. The stresses and 
strains caused by such organisation¬ 
al problems seem to have been 
greatly accentuated by the severe 
shortages resulting from natural 
calamities. This necessitated a dras¬ 
tic reorganisation of the communes. 
Under the new arrangements, the 
village ‘production team’ (consisting 
of about 20 to 30 households) 
has been made the accounting 
unit. Originally, the important 
economic decisions, especially those 
relating to the disposal of the out¬ 
put, were centralised in the com¬ 
munes. In 1960 the “production 
brigades’’ (the old co-operatives) 
took over these functions. By the 
end of 1961 there was further 
“atomisation” of the commune u 
a result of which the production 
team was freed from the control of 
the production brigade and was 
made responsible for not merely 
the production but also the distri¬ 
bution of its output. Neither the 
commune nor the production bri¬ 
gade could now use the means of 
production of the team without 
payment. This was a negation of 
one of the basic objectives of the 
communes — to achieve central al¬ 
location of resources. Communes 
now confine themselves to the ad¬ 
ministration of a few local indus¬ 
tries. livestock breeding stations, 
etc. They are financed by contri¬ 
butions from below and grants and 
loans from the state. Production 
brigades are left with fewer func¬ 
tions, such as running the tool as¬ 
sembly and repair workshops, and 
the fowl breeding units. They can 
no longer interfere with the work 
of the production teams. Nor can 
they use the resources of the pro¬ 
duction team without compensa¬ 
tion. Their ability to organise co¬ 
operative labour in busy seasons or 
to undertake joint irrigation, soil 
conservation, afforestation and other 
works is as a result considerably 
limited. They have become “propa¬ 
gandists and collectors’*. They are 
expected to influence the teams 


through persuasion And exa mp le. 
Tbey nave been asked to exercise 
patience till tbe “masses wake up". 

Peasant fanning is net, of course, 
reintroduced. Nor have the commu¬ 
nal mess balls, creches and board¬ 
ing schools become unpopular. But 
private possession of tne "'means of 
subsistence’’ such as houses, furni¬ 
ture, clotlting, bedding and small 
plots of land is now recognised as 
an “inviolable right of tbe peasant 
which will not be encroached upon 
at any time, whether in a social¬ 
ist or a communist society. The farm¬ 
er could now sell his sideline pro¬ 
duction of fruits, vegetables, pigs, 
chicken, etc, raised in his own gar¬ 
den, in the rural fairs which were in¬ 
troduced in the autumn of 1960 as a 
“part of the unified socialist mar¬ 
ket". “Free supply”' is no longer 
the dominant mode of payment to 
the farmers. The “wage-point” sys¬ 
tem is drastically modified in favour 
of a piece-rates system. Thus it 
appears that the excesses of the com¬ 
mune administrators coupled with 
the desperate need to stimulate 
subsidiary farm production, were 
largely responsible for tbe Chinese 
Government taking several steps 
backward in its attempt to commu- 
nise the communes. Indeed, these 
•reversals appear to have put the 
clock back to 1952 or 1953 when 
the bulk of the rural population 
was organised in “mutual aid teams', 
roughly the equivalent of today’s 
production teams. 

Fall in Trade 

Upto 1960, subsidiary farm pro¬ 
ducts were earning a considerable 
part of the foreign exchange re¬ 
quired for the import of essential 
raw materials and capital goods for 
rapid industrialisation. Though the 
export of food grains never exceeded 
two per cent of the aggregate out¬ 
put, together with certain non-food 
items, raw and processed, agricul¬ 
ture provided nearly three-fourths of 
the total value of exports. But this 
could not be sustained. Apart from 
the ever-increasing draft on agri¬ 
cultural supplies made by the ra¬ 
pid growth of population and dome¬ 
stic industries, the calamitous fai¬ 
lure of Chinese agriculture made it 
impossible to maintain this pattern 
of exports. To illustrate, the quota 
of foodgrains export .Fixed for 1960 
was about four million tons. But 
most of the contracts had to be 


cancelled in view of the shortfalls 
in agricultural output in that year. 
Instead Uuna was anxious to im¬ 
port rice from Burma and wheat 
from Canada and Australia. Tbe 
continued hostility of nature com¬ 
pelled Uuna ..to import aoout 5.5 
million and 3.1 million tons of 
foodgrains in 1961 and 1902 res¬ 
pectively from various countries. In 
1902 sue entered into contracts with 
France also for tbe delivery of 
about one million tons of wbeat, 
bar»ey, etc, over the next three yean>. 
Presumably, part of these imports 
was to rebuild butter stocks wuich 
seem to have been exhausted by 
1960. These transactions involved 
a serious drain on her slender for¬ 
eign exchange resources which com¬ 
pelled her to cut down her other 
imports. At the same time her 
trade with Kussia declined by 20 
per cent in 1960. The decline was 
even more pronounced in the fol¬ 
lowing year (about 45 per cent). 
The import of factory equipment 
from Kussia declined from about 
£ 180 million in 1960 to about £ 40 
million in 1961. It is difficult to 
assess to what extent this declins 
was due to the Smo-Soviet ideolo¬ 
gical conflict that has grown shar¬ 
ply since 1959. Insolar as this ten¬ 
dency was operating with regard to 
Her trade with most other coun¬ 
tries, it would appear that the vuln¬ 
erability of Chinese exports to the 
vagaries of nature was also respou- 
ponsible for the decline in her trade 
with the Soviet Union. 

There is no unanimity of opinion 
as to the extent of food scarcity in 
China in recent years. Some are 
prone to exaggerate the difficulties 
encountered by China on the food 
front. But sober analysis such as 
that of Edgar Snow indicates that 
while there was malnutrition, 
there was no starvation even in the 
most difficult years. And by 1962 
food supply had begun to recover. 

The total consumption of food- 
grains in 1957 was about 160 mil¬ 
lion tons on the basis of the nor¬ 
mal caloric intake. Of this, urban 
consumption accounted for about 
25 million tons, the balance of 135 
million tons being attributable to 
rural consumption. Over the Second 
Plan period, urban demand for 
foodgrains was expected to grow by 
about 55 per cent, i e, at the cumu¬ 
lative rate of about 7.6 per cent 
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49 y# ars • • • not ot?cn a scratch 


The rate of industrial accident* in India has increased from about 
24 per thousand worker* in 1936 to about 44 in 1959. Every 
year, over 93,000 worker* are involved in accident* and 250 live* 
ere lo*t. A!»o wasted annually are a million man-hours —enough 
to produce 170 broad gauge locomotive* or 700 coaches for the 
Indian Railway*. 

Safety Ha* always been Tata Steel's watchword as efficiency is 
hardly possible without it. ‘No-accident month' as an annual 
feature, safety exhibitions, training in safety, safety awards, safet 
working condition*, a continuing campaign under the direction 
of joint councils to turn safety into a habit... these are some 
of rhe mean* adopted in Jamshedpur to prevent accident* 
in thr Plant. 

Safety, however, depends largely on the worker himself because 
about 75 per cent of industrial accident* are found to be caused 
by human negligence. This is where men like Jimuna Dube, the 
oldest employee in Tata Steel, come in. He haa worked for 
49 years without ever sustaining an injury, not even a scratch 

The importance of safety was one of the first things that 
Jamshedpur taught Dube when he arrived in the Steel City 
half-a ccntury ago ... a city where industry is not merely a source 
of llvelihooa but a way of life. 
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per annum. The corresponding in¬ 
crease for the rural sector was ex¬ 
pected to be about 20 per cent i e, 
about 3.5 per cent per annum. At 
these rates, the rural and urban de¬ 
mand for foodgrains for I960 would 
have been aiound 150 and 30 mil¬ 
lion tons respectively. 

It is evident that foodgrains 
output during 1957-59 exceeded 
this figure by a substantial margin. 
After allowing for export which 
was but a small part of the aggregate 
output, w« could safely assume 
that the Chinese Government had 
built up a buffer of about 20-40 
million tons out of the bumper crops 
in the previous years. It may be 
that the annual grain output in 
1960 and 1961 was in the neigh¬ 
bourhood of about 150 million 
metric tons. It, therefore, appears 
that when the reserves are taken 
into account, the deficit in food 
supply in these years may not have 
exceeded 10 per cent of the normal 
requirements. It is true that sonv'. 
areas were subjected to total fail¬ 
ure of crops and owing to the enor¬ 
mous strain on the limited means 
of transportation, scarcity affected 
some localities more acutely than 
others. But the widespread net¬ 
work of rationing and the rigorous 
check on unplanned migration 
of population saved China from 
starvation. 

The impact of the agricultural 
crisis was also felt on the finances 
of the Government. Agricultural 
taxes constituted about 22 per cent 
of the tax revenue or about 11 peT 
cent of the overall budgetary re¬ 
sources during the First Plan peri¬ 
od. Already, the autarchic tend¬ 
encies growing in the communes 
had somewhat reduced the revenues 
of the state. Tax remissions neces¬ 
sitated by the widespread natural 
calamities meant further decline in 
the tax proceeds from agriculture. 
This in turn must have had a re¬ 
straining influence on investment 
activities. 

Shift in Industrial Policy 

The cumulative effect of the re¬ 
percussions of the agricultural 
failures caused a noticeable change 
in industrial policy. Such a change 
was indicated in the new slogan of 
“walking on two legs”, namely, in¬ 
dustry and agriculture. During 
the First Plan period, hardly more 


than 8 per cent of die total 
capital investment had gone into 
agriculture. Of course, this excludes 
investment by the communes amo¬ 
unting to about 10 billion yuan 
which was outside the Plan. Agri¬ 
culture received better attention in 
the Second Plan, claiming about 
10 per cent of the total capital in¬ 
vestment — the volume of invest¬ 
ment being about 2 \ times that in 
the First Plan. In addition, about 
15 billion yuan worth of investment 
is said to have been undertaken 
during 1958-59. 

The increased investment was not, 
however, sufficient to insulate Chi¬ 
nese agriculture from the natural 
disasters. Consequently, additional 
diversion of resources from heavy 
industries was necessitated. However, 
as a consequence, the development of 
light industry and handicrafts and of 
industries that assist agricultural 
production was stimulated. The pro¬ 
duction of agricultural machines 
and tools, drainage and irrigation 
equipment, chemical fertilisers and 
insecticides, appear to have been 
stepped up. TTie stock of tractors 
seem to have reached about 150,000 
by the end of 1962; tractor parts 
factories and repair shops sprung 
up all over China. The “aid to 
agriculture” policy is an attempt to 
correct the imbalances in the eco¬ 
nomy which were brought into sharp 
focus during the lean years in agri¬ 
culture. It would, therefore, appear 
that even though the overall natio¬ 
nal income and investment targets 
of the Second Plan may be realised, 
the actual pattern of investment 
and output is likely to be different 
from that envisaged in the Plan. 

The stress and strain to which 
the Chinese economy was subjected 
by the failure of agriculture also 
exposed China’s limitations in the 
event of a long drawn-out military 
conflict. It is true that China’s 
present capacity for steel produc 
tion exceeds 18 million tons. When 
allowance is made for inferior steel. 
China can still claim to be produc¬ 
ing about 12 to 15 million tons of 
good steel. It is also claimed that 
bv 1959 China produced 500 types 
of steel and 6.000 types of rolled 
steel. She may be in a position, as 
claimed, to fabricate complete sets 
of textiles and paper making and 
sugar refining equipment. She also 
produces power generating and me¬ 


tallurgical equipment, motor vehi¬ 
cles, tractors, and perhaps even jet 
planes. To this extent, the Chinese 
economy has undoubtedly become 
stronger. At the same time, it is 
inconceivable that China has a glut 
of steel which she could use in 
wasting warfare, It appears that 
the expansion of the steel consum¬ 
ing heavy industries hag kept pace 
with the expansion in steel capa¬ 
city. The process of attaining self- 
sufficiency in industrial fabrication 
is also likely to have been slowed 
down on account of the drastic cuts 
in essential imports, especially 
from the Soviet Union. Though 
chemical industries have been 
accorded greater attention in recent 
years there is no noticeable break¬ 
through in this important direction. 

Transport bottlenecks continue 
to be serious in China. At the 
beginning of the communist regime 
China possessed not more than 
22,000 kilometers of railways and 
80,000 kilometers of roads. In the 
First Plan transport and communi¬ 
cations seem to have claimed about 
16 per cent of the net capital in¬ 
vestment, of which nearly two-thirds 
seem to have gone into railways. 
Despite this, the extension haa been 
more impressive in roads than in 
railways, their respective length in 
1959 being about 31,000 and 
400,000 kilometers. Over the first 
decade of communist government 
in China the freight carried by 
lorries has increased 27 times 
whereas the corresponding multiple 
for railways and tugboats is only 
ten. Roads thus constitute the 
principal means of transportation. 
With all this claimed progress the 
transport system in China was 
acutely strained by the ‘Great Leap 
Forward’ as well as the subsequent 
agricultural failures. 

Petroleum Shortage 

In the event of a prolonged con¬ 
flict with India at least one million 
Chinese (on a conservative estimate) 
will have to be maintained on the 
Sino-Indian borders. To feed, 
clothe and equip them at least six 
trains load of supplies may have to 
be moved every day over a distance 
of about 2,000-3,000 miles. Given 
a trunk line the task of clearing 
six trains a day is easy enoughs 
But, according to available reports, 
there is no such line in existence. 
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In i960 the Chine* seem to have 
begun an ambitious 1,000-mile rail¬ 
way Unking Lanchow (in Kansu 
province) with Lhasa through 
Chamdo in Eastern Tibet. But as 
soon as it reached Chamdo they 
seem to have suspended work on the 
project. Apart from the farm cri¬ 
sis, the technical difficulties involv¬ 
ed in negotiating several mountain 
ranges and the very large unpro¬ 
ductive investment involved may 
have prompted the Chinese to post¬ 
pone the project. It is reported 
that the Chinese have recently re¬ 
sumed work on this project. 

The effective lines of supply ex¬ 
isting to-day are the three major 
roads 2.270, 2,100 and 1,210 kilo¬ 
meters long linking Tibet with the 
neighbouring provinces of Sikiang, 
Chunghai and Sinkiang respectively. 
Construction is also due to begin 
on the Lhasa-Kathmandu highway. 
It is possible that a fairly wide net¬ 
work of roads exists between the 
Indian borders and the neighbour¬ 
ing provinces in China. But, to do 
the work of six trains over thous¬ 
ands of miles, 2,000-4,000 trucks 
will have to ply up and down these 
roads carrying military supplies. 
China may have the capacity to 
produce the requisite number of 
trucks*. But, apart from the costs 
involved in maintaining the roads 
in good repair, operating such a 
large fleet of trucks would make a 
considerable draft on oil which 
continues to be scarce in China. 

There is no indication that China 
exceeded the modest target of about 
5-6 million tons of crude petroleum 
set for the Second Plan, But there 
has been an all-round increase in 
the demand for oil. It is reported 
that China maintains about 3,000 
combat-ready jet planes which con¬ 
sume a large quantity of aviation 
spirit most of which has to be im¬ 
ported. Hitherto two-thirds of 
China's total oil requirements were 
met by imports from the Soviet 
Union and Rumania. Whether these 
supplies will continue is a matter 
for speculation. Bui there is hardly 
any alternative source of oil supply. 
China has been quite friendly with 
some oil-rich countries like Indo¬ 
nesia and Iraq (during the Kassem 
regime). But, so far, she has not 
SHCceeded in tanning these sources. 
In Iraa at least Kassem’s overthrow 
i V«m3 subsequent political develop¬ 


ments have been clearly unfavour¬ 
able to China. And Indonesia has 
her own large military demand for 
oil. The prospect of importing oil 
from non-communist sources appears 
rather bleak for China. 

Large quantities of rubber are 
also needed for maintaining China’s 
fleet of motor vehicles, tractors, etc. 
China does not produce any rub¬ 
ber. Nor can her chemical indus¬ 
try yet produce synthetic rubber in 
requisite quantities. Therefore, the 
bulk of the rubber has to be im¬ 
ported. But her trade with rubber- 
rich Malaya is reduced to nothing. 
Ceylon exported about 31,000 met¬ 
ric tons of rubber to China in 1962. 
She has also entered into a five-year 
contract under which she has agreed 
to export 33,000 metric tons of 
rubber annually from 1963. Indo¬ 
nesia exported more than a billion 
rupiah worth of rubber to China in 
1962. But such supplies are likely 
to be sensitive to the diplomatic 
weather. 

From the above it appears rea¬ 
sonable to conclude that, apart from 
the serious repercussions of the 
inter-sectoral imbalances which have 
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become acute in recent yea**, -de¬ 
manding major modifications Ja 
agricultural organisation and in¬ 
dustrial policy, the persistence of a 
few strategic shortage* will con¬ 
tinue to exercise a restraining in¬ 
fluence on Chinese intentions on 
our border, at least for some time 
to come. 

Notes 

' Kung-Chia Yeh, “ Preliminary Esti¬ 
mate of the National Income of the 
Chinese Mainland 1952-59 ”, Papers 
and Proceedings, American Econo¬ 
mic Association, May 1961, p 490. 

j Edgar Snow, " Facts about Food in 
China ”, Monthly Review, Novem¬ 
ber 1962, p 351. 

3 Import of foodgrains alone cost 
China about $ 230 million and 
$ 131.6 million respectively in 1961 
and 1962. 

1 China’s exports to and imports 

from the Soviet Union (in $ mil¬ 
lion : converted at the rate of 2.52 
new roubles = £ ]) were as follows: 

1959 1960 1961 

Exports 393.0 302.9 197 

Imports 340.9 291.2 131.2 

<■ The output of trucks was about 
7,000 in 1957. It is likely that 
there has been considerable expan¬ 
sion in the capacity in the Second 
Plan. 


N°, official statistics have been re¬ 
leased for China’s foreign trade 
since 1958, but some information 
can be obtained about this from tin- 
trade returns of other countries. It 
appears from them that China’s ex¬ 
ports and imports, which are kept 
in fairly close balance, both reach¬ 
ed a peak value around $ 2.2 billion 
in 1959 but declined by about 6 
per cent in 1960. The UN estimates 
indicate a further decline of one- 
sixth during 1961 followed by a 
small recovery in 196?. 

Agricultural setbacks after 1959 
explain the decline of exports which 
would have been greater but for 
large shipments o? silver bullion to 
pay for badly needed .imports of 
food. Imports of capital goods were 
sharply reduced for the same pur¬ 
pose. Exports of silver are reflected 
in. the rise of UK imports from 
China after 1959 from $ 55 million 
to $ 87 million in 1961, although 
they seem to have fallen in 1962. 
Reduced imports of capita) goods 
are reflected in the decline of ex¬ 
ports from West Germany and the 
United Kingdom from an aggregate 
of $ 198 million in 1959 to * 67 


China’s Foreign Trade 

million in 1961. The rise of food 
imports, mostly grain, is reflected 
by the rise of exports to China from 
Canada, Australia. New Zealand and 
South Africa from $ 51 million, in 
1960 to $ 290 million in 1961, with 
little apparent fall in 1962. 

The decline of trade with Japan 
after 1958 followed the ending of 
unofficial agreements under which 
this trade had been conducted. 
There were signs of reviving trade 
in 1961, and of a substantial re¬ 
covery in 1962. In November a 
trade memorandum was concluded 
between the two countries providing 
for the long-term development of 
trade between them on a compre¬ 
hensive basis. In the first five-vear 
period the average annual total of 
exports and import? was to reach 
8100 million a year; China will 
exchange coal, iron ore, tin, soya 
beans, maize and salt, along with 
other goods for Japan’s chemical 
fertiliser, insecticides, farm imple¬ 
ments and machinery, rolled steel 
and other products. — Economic 
Survey of Asia and the Far East, 
1962, U N. 
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A Century and a Half of Economic Stagnation 

in India 

V V BtlAtt 


All available data n 
during the period 1800-1950. /: 
and 1925-29. 


test that the Indian economy was passing through a phase of, stagnation 
lid’s per capita income probably declined by about 30 per cent between 1688 


Further, at the beginning of the nineteenth century there was fulleii employment than there is 
even today. But the decline of handicrafts in the nineteenth ceritury threw out of employment a very large 
number of people. 

During a course of lectures delivered in Edinburgh in 1879 and 1880, William. Wilson Hunter, who 
war at that time perhaps the best informed British analyst of Indian social and economic affairs, said: 

u After a minute comparison of rural India at present with the facts disclosed in the manuscript re¬ 
cords, I am compelled to the conclusion that throughout large tracts the life is harder than it was when the 
country passed irito our hands." 

This conclusion probably remained true even 'till the advent of Independence. 

[This paper is based on a series of lectures delivered by the author as Visiting Professor at the M S 
University of Baroda and forms a part of his forthcoming book, “Aspects of Economic Change and Policy 
in India: 1800-1960” to be published by Allied Publishers, Bombay.] 


THE nineteenth century was a 
century of revolutionary econo¬ 
mic growth in many countries of 
Western Europe, United States and 
even Russia, all of which, according 
to Rostowcompleted the stage of 
“take-off” into self-sustained growth 
before the end of the century or at 
the latest, as in the case of Russia, 
by 1914. Indian development was 
arrested during this period and her 
relative economic position thus 
deteriorated. This process of econo¬ 
mic stagnation in India has been 
attributed by some Western econo¬ 
mists and economic historians to 
the restrictive role of religion, and 
social attitudes and social institu¬ 
tions, which, it is asserted, were res¬ 
ponsible for the lack of entreprene¬ 
urial ability without which no 
growth is possible. Some have found 
the reason in the “enormous” 
growth of population. Most of them 
mention the retarding effects on 
development of state economic poli¬ 
cies; however, this factor is consi¬ 
dered to be of smaller importance 
than the other factors. For example, 
Vera Anstey considers excessive in¬ 
crease in population and the uneco¬ 
nomic outlook of the people to be 
of much more significance than 
state economic policies 2 , Buchanan" 
considers social organisations and 
state economic policies as factors of 
equal importance in explaining 
Indian economic backwardness and 
thi* is also the view of Kingsley 


Davis 4 , who in addition mentions 
“the gradually evolving demogra¬ 
phic situation” as also one of the 
“reasons for retardation”. 

Some writers like Baden-Powell * 
and Darling" explained in 1882 
and 1925 respectively India’s pover¬ 
ty in terms of over population only. 
Habakkuk ’, while trying to explain 
the difference in development in 
India and Japan, attributes India's 
economic backwardness to the 
character and quality of the native 
entrepreneurs. Knowles" attributes 
India’s poverty solely to her religi¬ 
ous and social structure; state eco¬ 
nomic policies, according to Know¬ 
les, fostered rather than retarded 
economic development. 

Since it would not be possible to 
measure economic change after 
1800 without reference to the state 
of the economy during and at the 
end of the eighteenth century, and 
since an eminent British historian 
has argued that India’s economic 
conditions were much worse during 
the eighteenth century than during 
the nineteenth century, it would be 
proper to refer to the economic con¬ 
ditions during and at the end of the 
eighteenth century in India. 

n 

The Economy at the End of the 
Eighteenth Century 

No systematic quantitative data 
are available about the state of the 


Indian economy during and at the 
end of the eighteenth century. The 
main source for whatever quantita¬ 
tive and qualitative data are avail¬ 
able is the outstanding work on 
Indian economic history by Rotheah 
Dutt». 

Romesh Dutt draws the picture of 
the Indian economy at the turn of 
the eighteenth century on the basis 
of the valuable records of Fran¬ 
cis Buchanan, the first statistical in¬ 
quirer employed by the British 
Government in India, who travell¬ 
ed widely in the whole of India 
during 1800 to 181$k The diary of 
his journey in Sohth India was 
published in 1807 in three quarto 
volumes 10 and the record of his 
investigation into the economic 
conditions of North India, was 
published by Montgomery Mar¬ 
tin, 11 the historian of British colo¬ 
nies and a thoughtful and careful 
writer on Indian subjects, in three 
volumes in 1838. 

From Buchanan’s records, it be¬ 
comes quite clear that India, by 
the end of the eighteenth century, 
had attained a high degree of 
development in not only agricul¬ 
ture but also a wide variety of 
industries. She wag both an agri¬ 
cultural as well as a manufactur¬ 
ing economy. Agriculture was 
flourishing under its industrious 
and resourceful peasantry and the 
wire irrigation policies of the 

m9 
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'V Indian rulers. Spinning and 
weaving were the national indus¬ 
tries down to the commencement of 
the nineteenth century. “The 
spinning-wheel and the handloom", 
writes Romesh Dutt,' 2 “were 
universally in use; and k is scarce¬ 
ly an exaggeration to state that 
nearly half the adult female 
population in India eked out the 
incomes of their husbands and 
their father* by the profits of their 
labour’'. Connected with the 
weaving industry was the impor¬ 
tant industry of dyeing and the 
manufacture of gold and silver 
thread and cloth. Building, 
bricklaying, and lime manufacture, 
carpentry, pottery, mats, bracelets, 
leather-works, copper, tin and iron 
works, ship-building, sugar and 
> salt manufacture, indigo manu¬ 
facture, stone-cutting, gold and 
silver works, paper manufacture, 
and perfumery were the other im¬ 
portant industries, India produced 
manufactured goods not only for 
home-consumption but also for ex¬ 
port. 

Agricultural Techniques 

The skill and technique of the 
peasantry and the craftsmen were 
of a high order Even as late as 
1889, Dr Voeleker,’ 1 * Consulting 
Chemist to the Royal Agricultural 
Society of England, who was dr 
puted to India to make inquiries 
and suggest improvements in Indian 
agriculture, wrote; 

“ ... on one point, there can be 

no question, via. that the ideas gene¬ 
rally entertained in England, and of¬ 
ten given expression to even in India, 
that Indian agriculture is, as a whole, 
primitive and backward, and that 
little has been done to try and remedy 
it, are altogether erroneous ... at 
his best, the Indian Ryot or cultiva¬ 
tor. it quite as good as, and in some 
reapects the superior, of the average 
British farmer. Nor need our British 
fanners be surprised at what I say, 
for it must be remembered that the 
natives of India were cultivators of 
wheat centuries before we In England 
were- It is not likely, therefore, that 
theitr practice should be capable of 
much improvement. What does, how¬ 
ever, prevent them from growing 
larger crops is the limited facilities 
to which they have access, auch as 
the supply of water and manure. 
But. to take the ordinary acts of 
husbandry, nowhere would one find 
better instances of keeping land scru¬ 
pulously clean from weeds, of in¬ 
genuity in device of water-raising 
appliance*, of knowledge of soils and 
their capabilities, as wall as the exact 
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time to sow and to reap, as one 
would in Indian agriculture, and this 
is not at its best alone, but at its 
ordinary level. It it wonderful, too, 
how much is known of rotation, the 
system of mixed crops and of fallow¬ 
ing. Certain it is that I, at least, 
have never seen a more perfect pic¬ 
ture of careful cultivation, combined 
with hard labour, perseverance, and 
fertility of resource, than I have 
seen in many of the halting-places in 
my tour 

Manufacturing Skills 

Prof Weber 11 writes: 

“ The skill of the Indian in the 
production of delicate woven fabrics, 
in the mixing of colours, the working 
of metals and precious stones, the 
preparation of essences and in all 
matters of technical arts, has from 
early times enjoyed a world-wide 
celebrity. . . . Mummies in Egyptian 
tombs, dating from 2000 B C have 
been found wrapped in Indian mus¬ 
lin of the finest quality. The miiR- 
lins of Dacca were known to the 
Greeks under the name of Gangetika 
There was a large consumption of 
Indian manufactures in Rome. This 
is confirmed by elder Pliny, who 
complained lhat vast sums of money 
were annually absorbed by rommerce 
with India. . . . Thus it may be safe 
lv concluded that in India the arts 
of cotton spinning and cotton weav¬ 
ing were in a high state of profici¬ 
ency two thousand years ago . . 
cotton weaving was introduced into 
England only in the seventeenth 
century 

Writes Lecky”: 

“ At the end of the seventeenth 
century great quantities of cheap and 
graceful Indian calicoes, muslins and 
chintz* were imported into England, 
and they found such favour that the 
woollen and silk manufacturers were 
seriously alarmed. Acts of Parlia¬ 
ment were accordingly passed in 170D 
and in 1721 absolutely prohibiting, 
with a very few snecified exceptions 
the employment of printed or dyed 
calicoes in England, either in dress 
or in furniture, and the use of an\ 
printed or dyed goods, of which 
cotton formed any part ", 

“In the first four years of the 
nineteenth centurv”. writes Romesh 
Dutt 18 , “in spite of all prohibitions 
and restrictive duties, six to fifteen 
thousand bales o r cotton piece 
goods were annually shipped from 
Calcutta to the United Kingdom’', 

As regards iron manufactures. 
Professor Wilson” writes: “casting 
iron is an art that is practised in 
this manufacturing country (Eng 
land! only within a few vears. 
The Hindus have the art of smelt¬ 
ing iron, of welding it, and of 
melting steel, and have had 
these arts from time imme- 
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morial”. Ranade 18 wrote in 1892; 

The iron industry not only sup¬ 
plied all local wants, but it also en¬ 
abled India to export its finished pro¬ 
ducts to foreign countries. The quali¬ 
ty of the material turned out had 
also a world-wide fame. The famous 
Iron Pillar near Delhi, which is at 
least fifteen hundred yean old, indi¬ 
cates an amount of skill in the manu¬ 
facture of wrought iron, which has 
been the marvel of all who have 
endeavoured to account for it. Mr 
Bell (late of the Geological Survey 
of India) admits that it is not many 
years since the production of such a 
pillar would have been an impossi¬ 
bility in the largest factories in the 
world, and even now, there ore com¬ 
paratively very few factories where 
such a mass of metal could be turn¬ 
ed out. Cannons were manufactured 
in Assam of the largest calibre, 
Indian wootz or steel furnished the 
materials out of which Damascus 
blades with a world wide reputation 
were made; and it paid Persian mer¬ 
chants in those old times to travel 
all the way to India to obtain these 
materials and export them to Asia. 
The Indian steel found once consi¬ 
derable demand for cutlery even in 
England. The manufacture of steel 
and wrought iron had reached a high 
perfection at least two thousand 
years ago ”, 

Regarding the art of ship-build¬ 
ing, Rigby 1 " wrote in 1901, “A 
hundred years ago, ship-building 
was in so excellent a condition in 
India that ships could be (and 
were) built which sailed to the 
Thames in company with British- 
built ships and under the convoy 
of British frigates”. 

The Governor-Genera I, Lord 

Wellesley, 20 reporting in 1800 to 
his masters in I^eadenhall Street. 
London, wrote: 

“ The Port of Calcutta contains 
about 10,000 tons of shipping* built 
in India, of a description calculated 
for the conveyance of cargoes to En¬ 
gland . . , From the quantity of pri¬ 
vate tonnage now at command in 
the port of Calcutta, from the state 
of perfection which the art of ship¬ 
building has already attained in Ben¬ 
gal (promising a still more rapid 
progress and supported by abundant 
and increasing supplies of timber), 
it is certain that this port will always 
he able to furnish tonnage to what 
ever extent may be required for con¬ 
veying to the port of London the 
trade of the private British merchants 
of Bengal ", 

Irrigation Techniques 
Regarding the ability of Indians 
in the engineering field. Sir Charles 
Trevelyan, 21 who was Governor of 
Madras before 1863 and was the 
finance Minister of India from 1863 
to 1865, told the Parliamentary 




Select Committee on Indian Finance 
in 1871, “They (Indian*) bav* 
shown practical talent (in engineer¬ 
ing) ; end on the main point of all, 
that, of irrigation, nothing can be 
better than the ancient irrigation 
works of Southern India; in fact, 
they have been a model to our¬ 
selves. Sir Arthur Cotton is merely 
an imitator, on a grand scale and 
with considerable personal genius, 
of the ancient native Indian engi¬ 
neers”. 

Regarding the aptitude and capa¬ 
city of Indians for industrial pur¬ 
suits, Mr Campbell 22 wrote in 1852, 
“■... the great mass of the Indian 
people possesses o great industrial 
energy, is well fitted to accumu¬ 
late capital, and remarkable for a 
mathematical clearness of head, 
and talent for figures and exact 
sciences. Their intellects are 
excellent”. 

Finally, one can do no better 
for giving an idea about the high 
degree of technical skill of Indians 
and the industrial development of 
India up to the end of the eigh¬ 
teenth century than quote from the 
Report” of the Indian Industrial 
Commission, headed by Sir T 11 
Holland. The Report says that 
“At a time when the west of Europe, 


However, such data are sot avail¬ 
able on a systematic and compar¬ 
able basis. There are, of course, 
various estimates of India’s na¬ 
tional and per capita income for 
various years. The first such esti¬ 
mate was made in 1878 for the 
year 1867-68 by D&dabhai Naoro- 
ji,” the most outstanding of the 
Indian public figures throughout 
the half century before World War 
1, This pioneering estimate Was 
followed by various official and 
non-official estimates for different 
years. 

William Digby's estimates re¬ 
lated to the years 1850, 1880 and 
1899, while Atkinson estimated per 
capita income for the years 1875- and 
1895. The Government of India’s 
estimate for the year 1882 was pre¬ 
pared by Major Evelyn Baring and 
David Barbour, while that for the 
year 1901 was made by Lord 
Curzon. 

All these estimates,” however, are 
based on very inadequate data 
and even the methodological 
assumptions are not the same for 
the different estimates. Further, 
some of them are also affected by 
the personal bias of the estimator. 
Because of these reasons, these 
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estimates are not comparable. 
However, all these estimates may 
broadly indicate the trend in per 
capita income during the latter 
half of the nineteenth century 
particularly if the persona) bias of 
the estimator is removed by com¬ 
bining two or three estimates for 
years fairly dose to each other and 
made by persons with dissimilar 
bias and after the estimates are 
made comparable by converting 
them in real terms. 

Real Per Capita Income 

The per capita income estimates, 
at current prices, for this purpose, 
are converted into estimates in 
terms of maunds of paddy on the 
basis of the current average price 
of paddy in Bengal and the United 
Provinces, Then Dadabhai Naoro- 
ji’s estimate for the year 1867-68 
is combined with that of Atkinson 
for the year 1875, while Digby’s 
estimate for the year 1880 is com¬ 
bined with that of Baring and 
Barbour for the year 1882. Similar¬ 
ly the estimates of Atkinson, Digby 
and Curzon for the years 1895, 1899 
and 1901, respectively, are com¬ 
bined. Digby’s estimate for the 
year 1850 is left out as it could 
not be combined with any other 


the birthplace of the. modern 
industrial system, was inhabited by 
uncivilised tribes, India was fam¬ 
ous for the wealth o f her rulers 
and for the high artistic skill of 
her craftsmen. And. even at a 
much later period, when merchant 
adventurers from the West made 
their first appearance in India, the 
industrial development of this 
country was, at any rate, not 
inferior to that of the more ad¬ 
vanced European nations”. 

Ill 

Economic Change: 1800—1950 

For the purposes of measure¬ 
ment, a nation’s economic growth 
is defined as sustained increase in 
its total net income or product as 
well as per capita income or pro¬ 
duct at constant prices. 24 

It would be-poanble, therefore, 
to indicate precisely in quantitative 
terms the economic change that 
took place in India, if there were 
systematic, reliable data relating 
to national and per capita income. 


Table 

]: Estimate* 

of Per Capita 

Income in India i 1850 

to 1900 




Price of Paddy 

Per Capita 

Per Capita 



Per Capita 

(Average of 

Income in 

Income 

Year 

Estimated by 

Income 

Madras and 

Terms of 

(at 1B73 
Prices) 



(**) 

UP Prices) 

Paddy 





(Rs per Mound ) 

( Mounds ) 


1850 

Digby 

30.0 


0-150 

32.0 

— 

1867-68 

1875 

Naoroji 

Atkinson 

20.0 1 
30.5 j 

25.0 

1-100 

15.4 

24.35 

1880 

Digby 

22.5 ] 





1882 

Baring and 
Barbour 

27.0 J 

25.0 

1-10-0 

15.4 

24.05 

1895 

Atkinson 

39.5 ’ 

| 




1899 

Digby 

18.0 

29 

2-6-0 

12.7 

23.13 

1901 

Curzon 

30.0 . 

1 




Sources: 

(1) Dadabhai 

Naoroji, "Poverty and Un-British Rule 

in India” 


(London, 1901). 


(2) William Digby, “'Prosperous’ British India” (London, 1901). 

(3) Fred J Atkinson, “A Statistical Review of the Income and Wealth 
of British India” in Journal of the Royal Statistical Society , LXV, 
1902. 

(4) Daniel Thomer, “Long-term Trend* in Output in India’’ in "Eco¬ 
nomic 'Growth: Brazil, India, Japan" edited by Simon Kuznets, 
Wilbert Moore and Joseph Spengler (London, 1955)'. 

(5) Government of Bengal, "Report of the Land Revenue Cotnmi*. 
skin” Vol II (Calcutta, 1940). 

(6) Government of India, Department of Commercial Intelligence and 
Suui*tics, “Index Number of Indian Prices, 1861-1931”, (Calcutta: 
July 1933). 
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estimate by a person with dis¬ 
similar bias. 

The average annual per capita 
income in terms of paddy was 
about 15 maunds for the two years 
1867-68 and 1875 as well as for the 
years 1880 and 1882; however, it 
declined by about 17 per cent during 
the period 1895-1901 (Table 1). 
This declining trend in per capita 
income during the latter half of 
the nineteenth century has to be 
judged in the light of a substantial 
deterioration during the first half 
of the century. There is ample evi¬ 
dence of a non-quantitative nature 
which suggests a significant de¬ 
terioration in the fortunes of the 
manufacturing sector and parti¬ 
cularly the hand textile industry as 
a result of the competition, and 
that too backed by Indian com¬ 
mercial policies unfavourable to 
the Indian economy, from the 
machine-made goods of Lancashire, 
Sheffield and the other centres 
of the British industry. 27 It was 
of this period that a reforming 
Governor-General, Lord William 
Cavendish-Bentinck, reported that 
“the bones of the cotton-weavers 
are bleaching the plains of India”. 28 
In 1840, Sir George Larpent, head 
of an outstanding British house 
trading with India and first Chair¬ 
man of the P & O Line, testified 
before a House of Commons’ 
Select Committee: 2B “We have de¬ 
stroyed the manufactures of India”. 

For the period 1900-1950, there 
are three different estimates of the 
changes in per capita income 80 
(Table 2). Of these three esti¬ 
mates, the one made by Mukerji 
seems to be based on much firmer 
data than the other two. However, 
even Mukerji’s estimates are based 
on some questionable assumptions. 
He has overestimated the rate of 
growth of income from professions, 
domestic services, and house pro¬ 
perty by assuming that its rate of 
increase was the same as that for 
industrial production. Similarly, 
he has overestimated the rate of 
increase in the incomes from “other 
commerce” and “small enter¬ 
prises” by assuming its g-rowth 
rate to be equal to that for com¬ 
mercial activity. Even in spite of 
this overestimation, his estimates 
show an increase of only 12 per 
tent in per capita income between 


TaU* 2t Change* in Per Capita Income in India 
___ (1905-06 to 1915-16 = 100) 

_ ye>n _ Patel Arora & Iyengar Mukerji 

1905-06 to 1915-16 
1916-17 to 1925-26 
1926-27 to 1935-36 
1936-37 to 1945-46 


Soune, : (1) Surendra J Patel, “Long Term Change, in Output and Income la 

India: 1896-1960", in The Indian Economic journal, January, 1958. 

(2) H C Arora and K R R Iyengar, ‘‘Long Term Growth of National 
Income in India, 1901-1956", in “Papert on National Income and 
Allied Topics", Volume I, edited by V K R V Rao, S R Sen MV 
EHvatia and Uma Dutta (Bombay, 1960). 

(3) K Mukerji, "A Note on the Long Term Growth of National In¬ 
come in India, 1900-01 to 1952.53”, in “Paper, on National In- 
come and Allied Topics”, Volume II, (Bombay, 1962). 
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Grom Taxable Income and Income Per Asseisee 1886-1968 

{.Index Numbers at 1952-53 Prices) 


* 

i 



tills 



t 


2 

3 

4 

5 

6 

7 

8 

1886-1890 5 

years 

2,700 

192 

36,871 

266 

18.6 

100 

100 

1891-1895 5 

St 

2,400 

200 

32,590 

308 

20.8 

104 

98 

1896-1902 7 

1) 

2,100 

303 

42.714 

495 

22.4 

158 

116 

1903-1907 5 


4,300 

257 

30,829 

419 

23.6 

134 

84 

1908-1912 5 

1. 

3,400 

264 

26,966 

491 

27.4 

138 

73 

1913-1918 6 


3,200 

402 

30,016 

800 

31.8 

210 

81 

1919-1925 5 

s, 

4,400 

4B9 

18.344 

1,336 

44.8 

255 

50 

1926-1930 5 

It 

4,800 

574 

18,139 

1.580 

40.0 

299 

49 

1931-1935 5 

11 

3,900 

931 

15,760 

3,017 

24.4 

485 

43 

1936-1941 5 

»» 

6,920 

692 

20,669 

1.700 

29.2 

360 

56 

1942-1943 2 

1* 

3,075 

702 

17.871 

722 

50.0 

367 

48 

1944-1946 3 

•s 

3,000 

726 

16,801 

1.298 

66.7 

378 

43 

1947 


3,250 

623 

41,564 

414 

78.0 

325 

39 

1948-1949 2 

,, 

3,060 

590 

12,912 

915 

98.0 

307 

35 

195a 1952 3 

»♦ 

3,240 

616 

11,288 

1,651 

112.3 

321 

31 

1953-1956 4 


4,222 

818 

15,500 

2,110 

99.4 

426 

42 

1957-1956 2 

»» 

2,760 

1,005 

13,339 

1,513 

109.8 

524 

36 

Sources : (1) 

C N 

Vakil, “Financial Developments in Modem India", 1860-1924, 


(2) V K R V Rao, "Taxation of Income in India”, in “Studies in Indian 
Economics", edited by Prof C N Vakil, 1931, 

(3) Government of India, Ministry of Finance, "Income Tax Manual" 
(New Delhi, 1936). 

(4) Government of India, Ministry of Finance, “Report of the Taxation 
Enquiry Committee”, Vol II, (New Dehi, 1953-54). 

(5) Government of India, Central Board of Revenue, “All India Income 
Tax Revenue Statistics” (New Delhi, 1953-54 to 1958-59). 

(6) Government of India, Department of Commercial Intelligence and 
Statistics, “Index Numbers of Indian Prices, 1861-1931” (Calcutta, 
July 1933); and addenda to this publication for the yean 1932 to 
1939. 

(7) Government of India, Office of the Economic Adviser, Ministry of 
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190S*06/19IS~16 to 1936-37/1945- 
46. If the overestimation involved 
in bis estimation procedures is 
allowed for, the rate of growth of 
per capita income would be much 
less. 

Income-Tax Data 

The income-tax data, in fact, 
indicate some decline in per capita 
income. Gross taxable income per 
assessee can be taken as an indicator 
of per capita income. However, 
some adjustments in these data 
are necessary before they can be 
used for inter-temporal compari¬ 
sons. These data are at current 
prices and need to be converted to 
constant prices; they are convert¬ 
ed, for the present purpose, to 
1952-53 prices. Even after this 
conversion, these data may not be 
a good index of trends in per 
capita income because of varying 
exemption limits at constant prices. 
If the exemption limit is lower in 
a given period than in the preced¬ 
ing period, the gross taxable income 
per assessee is also likely to be 
lower during that period as the 
number of assessecs in the lower 
income brackets would be larger. 
Conversely, if the exemption limit 
is higher in a period than in the 
preceding period, the gross taxable 
income per assessee is likely to be 
higher as the number of assessees 
in the lower income brackets would 
be smaller. Further, to eliminate 
the effects of year-to-year fluctua¬ 
tions, the comparison should be 
between the average figures for 
periods of about five years each. 

The exemption limit at 1952-53 
prices was Rs 2,700 for the earliest 
period 1886-90, for which these 
data arc available. For the later 
years, excepting 1891-1902, the 
exemption limit was higher than 
that during 1886-90. This higher 
exemption limit would introduce 
an upward bias in the figures re¬ 
garding gross taxable income per 
assessee for the years 1903 onwards 
as compared to the initial period 
1886-90. In spite of this bias, the 
gross taxable income per assessee 
declined by about 50 per cent be¬ 
tween 1886-90 and 1936-41 and by 
about 65 per cent between 1886-90 
and 1948-49 (Table 3). Of course, 
this substantial decline in gross 
taxable income per assessee may 
have been due to the changes in 
the distribution of taxable income 


and higher rate of increase in the 
number of assessees with lower 
taxable incomes than in that of 
assessees with higher taxable in¬ 
comes. However, it is quite likely 
that this decline in the gross tax¬ 
able income per assessee may have 
been partly due to some decline in 
the per capita income during this 
period. 

Trend of Reel Wages 

Trends in per capita income are 
also indicated by the indices of real 
wages of skilled and unskilled 
labour in the United Provinces. Dr 
Radhakamal Mukherjee 8J has con¬ 
structed an index of real wages for 
the United Provinces for various 
years during the period 1600 to 
1938 on the basis of all available 
historical material. According to 
these estimates, the real wages of 
skilled and unskilled workers in 
the United Provinces were lower 
by 27-29 per cent during 1938 than 
during 1807 (Table 4). 

The trends in the distribution of 
the working force by industry also 
suggest economic stagnation, if not 
decay, during the period 1881 to 
1931. Daniel Thorner,* 2 after a 
careful study of the population 
censuses, has attempted to derive 
comparable data with regard to 
the distribution of male working 
force by industry for the various 
census years. His careful and 
painstaking research shows virtually 
no change in this distribution be¬ 
tween 1881 and 1931 (Table 5). 

All the available data, thus, 
seem to suggest that the Indian 
economy was passing through a 
phase of economic stagnation as 


measured by the various indicators 
and estimates of changes in pair 
capita income during 1850-1950, 
This conclusion appears to be 
quite reasonable even on the basis 
of the current level of per capita 
income as well as the data regard¬ 
ing the per capita income, of coun¬ 
tries like the United Kingdom. As 
Kuanets” suggests, any appreciable 
growth in per capita income during 
the last century or so is unlikely to 
have occurred in countries tike 
India as under the medical and 
sanitary conditions that existed, 
population in many such countries 
could hardly have survived on half 
or even three-quarters of the cur¬ 
rent per capita income. 

On the basis of his study of eco¬ 
nomic growth of various countries, 
Kur.nets suggests’ 4 that a hundred 
years ago international differences 
in per capita income must have 
been both absolutely and propor 

Table 4 : Index Numbers of Real 
Wages of Skilled and Unskilled 
Workers in U P 

(1600 = 100) 



Skilled 

Unskilled 

1807 

69.82 

62.02 

1812-20 

35.98 

23.58 

1850 

52.22 

29.35 

1870 

43.15 

24.97 

1880 

48.13 

25.68 

1890 

36.48 

21.89 

1901-05 

43.26 

2648 

1911 

40.14 

25.91 

1916 

31.19 

26.81 

1928 

33.75 

25.43 

1934 

59.62 

42.98 

1938 

49.06 

45.33 


Source : Radhakamal Mukerier. "The 
Economic History of India 1600-1800” 
(London, 1948). 


Table 5 : Distribution of Male Working Force by Industry, 1881-1931 
(India, Including Burma and Pakistan) 

( Percentages) 




1881 

(All- 

India) 

1881 1001 
(All Pro¬ 
vinces 
and 4 

States) 

1011 

1021 

1931 

Working Force (Males) 


100 

100 100 

100 

100 

100 

(1) Agriculture, Forestry 
Fishing and General 

and 

74 

74 74 

75 

76 

76 

(2)' Manufacture, Mining, 
structioB and Trade 

Con- 

18 

16 16 

15 

15 

15 

(3) Transport and Other Services 

8 

10 10 

10 

9 

9 

Source : Daniel Thomer,' “De-Industrialisation 

in India, 1881-1931’ 

in 

"First 


International Conference of Economic History”, Contributions, (Stock¬ 
holm, 1960), pp 224-225. 

1295 



. •shecim. number jwly ms 


i T ■ ‘ - ’ i ' - 1 - i - -i '..inf' \ k •; ' , 

TKE ECONOMIC W lit 


v donate) y lower than they are today. 
India’s per capita income, there¬ 
fore, could not have been very 
much lower than that of the 
United Kingdom in 1688; in fact, 
historic*) records suggest that 
India’s per capita income by the 
end of the eighteenth century is 
likely to have been more or less 
equal to those of the advanced 
countries of Europe. According to 
Colin Clark’s estimates/ 1 ' the per 
capita income of the United King¬ 
dom in 1688 was 378 in terms of 
International Units; even assuming 
that India's per capita income in 
1688 was 25 per rent lower than 
that of the United Kingdom, it 
could not have been less than 284 
in terms of International Units. 
India’s per capita income was 
about 200 in terms of International 
Units according to Colin Clark*" 
in 1925-29. Thus, then, India's 
per capita income probably de¬ 
clined by about 30 per cent be¬ 
tween 1688 and 1925-29. 

Living Standards 

Even all this evidence relating 
to the per capita income does not 
tell the full story. In 1800, there 
was much fuller employment than 
at present. India was an agricul¬ 
tural as well as a manufacturing 
country by about 1800. In 1880, 
the Famine Commission was struck 
by “the unfortunate circumstance 
that agriculture forms almost the 
sole occupation of the mass of the 
population, and that no remedy 
for present evils can he complete 
which does not include the intro¬ 
duction of a diversity of occupa- 
tions". JIT The decline of handicrafts, 
the results of which were noted by 
the Famine Commission in 1880, 
rendered a considerable number of 
people unemployed or under¬ 
employed. If we bear in mind this 
fact, it would appear that there was 
a substantial decline in the real per 
capita income of a large mass of 
people. 

During a course of lectures de¬ 
livered in Edinburgh in 1879 and 
1880, William Wilson Hunter," 

who was at the time perhaps the 
best informed British analyst of 
Indian social and economic affairs, 
said: “After a minute comparison 
of rural India at present with the 
facts disclosed in the manuscript 
records, 1 am compelled to the 

conclusion that throughout large 

QCjs the life is harder than it was 


when the country passed into our 
hands’’. This conclusion probably 
remained true even till the advent 
of Independence. 
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Role of Incentives in 


Industrialisation 


Bert F Hoaettte 

/n #Ac process of developing a climate for capital accumulation and innovation, the basic deter¬ 
minant variable is in the realm of cultural values. 

The success of Japan in adopting an industrial “ civilisation " must, in large part, be attributed to 
the particular constellation of Japanese cultural values which made the introduction of industry and the 
norms associated with it relatively easy. 

By the same token, the industrialisation process meets with much greater obstacles in India and 
Indonesia, even though both countries have maintained much closer contact with the West for a longer 
time than Japan, and even though, at least in India, obstacles to education and *Westernisation ” of a relative¬ 
ly small group of the population are only slight. 

The culture of India and Indonesia are important factors in the sluggishness with which values 
appropriate for industrialisation are introduced in these countries, 

It is useful, therefore, to regard the system of industrialisation at a cultural complex and the 
development of appropriate incentives for work, accumulation and innovation as an outcome of a process of 
culture change. 


THE first chapter of W A Lewis’ 
book, “The Theory of Econo¬ 
mic Growth”, is titled “The Will 
to Economise”. In introducing this 
subject, he discusses variations 
among different societies in seeking 
out and exploiting economic op¬ 
portunities, and he shows that the 
reasons for these variations lie 
either in differences in the valua¬ 
tion of material goods relative to 
the effort required to get them, in 
differences in available opportuni¬ 
ties for economic progress, or in 
differences in institutions encou¬ 
raging efforts to achieve economic 
ends. The first and the third fac¬ 
tors are closely related with the 
system of incentives relating to 
various forms of economic action. 
1 shall attempt in this brief paper 
to concentrate on some of the 
major incentives required in a 
society undergoing industrial 
growth and expansion, but it will 
be clear from the reference made 
to Lewis’ analysis, that ohserving 
incentives by themselves will give 
us only a partial picture of the 
process, which must further he 
rounded out by consideration of 
other factors, particularly institu¬ 
tional factors, the scope of know¬ 
ledge and communication, and the 
predominant cultural traits of a 
society. 

The development of incentives 
favourable to industrial growth 
usually will and, in fact, probably 
must, occur before the actual pro¬ 
cess of industrialisation gets under 
wav. They are a prerequisite of 


industrialisation and in the schema 
of W W Rostow they would under¬ 
go their major development in the 
“pre-take-off” stage, i e, in a tran¬ 
sitional period in which a society 
still may have little industrial out¬ 
put, but in which the bulk of its 
production is still composed of 
agricultural and other forms of 
primary and handicraft goods. In 
order to experience a favourable 
impact upon economic growth 
and industrialisation three orders 
of incentives must be present in 
some form: (1) incentives to work, 
(2) incentives to accumulate 
wealth, especially in the form of 
capital, and (3) incentives to intro¬ 
duce innovations. It is often said 
that most of these incentives are 
nurtured by a social system in 
which high valuation is placed on 
the maximisation of profit or gain, 
provided that the methods employ¬ 
ed to produce this gain are rational, 
i e. surrounded by a system of legal 
sanctions, accompanied by senti¬ 
ments preventing the. squandering 
of profits once made by conspi¬ 
cuous consumption, and based, up¬ 
on the purposive exploitation of 
opportunities conforming to an 
integrated means-ends scheme. This 
is a not uncommon formulation of 
a generalised set of propositions 
worked out originally by Max 
Weber as an exnlanation of the 
unique pattern of economic deve¬ 
lopment which occurred in northern 
and western Europe, and some 
scholars have thought that such a 
set of attitudes, beliefs, and prac¬ 


tices as were customary among the 
European Protestants, especially 
the Puritans, is a necessary precon¬ 
dition of economic growth and 
industrialisation. 

General Theories of Incentives 

Before entering a discussion of 
the incentives to work (i e, to pre¬ 
fer labour and the income it pro¬ 
duces to leisure), to save, and to 
innovate, I wish to say a few words 
about the two or three general 
theories which have been developed 
on systems of motivation favour¬ 
able to economic growth. All 
these theories have concentrated on 
the crucial and most strategic 

group of the industrialisation pro¬ 
cess; the entrepreneurs. In the 

context of this discussion I wish to 

use the concept of entrepreneur 
not in the sense of business leader 
in a private enterprise economy, 
but as a term designating any per¬ 
son who makes decisions relating 
to the allocation of resources, 
especially the allocation of invest¬ 
ment for productive purposes. In 
other words, entrepreneurs in this 
sense are present also in planned 
economies, though there they are 
not private businessmen, but offi¬ 

cials in a planning commission or 
other centralised governmental 
agency entrusted with allocation 
decisions. 

I am familiar with three general 
theories which attempt to explain 
the conditions under which entre¬ 
preneurs, i e, individuals charac¬ 
teristically making decisions to 
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accumulate capital and to innovate, 
will appear. The earliest is the 
theory of Max Weber which was 
applied explicitly only to a special 
historical episode, the growth of 
western European capitalism, but 
which implicitly may be regarded 
as applicable also to a large num¬ 
ber of other instances. Weber 
considered the source of incentives 
for entrepreneurial activity basically 
to stem from the new religious 
ethic developed hy the Protestant 
reformers. He stressed the im¬ 
portance of Luther’s doctrine of the 
calling, and, above all, of Calvin's 
doctrine of predestination and 
inner-worldly asceticism. In their 
practical application to economic 
activity, these ethical ideas, or 
values tended to become trans¬ 
lated into social action whose ex- 
, ternal appearance was insistence on 
hard work, on sobriety, on rational 
profit-making, and on ceaseless ac¬ 
cumulation not for the purpose of 
ultimate consumption, but as an 
end in itself, 

Weber, Marx and Schumpeter 

It is perhaps noteworthy that 
Karl Marx anticipated this 
result, in part, when he 
wrotr in “Economic and Philo¬ 
sophic Manuscripts" of 1844.: 

“Political economy, this icirncc of 
wealth, is. therefore, simultaneously 
the science of denial, of want, of thrift, 
of saving arid it actually reaches 
the point where it spares man the need 
of either fresh air or physical exercise. 

This science of marvellous industry is 
simultaneously the sr.irnre of asceti¬ 
cism. and its true ideal is the ascetic 
hut extortionate miser and the ascetir 
hut productive slave. Its moral ideal 
is the worker who takes part of his 
wages to the savings-banks and It 
has even found ready-made an abject 
art in which to clothe this, its pet 
idea: they have presented it, batted 
in sentimentality, on the stage. Thus 
political economy —- despite its 
worldly and wanton appearance — 
is a true moral science, the most 
moral of all the sciences. Self-denial, 
the denial of life and of all human 
needs, is its cardinal doctrine". 

There is some exaggeration in 
these words of Marx, but he has 
summarised nbly the dominant 
economic ethic of British industrial 
society of the first half of the nine¬ 
teenth century. But this descrip¬ 
tion. leaves out one important as- 
,pect of the economic ideology, 
which was »lso relatively little 
explored bv Weber, the incentives 
for innovation. Werner Sombart 


and, above all Joseph Schumpeter, 
accepting on the whole, the 
Weberian analysis, have laid great 
stress upon the role of innovation, 
but both contrasted the drive 
towards innovation as an irrational 
element with the rational aspects 
of a work-and-gain ethic. Schum¬ 
peter, in particular, has stressed the 
role of the “visionary" innovating 
entrepreneur, who becomes an 
innovator precisely because of the 
incalculability and unpredictability 
of the outcome of an innovation, 
and Sombart has stressed the same 
idea by speaking of the tension ex¬ 
isting in industrial capitalism bet¬ 
ween “rationalism and irrationalism, 
between the bourgeois spirit and 
the adventure spirit, between pru¬ 
dence and venturesomeness”. 

In brief, the “classical" theory 
of incentives in industrialisation, 
as stated in its fullest form by 
Welter, as anticipated by Marx, 
and as amended by Sombart and 
Schumpeter, distinguishes between 
incentives for work and the ac¬ 
cumulation of savings based on 
rational attitudes related to 
abstinence and self-denial and 
incentives to innovate based on 
essentially irrational ones. 

So far as I am aware, this is the 
only socio-psychological theory re¬ 
lating lo the process of industrial 
growth which lias found fairlv wide 
aeceptance and has been extensively 
discussed in the literature. In 
recent years two other theories, 
derived in part f rom the work of 
Weber, have been enunciated in 
the United States. One is the 
theory of David C McClelland on 
the role of achievement-motivation 
in economic growth and the other 
is E E Hagen's theo'v of reaction 
to subordination. 

Psychological Explanations 

McClelland has expounded his 
view broadlv in Ins recent book. 
“The Achieving Society" as well 
as in a summary essay “The 
Achievement Motive in Economic 
Growth” which was published in 
the recent work on “Industrialisa¬ 
tion and Society", which I edited 
ioirtlv with W E Moore RRsirallv. 
McClelland maintains that entre¬ 
preneurial activitv ig dependent 
upon a high need for achievement. 
i«, a personality or motivational 
structure in which an individual 
is driven to act by a desire to do 
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well, not so much for the sak* of 
social recognition or prestige, but 
for the attainment of an inner 
feeling of having done well. 
Whether or not an individual is 
achievement-motivated depends Up¬ 
on a series of experiences in child¬ 
hood, particularly upon the pattern* 
of childrearing prevalent in a 
society or social class. Hence, 
depending upon the prevailing 
childrearing patterns different 
societies may produce different pro¬ 
portions of highly achievement- 
oriented individuals and if a society 
does produce a large number of 
achievement-oriented individuals, it 
will have an abundance of entre¬ 
preneurs, innovators, and hence 
economic growth. 

Not Derived from Environment 

This sketch is a great simplifica¬ 
tion of McClelland’s theory, but 
stresses its main elements accurately. 
The most important observation 
made by this theory is that the 
incentive for industrial innovation 
and entrepreneurial action does not 
derive from the environment and is 
little, if at all, supported by the 
institutional social framework, but 
that it is essentially a matter of 
personality structure or motiva¬ 
tional disposition of strategically 
placed individuals, and that the 
chief factor responsible for creat¬ 
ing a motivational disposition 
favourable to capital accumulation 
and innovating entrepreneurship 
is the pattern of independence- 
training in childhood. 

It is argued, moreover, that the 
incidence of high achievement 
motivation can be measured by ap¬ 
propriate tests, and McClelland and 
his students maintain that they 
may even correlate the frequency 
i f achievement imagery contained 
in the literature of a society 
at a given time with an ap¬ 
propriately lagged rate of economic 
growth. In brief, it is held that 
the relation between achievement- 
orientation and economic develop¬ 
ment is fundamentally universal, 
may occur at all times and in any 
society, irrespective of its current 
level of economic performance and 
its culture. In other words accord¬ 
ing to this theory any society by 
appropriate child-training practices 
may produce with a lag of one or 
two generations such a large pro¬ 
portion of highly achievement- 



oriented persons that economic 
ueveiupmem will become a maner 
ot course. 

rue Social framewont 

b b nagens tneory ot incentives 
tor industrial development stands 
Between tne classical weoemn 
tneory and tne purely psychological 
tneory ot McClelland. ire deviates 
trom Weber, in tnat he places 
uttie or no emphasis upon the 
religious origin ot an economic 
etnic and stresses primarily me 
psychological conditions determin¬ 
ing certain iorms ol economic, 
especially innovating, behaviour, 
let he deviates from McClelland in 
seeking the chief cause of the new 
innovating behaviour not m the 
personal nistory of the individuals 
engaging in it, but rather in the 
social situation which appears to 
make such behaviour attractive. In 
other words, Hagen argues that the 
presence ot a particular personality 
orientation is a necessary, but not 
sufficient, condition, and that only 
a special socio-structural constella¬ 
tion povides a setting in which in¬ 
centives for innovating behaviours 
will become strong enough to lead 
to actual economic growth. McClel¬ 
land on the contrary would argue 
that any social setting notwith¬ 
standing, a society containing a 
large enough proportion of achieve¬ 
ment-motivated individuals will ex¬ 
perience economic progress. 

The crucial situation which 
Hagen considers envisages that 
innovation depends upon the pre¬ 
sence of a social group which at 
one time had a secure position in 
traditional society, and then under 
new circumstances found that 
place spurned, derogated, or taken 
away by other groups. This change 
in position seems to him to have 
been conducive to bring about 
changes in personality, in creativity, 
values, and world view, which 
stimulate innovation. Or in other 
words, a group, so-to-speak, ejected 
from its former place in the tradi¬ 
tional society, tends to overcome 
its resentment against its loss of 
position in the social order by a 
new form of creativity and feels 
impelled, therefore, to find a new 
field in which to prove its worth, 
since old avenues to accepted 
higher social status have been 
closed to it. 


Klee of >‘N*w Man” 

This tneory is basically a parti¬ 
cular veisiou oi tne oneu aescuoed 
general meuiy or social or cuuuiai 
uewance anu me outcome 01 a Crea¬ 
tive adjustment by tne memoers oi 
a, deviant group m a situation on cl¬ 
ing new opportunities, nence, me 
mcoiy is in. new, nor is u, in my 
opinion, an improvement or m<- 
o»uer tneory. tor i cannot ana rroui 
me cAunipics cited oy nagen, ul« 
rrotesiaiu oissenters in i>rmun, me 
lower samurai in Japan, tne mm 
oquenos m l.oioniDir, or tne cod 
believers in Russia, tnat any oi 
tnem oeiongea to a group which ui 
one nine uad suostantiai privileges 
or specially nigh status and laier 
tost them, so tnat tneir turning to 
innovation and economic emerpnsc 
can he regarded as an aherapt ol 
regaining a lormer hign position m 
society wiucn was lost, in ail tnese 
cases the older proposition ol Marx, 
taken up by many ot his followers, 
including oombartj that the rising 
entrepreneurs ol western Lurope 
were new men , homines novi, 1 e, 
members ol a rising social class 
wnose earlier social position was 
quire low, appears to oe more ap¬ 
propriate tnan the statement trial 
tney were ejected or spurned and 
looked lor entrepreneurial activity 
as a means to regain social status, 
power, alul influence. 

So far I have considered in this 
paper primarily not incentives in 
me narrower sense, but rather the 
general social or socio-psychoiogi- 
cal conditions which create a frame¬ 
work in which incentives for capi¬ 
tal accumulation and innovation 
thrive. Let me now turn briefly to 
a consideration of these incentives 
themselves. Since the success of in¬ 
dustrial development consists in the 
achievement of a high rate of growth 
of material production, it appears 
indispensable for industrialisation 
that certain of the outcomes of in¬ 
dustrial development in themselves 
be valued highly as generalised ob¬ 
jectives. of social action. If there is 
no prestige and power in the acqui¬ 
sition of wealth through industry, if 
there prevail purely ascriptive lie, 
family-derived) norms in determin¬ 
ing high social status, if there is, 
as a consequence, a greatly reduced 
degree of social mobility, it is un¬ 
likely that incentives for industrial 
development depend upon a social 


framework of a certain order, and 
such features as tne widespread use 
oi utouey as a generalised means oi 
exchange, a reasonaoiy mgo uugree 
ot social mobility, a tairiy ntgn cur 
relation between income or weaun 
ana social sutus, ana general aU p- 
port m urn scale oi social values oi 
scientific and technical, acnieveuienl 
are among the necessary conuiuom, 
tor incentives for inaustriai iviauei- 
sntp to Become operative on a sig- 
nmcant scale, in societies wnete 
these leatures ot social structure auu 
values are tacking induatnal deve¬ 
lopment win nave little cnance u: 
success, and it is wormy of note tnat 
in all industrialised societies, wne- 
tner baaed on a free market or on 
planned allocation ot resources, 
tnese leatures are present in a pro¬ 
minent degree. 

.Homely Musi Become 'Materialistic' 
Given such a social framework, 
the incentives lor industrial deve¬ 
lopment are easy to describe : tney 
consist in the attractiveness oi mo 
ney income or of social prestige and 
power. J he problem of the evalua¬ 
tion of incentives favourable to in¬ 
dustrial development then reduces 
to the more general case of how a 
society in which highly ascriptive 
norms prevail and m which power 
and prestige are dependent upon 
traditional evaluations, changes to 
one i n which income and success in 
the productive sphere of social ac¬ 
tion tends to become the predomi¬ 
nant path to prestige and social 
power. Since wealth is an import¬ 
ant ingredient of social status even 
in tradition-oriented societies, it 
might appear that this change is 
simple, but in a tradition-oriented 
society the acquisition of wealth is 
a result rather than a cause of 
power and social prestige, whereas 
“ an industrially thriving society, 

1 causa ^ nexus is the reverse. For 
effective incentives towards indus¬ 
trialisation to become effective, a 
fundamental revaluation of the hier¬ 
archy of social values must take 
place and, generally speaking, social 
actions falling in what Talcott Par¬ 
sons designates as the adaptive (ie 
production-oriented) subsector of 
social action must tend to become 
paramount in determining social 
valuations. 

In other words, as a condition of 
adequate incentives for industrialisa¬ 
tion to become operative, a society 
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must, to a certain extent, become 
“materialistic” that is, it must place 
the acquisition of material gain or 
income or the achievement of cer¬ 
tain production targets as ends in 
thepdselves at a higher, or at least 
equally high level, with other gene¬ 
ralized values of social action. Even 
McClelland, who, as I have men¬ 
tioned, considers the environmental 
factors of small significance says : 

“... Western and Eastern intelle¬ 
ctuals both frequently observe that 
they sincerely hope the East can 
develop economically without losing 
the many valuable features of its 
existing way of life and institutions, 
without becoming ‘materialistic’ like 
the West. To a certain extent such 
sentiments, while admirable in many 
ways, are simply incompatible with 
the psychological requirements for a 
modem society. For instance, peace¬ 
fulness and calm acceptance of life 
as it occurs are virtues the East 
might well wish to maintain and the 
West to acquire, but it is surely non¬ 
sense to think one can maintain those 
values and at the same time develop 
a nation of hustling entrepreneurs 
whose vigorous efforts are absolutely 
essential to economic advance”. 

Incentives under Planning 

Although normally one would 
think that a society in which these 
materialistic values predominate is 
one in which money and money in¬ 
come are the measures of economic 
success, this is not necessary. A 
man’s status may depend on his in¬ 
come or wealth, but it may also 
depend upon his capacity to meet 
production targets. TTiat is for pro¬ 
per incentives towards fulfilling the 
entrepreneurial or capital accumula¬ 
tion functions, to become operative 
it is not necessary that decisions re¬ 
lating to the allocation of resources 
are made by private entrepreneurs in 
pursuit of maximum profit. They 
may be made by planners or gov¬ 
ernment officials, the reward may 
consist in maximisation of produc¬ 
tion of certain types, and the success 
of investment decisions in either 
private enterprise or in planned eco¬ 
nomies may have, as an accessory 
incentive, the promise of status and 
power, regardless of the income 
earned or the output achieved. In 
brief, any set of social valuations 
which confers status, power, and 
prestige on persons who made allo¬ 
cation decisions or innovation deci¬ 
sions, will display the required in¬ 
centives for progressive industrial 
development. 


The problem of work incentives 
is on a somewhat different level. 
It is, of course, true that the need 
of survival provides a strong incen¬ 
tive for work in ail societies. But 
there is a profound difference be¬ 
tween incentives for productive work 
in agriculture, especially on a fami¬ 
ly farm, and as a wage worker in 
a large plant, To be sure, in socie¬ 
ties in which population pressure is 
extreme and in which individuals 
are hard-pressed for sheer physical 
survival, incentives for wage labour 
are primitive: Hunger will drive 
men to the factory gates in search 
for jobs. This happens today in 
Egypt and India, Indonesia and 
other countries in which the supply 
of labour is super-abundant and un¬ 
employment a constant reality. But 
in less extreme situations, there is 
no direct pressure on the part of 
actual or would-be workers in mines 
and industries and plantations. The 
Western colonising powers met with 
this resistance on the part of Ameri¬ 
can Indians in the Caribbean and 
the southern United States and had 
to import slaves from Africa. In 
Ceylon and Malaya, the workers 
on plantations are South Indians, 
and in other parts of Asia they are 
Chinese coolies. Considerable popu¬ 
lation transfers took place in order 
to create an industrial or quasi-in¬ 
dustrial labour force in plantations, 
mines and other large scale indus¬ 
tries in many less developed coun¬ 
tries, since this appeared to be a 
cheaper and more efficient alterna¬ 
tive than to provide sufficient incen¬ 
tives for the native population to 
take up wage work. And in other 
parts of the world where popula¬ 
tion transfer was not practicable 
various forms of taxation or force.! 
labour were used in order to over¬ 
come the resistance of peasant and 
primitive peoples against wage 
i work. 

The ideal objective of these and 
other efforts is, of course, to secure 
a labour force fully committed to 
industrial work and the life of in¬ 
dustrial labour. A fully committed 
worker, is one who has internalised 
the norms of the new productive 
organisation and social system. 
Hence he responds to the normal 
incentives set up by the productive 
organisation and the social system, 
i e, he has become accustomed to 
the demands made on him within 
the industrial nexus and at the same 


time he is motivated to work, to 
increased effort, or to special per¬ 
formance by the customary or “nor¬ 
mal” rewards which the system 
holds out for persons asked to en¬ 
gage in these forms of action. The 
problem of developing incentives 
for industrial labour among pea¬ 
sant and primitive populations, then 
becomes primarily a problem of 
commitment. It would be impoeei 
ble in the context of this brief es¬ 
say to develop a full-fledged account 
of the commitment process and its 
problems, which has been discussed 
in detail in a study by James Slot- 
km, from Field to Factory”, and 
in a collection of essays, under the 
title ‘ Labour Commitment and 

, c,a V han £ e in Developing Areas”, 
edited by W E Moore and A S 
Feldman. All I can do, in conclu- 
won, is to provide a very brief and 
rough sketch of this problem. 

A ‘Committed’ Labour Force 

The commitment process essential¬ 
ly consists in a change of cultural 
values. Some believe that it’s a 
process which has its “built-in" self- 
propelling force, though they would 
admit that it may be powerfully 
stimulated by outside influences. 
Others believe that it is a process 
relying mainly on diffusion of cul- 
tiira! traits from the outside, where 
still others believe that it is a pro¬ 
cess which can he strongly influenced 
and manipulated either by political 
leaders or managers of economic 
enteiTirises. It is quite possible that 
all these views have some validity, 
and that the degree of their vali¬ 
dity varies among developing coun- 
tnes, depending in part on the 
effectiveness of the “demonstration 
effect , in part on the degree of “ex¬ 
posure” to the West, and in part 
on the nature and constellation of 
indigenous values and cultural traits. 
j he commitment process is, thus, a 
function of several variables, among 
them the cultural values in the so¬ 
ciety in which it takes place. Clear- 
y the success of Japan in adopting 
an industrial “civilisation” must, in 
large part, be attributed to the 
particular constellation of Japanese 
cultural values which made the in¬ 
troduction of industry and the 
norms associated with it relatively 
easy. By the same token, the indus¬ 
trialisation process meets with much 
greater obstacles in India and Indo- 
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noma, even though both countries 
have maintained much rioter con¬ 
tact with the We*t for a longer 
tune than Japan, and even though, 
at least in India, obstacles to edu¬ 
cation and "Westernisation” of a 
relatively small group of the popu¬ 
lation were only slight. Here again 
we must suspect that the culture# of 
India and Indonesia are important 
factors in the sluggishness with 
which values appropriate for indus¬ 
trialisation were introduced in these 
countries. Hence, in the commit¬ 
ment process, as well as i n the pro¬ 
cess of developing a climate for 
capital accumulation and innova¬ 
tion, the basic determinant variable 
is in the realm of cultural values. 
This make# it useful to regard the 
system of industrialisation as a cul¬ 
tural complex, and the development 
of appropriate incentives for work, 
accumulation, and innovation an 
outcome of a process of culture 
change. 


Bilateral Trade Agreements 

£ERTAJN institutional factors 
play an important role in 
affecting the level of trade between 
the centrally planned and develop¬ 
ing countries. Some of these fac¬ 
tors arc associated with differences 
in economic and social systems, 
hut not all. In particular, bilateral 
payments arrangements do not 
seem to he an indispensable feature 
of the tiade of the centrally plann¬ 
ed economies: some transferability 
of balances within the area would 
probably help in enlarging the 
scope of trade with the developing 
countries. Closer and more direct 
commercial relations would pro¬ 
bably also be helpful. 

On the other hand, state mono¬ 
poly of foreign trade and the quan¬ 
titative regulation of trade within 
the framework of national plans are 
characteristic of the centrally plann¬ 
ed economies. Existing procedures 
adopted in trade between the cen¬ 


trally planned economies and the: 
developing countries might usefully 
be examined witb a view to ela¬ 
borating agreed rules and standards 
to govern the relations between 
the two groups. On the one hand, 
the present institutional arrange¬ 
ments involve the danger that the 
state monopolies may exploit their 
superior power and centralised de¬ 
cision-making, creating a fear 
among their trading partners of 
unpredictable fluctuations in their 
purchases. On the other hand, the 
state monopolies also have the 
power to enter into long-term trade 
agreements providing for steadily 
expanding exchanges over a sub¬ 
stantial period of years. Long¬ 
term agreements have in the past 
also been used among private en¬ 
terprise countries as a means of 
guaranteeing the demand for pri¬ 
mary commodities. 

— “World Economic Survey 
1962”, United Nations. 
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Peasant Economy as a Category in Economic History 

Daniel Thorner 

Insight into economies like that of India is often hindered by the use of unsound concepts. 

At the level of India as a whole, such terms as “subsistence economy" or “semi-feudal” structure have 
obscured more than they have revealed. 

At the level of the individual rural household, it has been disastrous for investigators in countries like 
India to make believe that the ordinary peasant is a little western-style “ entrepreneur * carrying on a minia¬ 
ture business “enterprise". Yet the hold of western economics over •<academic minds is so powerful that re¬ 
search workers on Asia may still operate toddy in such entrepreneurial terms unwittingly, from sheer habi¬ 
tuation to the concepts in which they have been trained. 

The difficulty arises, in part, from the lack of alternative categories in terms of which they might ope¬ 
rate. We suggest, accordingly, that the time has come to work out sets of better concepts for analysing the 
economies of countries like India, both at the national level, and also at the level of the individual peasant 
household. 

In the present article ive confine ourselves to the economic framework at the national level. Here, as 
against “ subsistence ” or “ semi-feudaT’, economy we define and put forward a concept of “peasant economy*. “ 

We hold that such a concept can be employed usefully not only for countries like India and Indone¬ 
sia, but historically and comparatively for many other countries in Asia, Latin America and Europe. 

In this way the economy and the problems of India can perhaps be situated in a larger context through 
time and space and, we hope, studied more fruitfully. 

As the concept it used here, we term the entire economy of a given country a “peasant economy” if, 
and only if, it satisfies all of the following five criteria : 

(i) Half or more of total production is agricultural; 

fii) Half or more of the toted working force is engaged in agriculture; 

(Hi) Half or more of the agricultural production is carried on by individual peasant families work¬ 
ing their own holdings primarily with the labour of their own family members; 

(iv) An organised state power exists (as distinguished from loose tribal arrangements or decentralised 
feudalism); 

(v) There is a marked city-country difference, with the presence of cities and at least a minimal 
urban population. 

The article concludes with thumb-nail sketches of six cases of “peasant economy” as so defined: 
Tsarist Russia, Indonesia, India, Japan (to the first World War), Mexico (to the inter-war period) and mo¬ 
dern China. 

\This article is a revised and reworked versicn of a paper originally submitted in September 1962 
to the Second International Conference in Economic History, held at Aix-en-Provence. The proceedings of the 
conference will be issued during the coming winter by the Ecole Pratique des Haules Etudes, Sixieme Section, 

Paris, the. publishers being Mouton and Co, Paris and The Hague.) 



PEASANT economies, we. suggest, 
have been and still are a wide¬ 
spread form of organisation of hu¬ 
man society *. Because of their his¬ 
torical persistence, peasant econo¬ 
mies would appear to be well worthy 
of study in their own right and in 
their own terms. When we search 
the literature of agrarian history 
for discussions of peasant economies 
we find them scattered among such 
diverse categories as “subsistence”, 
“feudal”, or “oriental”. In discus- 

* Many writers have utilised the term 
peasant economy to describe the func¬ 
tioning of individual household units. 
We prefer to reserve the term for en¬ 
tire economies having certain charac¬ 
teristics which we shall specify in the 
course of this paper. 


sions of the so-called “under-deve¬ 
loped” areas, peasant economies are 
frequently dealt with as conglome¬ 
rations of “ small-scale ” units or 
“minifundia”. Or they may be rele¬ 
gated to an intermediate or transi¬ 
tion stage between “primitive” and 
“modern” (or “developed") econo¬ 
mies. By contrast, we believe there 
is hope of rich analytical yield if 
we can find a way of treating "pea¬ 
sant economies” as a distinctive 
group. 

For this purpose, it is essential to 
define peasant economy as a system 
of production and to distinguish it 
from other historical systems such 
as slavery, capitalism and socialism. 
We shall accordingly set out a ten¬ 


tative definition of peasant economy, 
and then illustrate it by several ex¬ 
amples. These will show some of 
the varied forms which peasant eco¬ 
nomies have assumed in different 
continents in modern times. Be¬ 
neath the apparent variety we shall 
find in each case a common core. 

Before we specify the determining 
characteristics of peasant economy, 
we should make our level of analy¬ 
sis absolutely plain. We are dealing 
here with the features of the whole 
economy of sizeable countries. Our 
units will be at the scale of king¬ 
doms or empires (Japan, Tsarist 
Russia, China), nations (Mexico), 
and grand imperial possessions 
(India, Indonesia). 
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'•f We exclude from our coverage 
little possessions, tiny state*, and 
sub-regions of larger states. Nor do 
we deal with peasant sectors of eco¬ 
nomies which, taken as a whole, are 
not peasant economies. We do not 
exclude small nations. Quite a num¬ 
ber of them, r g, Ceylon, Paraguay, 
Syria, Sardinia, Ireland and Scot¬ 
land before the Union, have had 
peasant economies, and a few still 
do today. But in the present paper 
we have thought it would he clearer 
if we presented as our examples 
only countries of a substantial size. 

Determining Criteria 

We use five criteria for determin¬ 
ing whether the total economy of a 
given country, nation, or large 
colonial area is to be taken as a 
peasant economy. All five of these 
must be satisfied before an entire 
economy of a given country can be 
termed peasant. Our first two crite¬ 
ria relate to production and work¬ 
ing population. They are intended 
to help distinguish peasant econo¬ 
mies from industrialised economies, 
whether capitalist or socialist. In a 
peasant economy, roughly half of 
the total production must be agri¬ 
cultural; and more than half of the 
working population must be engaged 
in agriculture. In a word, we are 
saying that, to be termed “peasant”, 
an economy must fie primarily agri¬ 
cultural. In a capitalist or a socialist 
state which lias been industrialised, 
there may remain thousands or even 
millions of peasants, but we would 
no longer apply the term “peasant” 
to such an economy, taken ax a 
whole. The question would rather 
become one of the “peasant” sector 
in a non-peasant economy; the set¬ 
ting would then be different, and a 
different level of analysis would be 
required. 

Our third criterion requires the 
existence of a state power and a 
ruling hierarchy of a particular 
kind : one in which the “kinship” 
or “clan” order has weakened suffi¬ 
ciently to give way to a “territorial 
State”. I am not saying that kin¬ 
ship or kin ties have disappeared, 
for that would be absurd. Rather I 
require the passage, in the sense of 
Morel on Egypt, “From Tribe to 
Empire” \ or, in the sense of anci¬ 
ent Greece, the formation of the 
territorial state 8 . The question of 
peasant economies in “feudal” re¬ 
gimes is delicate. So are practically 




all questions involving that ticklish 
word “feudalism” ! If I were to be 
forced to specify now what 1 have 
in mind, 1 would say that I am 
concerned with the economies of 
the feudal monarchical states of 
western Europe in the late 12th and 
13th centuries, rather than with 
those of the disintegrated and prac¬ 
tically non-urban regimes in the 9th 
and 10th centuries. Here, however, 
our fourth criterion also comes into 
play, the rural-urban separation. 

We presuppose, for peasant econo¬ 
mies, the presence of towns, and a 
division or break between these 
towns and the countryside that is 
simultaneously political, economic, 
social and cultural. In practice, or 
belief, or both, the peasants are held 
to be a lesser or “subject” order, 
existing to lie exploited by all con¬ 
cerned. In social terms, this is con¬ 
sidered to be the “natural order”. 
We do not consider an economy to 
be “peasant" unless it contains a 
significant number of towns with a 
definite pattern of urban life, quite 
different from that of the country¬ 
side \ Simply as a rough quantita¬ 
tive indication, we can say that the 
total urban population should 
amount to at least half a million 
pet sons; or. alternatively, that at 
least five per cent of the entire 
population of a given country should 
be resident in towns. By insisting 
that fl peasant economy must have 
towns, we wish to do more than 
establish the mere fact that the eco¬ 
nomy is not purely agricultural. We 
posit a fairly marked degree of divi¬ 
sion of labour in society, and a 
distinct urban concentration of 
artisans, or other industrial and 
intellectual workers of various skills. 
By the same token we presume that 
agriculture is sufficiently developed 
to feed not onlv the peasants and 
the governing hierarchies, but also 
the townspeople. 

Our fifth and final criterion, the 
most fundamental, is that of the 
unit of production. In our concept 
of peasant economy the typical and 
most representative units of produc¬ 
tion are the peasant family hou>-- 
holds. We define a peasant family 
household as a socio-economic unit 
which grows crops primarily by 
the physical efforts of the mem¬ 
bers of the family. The principal 
activity of the peasant house¬ 
holds is the cultivation of 
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their own lands, strips or 
allotments. The households may also 
engage in other activities : foT ex¬ 
ample, in handicrafts, processing, 
or even petty trade. Some members 
ol the family may work, perhaps 
be forced to work, outside the house¬ 
hold from time to time. 'Hie house¬ 
hold may include one or more 
slaves, domestic servants or hired 
hands. But the total contribution 
of these non-family members to ac¬ 
tual crop production will be much 
less than that of the family members. 

In a peasant economy half or 
more of all crops grown will be 
produced by such peasant house¬ 
holds, relying mainly on their own 
family labour. Alongside of the 
peasant producers there may exist 
larger units: the landlord’s demesne 
or home farm tilled by labour 
exacted from the peasants, the 
hacienda or estate ori which the 
peasants may he employed for part 
of the year, the capitalist farm in 
which the hulk of the work is done 
by free hired labourers. But if any 
of these is the characteristic econo¬ 
mic unit dominating the country¬ 
side. and accounting for the greater 
share o f the crop output, fhen we 
are not dealing with a peasant eco¬ 
nomy. We also exclude specifically 
all economies in which the most 
representative agricultural unit is 
the Roman-style slave villa or the 
sugar or cotton-growing slave plan¬ 
tation of more modern times. 

Status of Peasant 

We may state categorically that 
in a peasant economy the peasant 
family members are not slaves. But 
we shall not try to specify whether 
the peasants are serfs, semi-free or 
free. There are, it hnrdlv needs 
saying, other contexts in which this 
question is of the highest import¬ 
ance. For the definition of peasant 
economy, however, the distinction is 
unnecessary, and the effort to make 
it is likely to prove analytically 
sterile. Wp have already indicated 
that in peasant economies the pea¬ 
santry as a group is subject and 
exists to be exploited by others. 
The peasant may very well have to 
work one or more days of the week 
for the baron or the lord of the 
manor. He may also be obliged to 
make payments or presents to land¬ 
lords. functionaries, aristocrats, or 
other important persons. At the 
same time, from the point of view 
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of production, the peasant house¬ 
holds constitute definite — one is 
almost tempted to say “independ¬ 
ent” — entities. Because of this 
duality in their position, these pea¬ 
santries inevitably straddle the line 
between free and unfree. In a sense 
the peasant in such economies is 
simultaneously subject and master. 

Within a particular country at a 
particular time, many varieties or 
blends of freedom and unfreedom 
may co-exist. It is usually difficult 
to say with any precision what pro¬ 
portion of the peasantry are serfs 
and what proportion are not serfs. 
With the passage of time, the pro¬ 
portions may change. In some areas, 
the working populations have oscil¬ 
lated over the centuries through 
most of the range from freedom to 
serfdom and back again. 

In a peasant economy the first 
concern of the productive units is 
to grow food crops to feed them¬ 
selves. But this cannot be their 
sole concern. By definition, they live 
in a State and are linked with urban 
areas. They must willy-nilly sustain 
the State, the towns, the local lords. 
Hence, in one way or another, they 
must hand over, surrender, or sell 
to others part of their food crops. 
Although the conditions of exchange 
are such that the peasants usually 
give more than they get, they may 
obtain in return a bit of iron, some 
salt, spices, perhaps fancy cloth for 
a marriage. 

Peasant Economy and the Market 

We should be careful not to slip 
into the trap of imagining a “pure” 
type of peasant household which 
consumes practically everything 
it produces and practically 
nothing else. as distinct from 
an “impure” type which pro¬ 
duces for a market as well 
as for its own immediate needs. The 
latter is historically more common 
and more characteristic. In point 
of fact, the household units in peas¬ 
ant economies frequently dramatise 
their dual focus by growing two 
crops. The first is the cereal essen¬ 
tial to their own sustenance and 
that of society as a whole; the se¬ 
cond is much more likely to be a 
non-foodgrain (perhaps a fruit, 
fibre, or oilseed) produced precise¬ 
ly with an eye to barter, sale or ex¬ 
change of some sort. It is as habi¬ 
tual with peasants in many areas to 


S ow two drops as to walk an two 

»t. 

We are sure to go astray if we 
try to conceive of peasant economies 
as exclusively “subsistence’* oriented 
and to suspect capitalism wherever 
the peasants show evidence of being 
“market” oriented. It is much 
sounder to take it for granted, as 
a starting point, that for ages pea¬ 
sant economies have had a double 
orientation toward both. In this way, 
much fruitless discussion about the 
nature of so-called “subsistence” 
economies can be avoided. 

We might say that in a peasant 
economy roughly half or more of 
all agricultural production is con¬ 
sumed by the peasant households 
themselves, rather than being 
“marketed”. We do not, however, 
include as “marketed” produce 
those food grains handed over around 
harvest time by indebted or depend¬ 
ent peasant families to the local 
landlords, merchants, or moneylend¬ 
ers. and subsequently doled back 
before the next harvest, generally 
on unfavourable terms, to the same 
peasant families. Such foodgrains, 
in our view, have not passed through 
an organised market process. They 
haw. not moved on, via genuine 
commerce, for consumption by par¬ 
ties other than the original produ¬ 
cers. Instead, they have remained 
in the village where they were grown 
and have returned to source, to the 
original producers. In effect, the 
productive unit is the household, 
and the consumption unit is the 
same peasant family household. 
This is certainly not the indirect 
process, mediated by a market, 
which is characteristic of capitalist 
agriculture. Instead, in a peasant 
economy, the movement of food- 
grains inside the village away from 
the producing family and back 
again to that same family is tied 
in with long-established modes of 
economic domination and exploita¬ 
tion. When such relationships are 
typical at the village level, we have 
an almost sure sign, in an agricul¬ 
tural economy, that we are dealing 
with a peasant rather than capitali¬ 
stic structure. 

To summarise, we have defined 
peasant economies in terms of the 
predominance of agriculture, both 
in total product and in the working 
population. We have required 
the existence of a territorial atate, 


and a separation between town and 
country. We have indicated that 
the characteristic unit of produc¬ 
tion must be the peasant family 
household with a double orientation, 
that is, both to its own sustenance' 
and to the greater world beyond 
the village. We must emphasise 
that no single one. of these elements 
will suffice to determine whether 
or not a given economy is indeed 
a peasant economy. All these 
features must be found together 
and must relate to the economy of 
oi a whole country. 

n 

When we look for examples of 
peasant economy, in terms of the 
set of criteria just listed, we find 
many different kinds scattered 
throughout recorded history and in 
all continents except Australia. 
We shall discuss, in the present 
paper, only six examples, all with¬ 
in the 200 years since 1750. There 
are several reasons for limiting our¬ 
selves to the period of the Industrial 
Revolution and its aftermath. It is, 
in the first place, the period with 
which I am most familiar. The 
modern age is the one for which we 
have the best documentation, parti¬ 
cularly in terms of quantitative 
materials. More important, under 
the impact of the expand¬ 
ing industrial system, the 
200-odd years since 1750 have wit¬ 
nessed the most fundamental trans¬ 
formations in peasant economy 
known in history. We ourselves are 
living witnesses of this process of 
transformation, which is still con¬ 
tinuing; in fact, it is accelerating 
before our eyes. We are in a 
position to study at first hand 
both the nature of peasant econo¬ 
mies and the ways in which they 
resist or yield to change. 

As illustrations of cases of pea¬ 
sant economy in this era of change, 
I propose to characterise in a few 
words the salient features of the 
economic structure of six different 
countries. Any such characterisa¬ 
tion in so limited a space must 
necessarily appear incomplete and 
somewhat impressionistic. For this 
I apologise in advance. My pur¬ 
pose is solely to draw your atten¬ 
tion to a few of the chief aspects 
of each case. My examples are 
Tsarist Russia, Indonesia, Mexico, 
India, Japan and China. 


i «* 
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Among the peasant economies of 
the 19th century that of Tsarist 
Russia had the richest and most 
complicated history and has left us 
with the largest literature. At a 
group, Russian scholars carried the 
analysis of peasant economies 
further than anyone else, and were 
perhaps the first to formulate a 
theory of peasant economy*. 

In the century and a half before 
1917, the imperial structure of 
Tsarist Russia was expanding out¬ 
wardly into Siberia, while inwardly 
it was decaying at home. In 
terms of peasant economy, the 
most distinctive feature of the 
countryside in the late Tsarist era 
was the close interdependence of 
landlord estates, mir (village com¬ 
munity) lands and rights, and 
small peasant holdings. In the 
centuries before the emancipation 
of the serfs in 1861, the bondage 
of the peasantry guaranteed the 
landlords the labour supply needed 
for their estates. The emancipa¬ 
tion enabled cultivating peasant 
families to get more land of their 
own, provided they could raise op¬ 
pressive redemption payments. The 
size and importance of the old 
landlord estates was much reduced. 
Hy the late 19th century individual 
peasant tenures were gradually 
increasing in importance. 

In the decades before the first 
World War, a growing proportion 
of the peasantry devoted themselves 
to producing for the market with 
the aid of regularly hired agri¬ 
cultural labourers. In the same 
period there was a rapid expansion 
of railways, cities, commerce, and 
factory production on capitalistic 
lines. The significance of the 
growth of capitalism in city and 
country became a hotly debated 
national issue. Criteria were ad¬ 
vanced for distinguishing peasant 
production from capitalistic agri¬ 
culture. Many of the questions 
taken up in the present paper were 
posed at that time, in one form or 
another, in the works of Cherny- 
shevsky, Danielson (Nicolai-on), 
Hourwich, Plekhanov. Kossinsky 
Lenin, Chayanov, and others. 

In the decades after the revolu¬ 
tion of 1917, Russia ceased to be a 
peasant economy, emerging instead 
under socialism as both urbanised 
and industrialised. 


Indonesia 

Under the Dutch, Indoneaia con¬ 
stituted one of the oldest and 
most striking examples of colonial 
rule in both of its major forma, 
“direct” and “indirect”. For some 
decades in die middle of the 19th 
century, the peasants were com¬ 
pelled, under the so-called “culture 
system”, to grow certain crops 
which the Dutch wanted to export. 
After that policy was given up in 
1870, the Dutch energetically deve¬ 
loped large plantations for the 
growth of export crops. For their 
labour supply for these plantations, 
the Dutch drew on the peasants 
from the bordering villages. There 
emerged, particularly in Java and 
Sumatra, a pattern of large planta¬ 
tions, village communities with 
group rights in land, and small 
peasants among whom, in the 
course of time, the sentiment for 
individual family holdings deep¬ 
ened. 

Although the parallel must not 
he pressed unduly, the pattern of 
large estates and their labour sup¬ 
ply, village community rights in 
land, and ascendant feeling for 
family land, bears some resem¬ 
blance to late Tsarist Russia. The 
missing element was indigenous 
capitalism which, in a colonial 
setting, was practically negligible, 
both in city and country. As of 
1949. when the Dutch relinquished 
control. Indonesia had very little 
modern industry and a quite limited 
urban population — barely enough, 
in fact, to qualify under our criteria 
as a peasant economy. 

Mexico 

Striking similarities between the 
peasant economies of Java and 
Mexico have already been observed 
and discussed in an important arti¬ 
cle by Eric Wolf'. In Mexico, during 
the century after the end of Spanish 
rule in 1823, we find a pattern of 
large estates (haciendas), unfree 
labour supply (peonage), weakening 
village community rights in land, 
and a very slow growth of indivi¬ 
dual faipily holdings. 

A great part of Mexican hiatory 
in the twentieth century turns on 
the savage struggle of the peasants 
for land and for resource# with 
which to cultivate it. The revolu¬ 
tionaries, especially those led by 
Zapata, at first demanded and ob¬ 
tained in principle, the restoration 


of village commons which had been 
seised by the great landholders. In 
practice, however, very little land 
was handed back to the village* 
under restoration proceedings. By 
1915 the revolutionary programme 
called for taking from the great 
estates land which had not previ¬ 
ously been held by the villages, and 
endowing the peasantry with it. 
This endowment policy was imple¬ 
mented so vigorously under Presi¬ 
dent Cardenas in the 1930s, that 
eventually more than 30 per cent 
of the villagers in Mexico received 
grants of land. Tens of millions of 
hectares were transferred either to 
individual smallholders or to com¬ 
munities iejidos). 

Once set up, however, the ejidos 
failed to fulfil the high hopes placed 
in them. Much of the land turned 
over to the peasantry was poor in 
quality and in water supply. The 
amount of agricultural credit sup¬ 
plied by the Government through 
the Ejidor Rank has been grossly 
inadequate. Moreover, the funds 
tended to be directed toward the 
good risks among the peasants, that 
is. the peasants with the most fer¬ 
tile land, preferably irrigated. 
Among the less fortunate peasantry 
some have leased their lands to the 
better-off, and gone to work for 
them as hired agricultural labourers. 
Meanwhile, there has arisen, with 
the aid of private credit, a new 
large-scale agriculture utilising 
modern techniques to produce profit¬ 
able export crops. 

During the present century in¬ 
dustry has expanded rapidly in cer¬ 
tain parts of the country, thanks in 
large part to substantial foreign in¬ 
vestment. Hundred# of thousands of 
peasants have left their villages to 
find work in the rapidly growing 
cities. In recent decades well more 
than half of the national product 
has been non-agricultural; and 
now half of the country’s popula¬ 
tion is urban. Mexico has left her 
phase of peasant economy (as 
herein defined) well behind. 

India 

lip to 1947, India, like Indonesia, 
was a colonial empire in which 
both “direct” and “indirect” rule 
prevailed. In India, as compared 
with Indonesia, the plantations and 
other large units of cultivation 
occupied a very minor position in 
the economy as a whole. There 
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were great landlords in India, some 
of them holding hundreds of vill¬ 
age®. But cultivation almost every¬ 
where waa by peasant families, 
most of them working very small 
amounts of land. 

Caste and untouchability are dis¬ 
tinctive characteristics of India. 
One of the principal economic func¬ 
tions of caste in the countryside has 
been to emphasise the inferiority 
of the lower castes who have for 
ages served their superiors as a 
cheap, dependent supply of agri¬ 
cultural labour. Few observers 
would be so rash as to say that 
caste has stopped serving that func¬ 
tion in the villages of contemporary 
India. 

During their regime, the British 
developed in India one of the half- 
dozen largest railway systems in 
the world. Along with this appear¬ 
ed many other elements of what, 
in economists’ jargon, is called the 
“infra-structure” of development. 
Around Calcutta, Scottish houses 
developed a jute manufacturing in¬ 
dustry, while in Bombay and Ahme- 
dabad Indian entrepreneurs built up 
Beveral hundred cotton textile mills. 
Since India attained independence 
in 1947, the government has thrown 
its weight behind the rapid develop¬ 
ment of a comprehensive range of 
heavy industries. In the 1950s, agri¬ 
culture, principally carried on by 
small peasant families, still accoun¬ 
ted for roughly half of the total 
national product. India is today 
still a peasant economy. 

Japan 

Less than 50 years after the Meiji 
Restoration of 1868, Japan had 
ceased to be a peasant economy. 
There is by now a vast literature 
assessing this apparently abrupt and 
dramatic revolution. The leading 
authorities today agree that the 
foundations for this genuine and 
rapid economic transformation an¬ 
tedate the 1868 restoration and go 
back, particularly in agriculture, 
far into the preceding period, the 
Tokugawa era* 

It wa3 in the Tokugawa period, 
roughly from the seventeenth to 
nineteenth Centuries, that the Japa¬ 
nese countryside took on the pattern 
of cultivation in small units by 
individual peasant families which 
has persisted to the present. Taxes 
were collected in kind from the 
villages for the great feudal over- 


ldrds And aihoUnted at times to a* 
much as 60 per cent of the crop. 
The warrior class, for the most part, 
had been gathered up into the 
castle towns where they lived on 
rice stipends. In the relatively few 
large holdings which remained, 
cultivation by serfs (nago) and 
servants. Gradually gave way to 
tenancy. The 1720 reform, which 
permitted the mortgaging of land, 
was followed by the emergence of 
a group of moneylender-landlords 
(rich peasants, town merchants,, 
petty rural capitalists, village head¬ 
men) whose tenants were often 
the original cultivating owners. 

After the Meiji Restoration of 
1868, the peasant proprietors were 
freed from their feudal obligations 
and .confirmed in the ownership of 
the land they cultivated. The olcf 
rice levies were supplanted by a 
fixed annua! tax in money payable 
to the State. At first a heavy bur¬ 
den. these taxes declined progres¬ 
sively in real terms with the long- 
run rise in the prices of agricul¬ 
tural products. 

On the other hand, the need to 
raise cash to pay the taxes placed 
the small peasant — always at the 
margin of his resources — in the 
position of having to sell his crop 
at the most unfavourable moment, 
immediately after the harvest. The 
same situation worked to the ad¬ 
vantage of the richer peasants who 
sometimes acted as rice broker*. 

For tenants, the Meiji reforms 
brought no benefits. They still 
had to pay rents in kind and at the 
rate of about half of an average 
crop. The rise in the price of rice 
did not help them, since they 
marketed so little. In the early 
1880s, about one-third o? all arable 
land was worked under tenancy: 
by the time of the first World War, 
the fraction had increased to 
nearly one-half. 

The average area worked bv 
Japanese peasants (ie, the total of 
the several scattered strips culti¬ 
vated by the household) was about 
one hectare (2.47 acres) around 
1868, and remained, for most 
households, roughly the same right 
up to 1918. In the fifty years after 
1868, the total output of rice in 
Japan nearly doubled, partly be¬ 
cause more land was brought un¬ 
der cultivation, but mostly because 
of an increase in output per acre 


of the order of 50 per cent- Da 
ing this period, population increaae 
by roughly 60 per cent. Nonetbt 
Jess, the level of living went up. 

The story of the fostering 
modern industry by the Meiji regitn 
is loo well-known to need summar 
here. One of its important result 
for the countryside was that th 
natural increase of rural populatioi 
was siphoned off by the towns am 
cities. Thus the size of the agricu! 
tural population of Japan remained 
roughly the same (around five ant 
one-half million households) Iron 
1868 to 1918. We must also noti 
that the agricultural household 
themselves engaged increasingly i 
non-agricultural side activities 
such as handicrafts and other rura 
industries. Whereas less than one 
' quarter of the peasant household 
had such activities in 1884, mon 
than one-third were so recorder 
; by 1919. 

I The decline in the relative posi 
tion of agriculture in moderr 
Japan can be indicated in thm 
ways. First, the proportion of thr 
population living in villages, us 
uaily defined for Japan as placei 
with less than 10,000 inhabitants 
this percentage was put at 87 pei 
cent in 1888, then at 68 per ceil 
in 1918, and fell to 50 per cent ir 
1940. Our second indicator is th< 
proportion of the total workini 
force returned as in agriculture 
According to Professor Ohkawa 
one of Japan’s foremost authorities 
this proportion stood at 76 aroUnc 
1880, at 59 around 1915, and ai 
•14 around 1940. Lastly, the per 
centage contribution of agriculture 
to total national income; agair 
following Professor Ohkawa, thir 
stood at 64 per cent around 1880 
dropped sharply to 36 per cen 
around 1915. and fell to only 1* 
per cent around 1940. In terms oi 
our first criterion of peasant econo¬ 
my. contribution of agriculture to 
total national production, Japan, 
by the eve of the first World War. 
had unmistakeably stopped beinf 
a peasant economy. 7 

China 

As in India and Japan, the agri¬ 
culture of China for several cen¬ 
turies before 1950 had been the 
petit? culture. Nearly all crop! 
were grown by families holding 
roughly on the average about one 
hectare (somewhat more in the 
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a The provision of sufficient 
quantities of the required 
products in the right place and 
at the right time often 
produces serious problems and 
to solve these necessitates a 
careful but flexible organization* 
an elaborate system of 
transportation, storage and 
distribution. There are 
more than 3,000 Burmah-Shell 
petrel dealerships and 
over 1,600 kerosme agencies, 
besides nearly half a lakh 
keroslne sub-dealers In India's 
Si lakh villages 99 
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wheat areas of the north, somewhat 
leas in the rice areas of the south). 
These holdings were generally 
made up of tiny, uneven, scattered 
patches. Family members them¬ 
selves did the farm labour; only a 
very small percentage of the culti¬ 
vators, the best-off ones with the 
most land, used much hired labour. 

Before the Revolution of 1911 
thpre was much tenancy in China; 
and, as the century advanced, more 
peasants had to give up the owner¬ 
ship of part or all of their land. 
By the 1930s, half, or more than 
half, of the Chinese peasants were 
tenants or petty owners-cum- 
tenants. Rents generally were paid 
in kind and amounted to 50 or 60 
per cent of the crop. Paying such 
heavy rents on their tiny holdings, 
the Chinese peasantry could not 
make do from the land alone. For 
most of them, unfortunately, there 
was insufficient alternative work. 

The peasant handicrafts, which 
had traditionally offered supple¬ 
mentary employment, weakened be¬ 
fore the competition of machine- 
made goods from Japan and the 
West. The development of modern 
cities was very limited and entirely 
inadequate to drain off (as in 
Japan) population from the coun¬ 
tryside. Instead, about 70 per 
cent of the population continued 
to work in agriculture. 

The difficulties of the peasantry 
were compounded by multiple ex¬ 
actions by landlords, warlords, 

usurers. and petty government 
officials. They suffered further in 
rhp course of wars. invasions, 

famines, civil war and revolution. 

In the years since 1950 the 

Peking regime has exerted tremen¬ 
dous efforts to transform this 
peasant economy. In the cities 

there has been an immense deve¬ 
lopment of modern industry. In 
the countryside the vast programme 
of land reform began by taking 
away the properties of the land¬ 

lords and redistributing the land in 
small hits to the peasants. This 
has been followed by a series of 
efforts to encourage or to impose 
large scale cultivation : mutual aid 
in the form of work teams, village 
cooperatives, collective farming, 

and the establishment of very large 
rural communes. 

We are not in a position to assess 
the extent to which these program¬ 


mes have reduced the importance 
of peasant family cultivation in 
Chinese agriculture. Nor do we 
know whether agriculture contri¬ 
butes half or more of the total 
national product. It is hard to say 
with any assurance whether or not 
China is still a peasant economy. 

• « • 

Since our six examples of pea¬ 
sant economy have been drawn 
from the modern world, we have 
been more explicit with regard to 
those criteria separating them from 
industrial economics than to those 
separating them from slave or 
“tribal” systems. We have, in 
effect, dealt only with peasant 
economies in their “high” or “late” 
phase. Nonetheless, we have seen 
that conditions differed in several 
important respects, which may be 
worth listing: 

indigenous or colonial rule; 

small-scale cultivation only; or 
small-scale juxtaposed with large- 
scale cultivation and, if the 
latter, the arrangements for la¬ 
bour supply on the large-scale 
units; 

individual family holdings of 
land only; or individual family 
holdings in the context of larger 
group holdings or village com¬ 
munity rights in land; 

hierarchy of peasantry at the 
village level; existence and social 
role of a class of agricultural 
labourers; 

urbanisation and industrialisa¬ 
tion as factors in reducing the 
relative importance of the pea¬ 
santry in the economy taken as a 
whole, and in leading to the 
transformation of peasant pro¬ 
duction. 

We might say we have sketched 
in a preliminary way cases of coun¬ 
tries at the exit, or seeking the 
exit, from peasant economy. It 
would, of course, be possible and 
desirable to take up cases of en¬ 
trance into peasant economy. In 
the largest sense, the study of pea¬ 
sant economies should encompass 
the whole process of their appear¬ 
ance, the changes they undergo 
through time, and the ways in 
which they become — or fail to 
become! — transformed into mod 
ern industrial economies. 

Ill 

It may be of interest to situate 
peasant economy, as we have de¬ 


fined it, in relation to Karl Marx’s 
well-known modes of production. 
Our peasant economies include 
societies falling under both Marx’s 
feudal mode of production and his 
“Asiatic Societies”. In addition, 
they take in those periods of history 
which he characterised as marked 
by small peasant agriculture and 
which he treated as transitions from 
one main mode of production to 
another. 

We believe that our broader 
rouping, peasant economy, is juati- 
ed analytically in terms of the 
common characteristics which we 
have just discussed and illustrated. 
It would, of course, be possible to 
extend the term “feudal” (with or 
without the prefixes "‘semi-”, 
“proto-” and “pseudo ”) to cover 
this whole range, but that would be 
unfortunate. The term feudalism 
originated in western Europe and 
carries with it a set of specific 
connotations. We cannot help but 
be reminded of the feudal lord, 
the vassal, the fief, the feudal con¬ 
tract, the manor, and the serf. This 
full complex of phenomena, how¬ 
ever, occurs only in a small num¬ 
ber of centuries in quite confined 
areas of extreme western Europe 
and Japan. Peasant economies, 
by contrast, existed long before 
feudalism, alongside of feudalism, 
and long after it. They persist in 
our contemporary world. No matter 
how the content of the term is thin¬ 
ned out, feudalism cannot serve to 
cover a historical canvas stretching 
east-ward from the Caribbean to the 
CHina Seas. 

From our perspective, European 
feudalism of the high Middle Ages 
may be seen us embodying a particu¬ 
lar form of peasant economy. Noth¬ 
ing is gained by trying to view all 
peasant economies as variations of 
that one rather special form. The 
time has arrived to treat European 
experience in categories derived 
from world history, rather than to 
squeeze world history into western 
European categories. 

Notes 

1 A Morel, “From Tribe to Empire", 
(London, 1926). 

“ The area of the ancient Greek 
•tales, however, was so small that 
most of them would have to be 
excluded from our consideration be¬ 
cause of failure to meet our initial 
precondition of sufficient size. 
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" Are African Cultivators to be 
Considered ‘ Peasants ' ? ” : Cur¬ 
rent Anthropology (Chicago, April 
19hl), Vol II, pp 108 110. 

* The leading scholar appear* to have 
been A V Chayanov, a number of 
whoae studies were translated into 
German in the 1920s. Of these, 
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Die I.ehrc von Her bauerlichen 
Winsehaftt translated by F Schlo- 
mer and published in Berlin in 1923. 
In the German transliterations, 
Chayanov’s name, is given as Tscha- 
janow or Tschayanoff and is so 
listed in most catalogues. (Chaya- 
nov'a book has just been translated 
into English, and is to be published 
in 1964). 

* “Closed Corporate Peasant Commu¬ 
nities in Mcso-america and Central 
Java”, Southwestern Journal of 
Anthropology, Spring. 1937, Vol 
13, pp 1-18. See also Wolf’s tmg- 
gestivo comparisons in his article 
“Aspects of Group Relations in a 
Complex Society: Mexico", Ameri¬ 
can Anthropologist, December, 1956, 
Vol 58, No 6, pp 1065-78. 

* See, for example, R P Dorr, “Land 
Reform in Japan” (London, 19591, 
Gh I, and T C Smith, “The Agrarian 
Origins of Modern Japan”. (Stan¬ 
ford, 1959). 


T The data of Professor Ohkawa are 
token from the comprehensive sum¬ 
mary article which he and Henry 
Roaovsky prepared under the title, 
“The Role of Agriculture in Modem 
Japanese Economic Development". 
This appeared in Economic Deve¬ 
lopment and Cultural Change 
(University of Chicago, October. 
1960), Vol IX. No I, Part II pp 
43-67. This issue of Economie 
Development and Cultural Change 
was « special number devoted to 
the topic, “City end Village in 
-Japan”, and contains many othei 
. i_ relevant contributions. 
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In the held, 

I toil my utmost 
for better yields. With enemy 
on our soil, every 
extra kilo produced by 
me will pave the 
way to our victory. 

I AM A 

JAWAN 

TOO! 


Let each of us 
produce 100 grammes 
more per kilo from 

our land and these 
little bits will add up to a mighty 

force in our national defence. 
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Planning of Land Settlement Schemes 

A Geographer’s View 

B H Farmer 

"It is only after a good deal of heart-searching that I have brought myself to believe that in con¬ 
temporary Ceylon, for example, the intensification of agriculture on land already under cultivation ought to 
have priority over the extension of agriculture to new lands.” 

Dr Farmer argues that the resources of undeveloped land in countries like India are often more 
apparent than real, not only because of misleading statistics — like the Indian figures for “culturable waste ” 
— bitt because cultivaihUty demands positive qualities in land, and often, data on these qualities is mislead¬ 
ing, or, alternatively, show them to be present in only a proportion of the land apparently available. 

[This is the English text of a paper read in French in Paris, April 1963, at the Ecole Pratique 
des Hantes Etudes, Sixieme Section, Sorbonne, before the joint seminars of Professors J Berlin and D 
Thorner. 

A Lecturer in Geography, University of Cambridge, Dr Farmer is the author of “Pioneer Peasant 
Colonization in Ceylon” (Oxford University Press, 1957). He is currently in India, studying the land coloniza¬ 


tion schemes under uxty in Central 

J SHALL discuss here those planned 
land settlement schemes which in 
the Punjab, in Ceylon and else¬ 
where are known as “colonization 
schemes”. To speak in this way, is, 
of course, to use the term in a re¬ 
stricted sense: not in the wide sense, 
as when one speaks of the European 
colonization of colonial territories. 

1 shall be concerned with coloniza¬ 
tion as conceived and planned by 
Government in order to encourage 
settlement for agricultural purposes 
by indigenous peoples in areas pre¬ 
viously unpopulated or only scanti¬ 
ly populated: as, for example, in 
the Punjab Canal Colonies- or in 
the colonization schemes of the Dry 
Zone of Ceylon. 

My point of view is, I suppose, 
that of an agrarian geographer, 
though I do not really like to arro¬ 
gate to myself that or any other 
title. Not, of course, that “Geogra- 
phe agrairc” is a title to be asham¬ 
ed of. Daniel Faucher showed in 
his book “Geographic Agraire : 
Types de Cultures” 1 that the agra¬ 
rian geographer has his own way 
of looking at agriculture, different 
from that of the historian, the 
agronomist- the economist and the 
economic geographer. If the boun¬ 
daries between the fields of study 
of these specialists have grown less 
distinct since Faucher was writing 
in 1946, it is partly because each 
has learnt from the others. Further, 
there seems to be growing and wel¬ 
come recognition that many agra¬ 
rian problems need to be attacked 
from several different directions 


and South India.] 

simultaneously: it appears to me 
to be true of agrarian problems in 
general that. they lie “between 
different studies — economics, his¬ 
tory, geography, anthropology and 
sociology” — though these words 
were used by Doreen Warriner, in 
her lectures in Cairo on the occa¬ 
sion of the fiftieth anniversary of 
the National Bank of Egypt, specifi¬ 
cally of the reform of institutions 
of land tenure. 2 Certainly- thoBe of 
us who were concerned with plan¬ 
ning a programme on recent agra¬ 
rian developments in Asia and 
Africa, in connection with the Inter¬ 
national Economic History Confer¬ 
ence held last summer at Aix-en- 
Provence, found it necessary to 
attract scholars practising in ail of 
these, and other fields. 

Integrated Approach Necessary 
Perhaps it is also the, case that 
boundaries between disciplines as 
known in Europe are less relevant 
in Asia and Africa, or even irrele¬ 
vant.' 1 I have been wondering re¬ 
cently whether boundaries between 
subjects as we know them have not 
risen from our own cultural history. 
For example, do we not separate 
economics from sociology because 
of the extent to which we have 
come to .separate economic from 
other forms of human motivation? 
If so, is the corresponding boundary 
so meaningful in, say, an Indian 
context? I do not, however, propose 
to pursue this question further now. 

However many specialists, singly 
or in combination, are concerned 
with colonization schemes as an as¬ 


pect of agrarian affairs, the agra¬ 
rian geographer is certainly inte¬ 
rested in them, if only because for 
him such schemes supply the equi¬ 
valent of the scientist’s controlled 
laboratory experiments in a way 
almost unique in the whole field of 
human geography. We may all 
argue for an eternity about the 
course of, say, Anglo-Saxon settle¬ 
ment in England or Cornieh settle¬ 
ment in Brittany, and about the 
forces and factors that influenced 
the settlers, whether physical, or 
cultural, or historical; but only 
one thing is certain — that we are 
unlikely to reach certainty. But in 
the case of recent, planned colo¬ 
nization schemes one can see 
in nearby areas nature as it was 
before settlement began; one can 
see in the field the actual pro¬ 
cess at work by which settlers 
adjust themselves and their techno¬ 
logy to the natural environment — 
or fail to do so; one can see shifts 
of Government policy reflected in 
the landscape. In other words, one 
can, like the scientist in the labora¬ 
tory, make an estimate with some 
degree of precision of the forces 
that are at work — in this case, 
moulding the settlement pattern 
which one sees growing before one’s 
eyes. I, for one, find this a fascinat¬ 
ing study. But it is not without its 
dangers. For. with one’s geograph¬ 
er’s eyes, one is so fascinated by 
colonization fas 1 have defined it) 
that one is inclined to overweight its 
importance in the economy of the 
nation concerned; one comes, as 
it were to have a vested interest 
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in colonization and to defend it 
from attacks as theologians defend 
their religion. It is only after a 
good deal of heart-searching, in 
tact, that 1 have brought myself to 
believe that in contemporary 
Ceylon the intensification oi agri¬ 
culture on existing land ought to 
have priority over its extension on 
to new land. 

My concern here, however, is with 
the practical problems of planning 
colonization schemes rather than 
the issues that study of the problem 
raises in the mind of the academic. 
What I shall have to say on this 
theme is necessarily limited to my 
own experience, which has been 
exclusively Asian. 1 have worked 
on colonization in Ceylon in some 
detail *, and am planning similar 
work to be done in Central and 
Southern India later this year, i 
have also seen, in a more cursory 
manner, something of the work of 
colonization that is being done in 
North India, Pakistan, Malaya and 
Indonesia. But I have no direct ex¬ 
perience outside these areas. My own 
work has further been limited by 
being concerned almost exclusively 
with peasants and not with planta¬ 
tions or other large units of land- 
holding. I have also been mainly 
concerned with rice-growers; hence, 
] suppose, my preoccupation with 
irrigation and water-supply. 

Types of Decision Facing 

Authorities Planning Colo¬ 
nization Schemes 

I propose, to consider some of 
the types of decision that face Gov¬ 
ernments and other authorities seek¬ 
ing, for whatever reasons, to orga¬ 
nize colonization schemes. I shall 
deal with them roughly in the order 
in which they face the authorities 
concerned, though clearly this order 
vyill vary from example to example. 

Choice of Area 
(a) Degrees of Freedom 

It should be obvious that the 
countries and regions of the world 
differ greatly among themselves in 
the degrees of freedom or “range 
of practical choice” when coloniza¬ 
tion is contemplated, For example, 
there is, with the area already culti¬ 
vated, a very small area of land 
available for development in the 
Republic of India, in spite of the 
much larger area classed as “cul- 
turable waste”, the figures for which 


have misled many, and recently 
seem to have misled the econo m ist 
t i bauer, who has sard : **A large 
part of the land surface oi .India at 
present uncultivated could certainly 
ne made cultivable „ . . in 

tact, no one knows how much waste 
land in India could be cultivated 
under given technological and 
economic conditions : out redent 
preliminary studies suggest piai 
u varies from about 2Q,0uu hectares 
in crowded Kerala to 100,000 
hectares in East Punjab and per¬ 
haps rather more in Assam." On 
the other hand, the areas cultivable 
in the Dry Zone of Ceylon, given 
irrigation from rivers by gravity, 
may be as much as 800,000 hect¬ 
ares, or about 12 per cent of the 
area of the whole country. And the 
proportion of uncultivated but cul¬ 
tivable land appears to be even 
higher in many countries of South 
east Asia, Africa and Latin America. 

So far 1 have used the term 
“cultivable” loosely, wishing merely 
to suggest that different countries 
have very different degrees of free¬ 
dom in contemplating colonization. 
The concept “cultivable” demands 
further examination. 

|b) The Assessment of Land 
Resources 

Resources of undeveloped land 
are often more apparent than real, 
not only because of misleading 
statistics like the Indian figures 
for “culturable waste” but be¬ 
cause cultivability demands posi¬ 
tive qualities in land, and often 
data on these qualities is lacking, 
or, alternatively, show them to be 
present in only a proportion of the 
land apparently available. For 
example, maps of northern Cam¬ 
bodia show a great, apparently 
empty area in the south, bordering 
the Lower Mekong, and forecasts of 
whose future potential have not 
been lacking: but recent soil sur¬ 
veys by F R Moormann and R 
Dudal have shown these plains to 
be covered with infertile soils 
(“sols podzoliques gris sur alluvions 
anciennes’.’) 7 . In fact, the cultiva¬ 
bility of an area of waste land, so 
far as it is a question of soil, can 
only be determined by proper soil 
surveys. Experience over die last 
few years has clearly shown that 
very useful- reconnaissance work 
can be done by workers trained in 
geomorpbology who can classify 


land-forms in the field or from 
aerial photographs and then deduce 
the likely soils”. Here is a practi¬ 
cable goal for the gcornorpbo- 
logista, and here again is a reason 
for including geomorphology in 
the geographical programme. 

The study of the vegetation cover 
on uncultivated land, either in the 
field or by aerial photos, i s nlso a 
useful ^ indication of its agricultural 
potential and, in particular, of the 
degree of deterioration resulting 
from human intervention. i n this 
connection I should like to refer to 
die valuable detailed mapT of 
South India which have been pre¬ 
pared according to the methods 
developed by Professor Henri 
Gaussen*. 

But soil is not the only 
factor that makes an area cultiva¬ 
ble or incultivable. The be¬ 
haviour of water in and below the 
toil may be critical. In the Dry 
Zone of Ceylon, for example, there 
is an annual (brought from June to 
September during which the water- 
table within the soil disappears ex¬ 
cept where maintained by a river 
reservoir (“tank”) or channel. 
this means that economically- 
valuable trees like the cocoanut, 
which need water perennially, will 
only grow near such surface water, 
where the water-table is high at all 
times, a fact frequently neglected 
,n . ® selection of sites for coioni- 
ration schemes and for wells 
(which clearly also demand ground- 
water near to the surface). 10 

Physical Restraints 

Why are the physical restraints 
on colonization so frequently 
neglected or misunderstood, whether 
in the large (as by economists like 
Golin Clark, who generalise about 
future cultivation the world over) 
or in detail, as in siting a well or 
a cocoanut grove in Ceylon? I have 
often pondered about this. Is it 
because in England, we have bo 
disastrously separated humanists 
from scientists, drawing most of 
our economists and public servants 
from the former? Or is it that 
economists are so anxious to postu- 
Iate general laws (in true nine¬ 
teenth-century fashion) that to talk 
of water here and podsols there 
smacks of a quite unacceptable 
particularism — fit only for geo¬ 
graphers? Is the position different 
in France? 
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Water on the surface is, of course, 
as important a consideration as 
water in the ground, especially 
insofar as irrigation is necessary 
for climatic or agronomic reasons. 
I shall say nothing in detail about 
the planning of irrigation, except 
to make one point: that here is one 
sphere in which the Orientalists, 
who may feel themselves neglected 
by the modern world of scholar¬ 
ship and action, can come into 
their own. In Ceylon, for example, 
colonization in the Dry Zone has 
depended largely on the restoration 
of ancient irrigation works, and 
has been considerably assisted by 
detailed research, based on ancient 
literary sources as well as on field 
study, on the nature and function¬ 
ing of these works. 11 On the whole, 
however, the assessment of irriga¬ 
tion potential hinges firtnly on 
work by hydrologists and engineers, 
such as is being done at the pre¬ 
sent moment in the Lower Mekong 
basin. 11 It is important, however, 
that these specialists should not 
work in isolation but as members 
of a team that includes geographers, 
foresters and others able, foi 
example, to estimate from consi¬ 
deration of the present land use 
pattern how severe is the danger 
that reservoirs and channels will 
choke with silt. This appears to 
be a subject on which not enough 
is known, if we are to judge from 
the fact that estimates of the time 
that would be taken so as to choke 
the Gal Oya reservoir in Ceylon 
varied from less than twenty years to 
1350 years ! ! ! 13 

The assessment of land and 
water resources is not, however, 
something that can be done in 
isolation, as though these resources 
were measurable in absolute terms 
which remain constant for each 
and every case. Resources are only 
capable of realization in terms of 
a given technology, whether agri¬ 
cultural or irrigational. In many 
parts of tropical Asia, for example, 
planners must think in terms of 
the traditional techniques of rice- 
cultivation and estimate the re¬ 
sources accordingly; that is. they 
must consider the area under re¬ 
view in terms of the suitability of 
its soils for rice, and assess the 
area irrigable in terms of the de¬ 
mand of rice for water, given local 
techniques (which may be very 
wasteful of water). They must 
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also ask themselves how local pea¬ 
sants, using techniques available 
to them, will be able to use land 
that cannot, because of altitude or 
slope or sheer lack of water, be 
brought under irrigation. 

In these attempts, there have 
been many failures. The irrigable 
area has been laid out on assump¬ 
tions about water use that have no 
validity in local practice, and 
irrigation engineers (who tend! tp 
dominate this part of the planning 
process) tend to lay out channels 
to suit their careful ly-surveyed con¬ 
tours and to decide that ail land 
below the channel is rice land, all 
above it unirrigable garden land, 
ignoring all surveys in the pro¬ 
cess. 11 There are colonization 
schemes in Geylon where the un¬ 
irrigable gardens lie high above 
the water-table, so that cocoanuts 
and other valuable tree-crops will 
not grow, and the wells remain as 
dry and empty memorials to the 
folly of leaving everything to the 
irrigation engineer. Once again, 
a team of planners is essential. 

Social Consequences 

But man cannot live by bread 
alone, and least of all in an 
oriental society are economics and 
technology the only social consi¬ 
derations. It is important at the 
planning stage to know something 
of the settlement pattern and land 
tenure customs of people already 
in the area under review. Again, 
the outlook of the engineer can be 
frightening. In the Anuradhapura 
area of Ceylon there are numerous 
villages already established, each 
round its tank, each a social unit. 
Yet the engineer is apt to argue 
that the most efficient solution, in 
terms of water-use, is to sweep- 
away all those villages and to start 
de novo with large channels along 
the watersheds, He may, of course, 
be right, given his limited frame¬ 
work of reference, but we ought 
not to disturb these villagers with¬ 
out being fully aware of the 
technological and social conse¬ 
quences of what we plan. 

At this, point you may think me 
very conservative, wishing to pre¬ 
serve local technology and society, 
however backward. This is not. 
however, my point of view. I do 
not rule out planning for changes 
that appear desirable — saving 
water, growing sugar instead of 
rice, irrigating from channels in- 
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stead of tanks. But I insist that 
we must first understand why the 
peasant does things as he does 
them (for the road in the Tropics 
is littered with the debris of 
attempts to introduce a new techno¬ 
logy wholesale, without stopping 
to learn from indigenous practice), 
and that we must try to be aware 
of the social as well as the econo¬ 
mic consequences of what we plan. 
This is not a job for the mere 
engineer. 

You may also say, rightly, “But 
what of the cost of all that you 
plan and what will be the return?” 
It is, of course, of vital importance 
to apply the sophisticated techni¬ 
ques of cost-benefit analysis that 
have been evolved to the initial 
study of potential Bites for coloni¬ 
zation and for attendant irrigation 
and other works. It is eminently 
desirable to assess the cost-benefit 
ratios, too, for a series of alterna¬ 
tive schemes for achieving the same 
end; for example, the merits of a 
dam at “A” compared with a dam 
at “B" or a series of small dams 
at “C”, “D”, and ”F'; or the 
merits of this cropping pattern as 
against that; or of a system of 
brand-new channels as against the 
old tanks — though in that case 
some estimate may have to be made 
of the social cost of disturbing the 
established socio-technological sys¬ 
tem, and that may prove unquanti- 
liable. There is also a need to try 
lo assess not only the internal eco¬ 
nomic efficiency of a proposal, but 
also its external costs and benefits. 
For example, the Mahawelj Gangs 
scheme or the Lower Mekong 
scheme, may affect not only the 
area to be irrigated but also that 
much lower down, which may on 
the one hand be saved from floods 
hut on the other hand lose its an¬ 
nual tribute of beneficial silt, or 
even become subject to an inflow 
of brackish water from the sea 
through deltaic distributaries no 
longer able to preserve a seaward 
flow of fresh water. 

No doubt the evolution of sophis¬ 
ticated techniques of relating bene¬ 
fits to costs is a task for the econo¬ 
mist. But there seems to me no 
reason why others should not apply 
them; and, once again, so compli¬ 
cated and inter-related are the 
quantities demanding measurement 
that work by a team seems to be 
indicated. 
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But l muni hurry on, saying 
nothing of the detailed planning of 
a colonization scheme (many of 
the problems of which have already 
in fact been touched on, since they 
are often the local aspect of a 
general problem). 


It ) The Choice of Colonists 
Let u* turn to the question of 
the choice of colonists. This cannot 
altogether be separated from the 
exercises already outlined, for 
clearly consideration of technology 
and of social problems must be in 
terms of the groups who are to be 
involved. Often, moreover, the 
authority has no choice where 
some or all of its potential colo¬ 
nists are concerned. In the Terai 
scheme in Uttar Pradesh, for ex¬ 
ample, most of the colonists are 
refugees from Pakistan who just 
had to be accommodated. Frequent¬ 
ly some at least of the colonists 
will have to be those who have 
been dispossessed by reservoir con¬ 
struction. Where a choice has 
been open to the authorities, there 
has often been great confusion of 
aims about the purposes for which 
selection has been made. In Cey¬ 
lon, for example, there has been, 
and still is, confusion between two 
possible aims of colonization: is it, 
in the first place, to maximize pro¬ 
duction? Or is it, in the second 
place, to assist the landless and the 
impoverished? If the former, then 
rigorous economic considerations 
should be applied; colonists should 
he first and foremost good cultiva¬ 
tors, innovators too if a switch to 
nesy crops and new methods is de- 
sirfed or is demanded by the cost- 
benefit analysis. If the latter, then 
maximum neediness must be the 
criterion — a criterion remarkably 
hard to apply in a society where, 
strangely, it is not easy to say who 
is “landless” as the term is usually 
understood. 1 ’ In practice, colonists 
are selected by an imperfect appli¬ 
cation of the second criterion hut 
expected to behave as though they 
had been selected according to the 
first. In view of this problem I 
was led some years ago to suggest 
that colonies in Ceylon should be 
divided into two distinct categories, 
“Economic Colonies”, where the 
first criterion would be applied, 
and “Welfare Colonies”, subject to 
the second. 1 * At least one would 
then know the degree of subsidy 
involved and accounting would 
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have a greater air of reality. 

<d) Tenure in Colonization Schemes 
1 have left myself very little time 
in which to say anything about the 
system of tenure to be applied in 
colonization schemes, and perhaps 
it is just as well, for this is a thorny 
issue. Some have argued that colo¬ 
nists should be allowed to institute 
their traditional land holding prac¬ 
tices on entering a colony, especi¬ 
ally if they move in village groups. 
But most Governments have been 
unable to resist the temptation to 
introduce new forms of tenure 
which in one way or another are 
restrictive; people must be members 
of a cooperative or they are forbid¬ 
den to alienate or divide their land 
on inheritance, Usually the moti¬ 
ves, once again, are mixed — to 
recreate a formerly idyllic state of 
society (which probably never 
existed) or to achieve this or that 
economic end. In my experience 
the results of “imposing” a form of 
tenure are usually not those envi¬ 
saged by those who planned them. 11 

(e) Appraisal 

This brings me to my final point 
— the need for constant evaluation 
and appraisal of results in coloni¬ 
zation schemes- 1 am fundament¬ 
ally an empiricist. I have grown 
more and more sceptical of efforts 
to forecast exactly what will hap¬ 
pen when this or that scheme is im¬ 
plemented, however careful the 
planning, however single the aim, 
however wide the composition of 
the team of planners. So often, in 
practice, the unexpected happens. 
For this reason alone, quite apart 
from the interest of colonization as 
an experiment in settlement geo¬ 
graphy, I consider it essential that 
there should he a constant watch 
on young colonization sch¬ 
emes, so that as far as possible, 
local, mistakes may be rectified and 
broader issues of policy reviewed. 

I do not believe that this can be 
done except by field studies, for 
only thus do the forces at work 
begin to be apparent. 

Notes 

1 Daniel Fauchcr: “Geographie Agrai 
rt: Types de Cultures” (Paris, Lib- 
raire de Medic is, 1948). Also, his 
"Reflexions sur la method* en geog¬ 
raphie agraire”, Les etudes rhodani- 
ennes, 21 (1946), 87-92, recently 
reprimed in the first chapter of Pro¬ 
fessor Faucher's volume, "La Vie 
Rurale vue par un geographie” (Tou¬ 
louse, Institut de Geographie 1962). 


\ v " -' ", t: ^ 

the economic 

* Doreen Warriner: “Land Reform 

and Economic Development*’, Na¬ 
tional Bank of Egypt Fiftieth Anni¬ 
versary Commemoration Lectures 
(Cairo 1955), p 3. 

This is not to say that I approve 
of the idea of economic dualism of 
which the Dutch economist, J H 
Boeke wrote. See W F Werthein et 
at. (editors), “Indonesian Economics: 
The Concept of Dualism in Theory 
and Practice” (The Hague, W van 
Hoeve, 1961). 

* B H Farmer, “Pioneer Peasant Co¬ 
lonization in Ceylon" (London, etc, 
Oxford University Press, 1937). 

* P T Bauer “Indian Economic Policy 
and Development" (London, Allen 
& Unwin, 1961), p 63. 

“ Reports on Location and Utilisation 
of Wastelands in India (Delhi, 
1960-61). 

7 F R Moormann and R Dudal, 
“Major Soils of South-east Asia”, 
address given at Kuala Lumpur for 
the regional symposium of the Inter¬ 
national Geographical Union, 1962; 
see also. F R Moormann, "Lee sols 
de la Republique du Viet Nam", 
(Saigon 1961), pp 45-6. 

" See, fur example, H Brammer, “Soils 
of Ghana” (Kumasi, Department of 
Agriculture, Soil Studies and Soil 
Utilisation, 1958): and “A Report 
on a Reconnaissance Survey of the 
Resources of the Walawe Ganga Ba¬ 
sin, Ceylon” (Colombo, Government 
Press, 1960). 

* See H Gaussen, “The Vegetation 
Maps”, Institut Francois de Pondi- 
chery, Trauaux de la Section Scien- 
tifique et Technique , 1 (1959), 155- 
179; H Gaussen, P Legris and M 
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tion Map, Cape Comorin", pub¬ 
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national Map of Vegetation”, Sheet 
“Cape Comorin,” 1961. 
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55. 
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On the Economics of Relative Efficiency 

of Small Farmers 

DIpalc Maanmdar 


Why is it that the input of labour fond hence output per acre) is restricted in the larger farms at a 
point below that for the smaller farms? 

The explanation given by Amartya Kumar Sen (Annual Number, 1962) is that small farmers 
want to maximise output per. acre (since their self- supplied labour is costless), whereas large farmers 
want to maximise profits (since they have to pay hired labour). 

Dr Mazumdar questions the validity of the as sumption that self-supplied Labour is “ costless”, and 
argues that the explanation is ruled out by the findings of the Farm Surveys that both small and large farms 
make use of some hired labour. 

So long as any hired labour is used, the marginal supply-price of labour to the farm will be given 
by the, ruling wage rate (since hired labour can be taken to be in elastic supply at this wage-rate), and 
consequently input of labour would be carried to the same point in farms of various sizes, so Long as the 
pioduction function is the same. 


'J'HE data presented by the Farm 
Management Surveys in India 
have added another example to a 
phenomenon observed in many 
parts of the under-developed world, 
viz that in peasant agriculture, as 
the size of farms decreases, the 
output per acre increases. The most 
well-known example so far of this 
phenomenon has probably bean the 
finding of Professor P T Bauer in 
Malaya that output per acre in small 
holdings was so much more than 
in large plantations. (For a short 
statement, see P T Bauer, Economi¬ 
ca. 1946.) In the rubber industry 
of Malaya, this situation was com¬ 
plicated by the fact that factor pro¬ 
portions were seen to be widely 
different in plantations and small 
holdings, i r. capital was used much 
more relatively to labour in plan¬ 
tations. In the Indian surveys there 
is no such difference in capital- 
labour ratio by farm size within 
the range of observation. The high¬ 
er output per acre in smaller farms 
is really a function of the higher 
input of labour per acre — the 
other factors varying more or less 
in the same, proportion as labour. 
It is also seen that in smaller farms 
with higher labour input per acre, 
the output per acre increases, but 
the output per labourer decreases. 
That is to say, we have a classical 
type of production function involv¬ 
ing land and labour, with decreas¬ 
ing returns to labour, but the mar¬ 
ginal product of labour being still 
positive in the lowest size-group of 
farms observed. 


We have to explain why it is that 
the input of labour (and hence out¬ 
put per acre) is restricted in the 
larger farms at a point below that 
for the smaller farms. The explana¬ 
tion that has been given by Amart¬ 
ya Kumar Sen (The Economic 
Weekly, Annual Number, 1962) is 
that small farmers want to maximise 
output per acre (since their self- 
supplied labour is costless), whereas 
large farmers want to maximise pro¬ 
fits (since they have to pay hired la¬ 
bour) . This was incidentally also 
the argument offered by Professor 
Bauer in the Malayan case refer¬ 
red to. Apart from the doubtful as¬ 
sumption of self-supplied labour be¬ 
ing “costless’’ the explanation 
breaks down when we note the fact 
that in the data presented by the 
Farm Surveys, both small and large 
farms make use of some hired la¬ 
bour. So long as any hired labour 
is used, the marginal supply-price 
of labour to the farm will be given 
by the ruling wage rate (since hired 
labour can be taken to be in elastic 
supply at this wage-rate), and con¬ 
sequently input of labour would be 
carried to the same point in farms 
of various sizes, so long as the pro¬ 
duction function is the same. A 
more satisfactory explanation of 
variations in the input of labour 
by farm size is given below. 

We shall assume that the operi- 
• tor of the farm wants to maximise 
total profits from his given hold¬ 
ing. Then our explanation must 
show that the Bupply price of the 
marginal unit of labour used is 


higher for larger farms than for 
smaller ones. We have the addi¬ 
tional data that both small and 
large farms make use of family la¬ 
bour as well as hired labour, but 
that the proportion of hired labour 
is substantially smaller in the smal¬ 
ler farms. 

We can reasonably assume that 
the supply price of hired labour is 
the same for farms of all sizes and 
since no single farm is big enough 
to influence the price of labour, the 
supply curve of hired labour i* 
perfectly elastic for all farms at 
the given wage. There is no direct 
evidence about the nature of the 
supply curve of family labour. 
We then need a theory of the supply 
price of family labour before we 
can proceed to explain the observed 
facts about variations in labour in¬ 
put. Of cousc, we can simply say 
that the supply price of family lab¬ 
our is higher in larger farms than 
in smaller farms, because it includes 
some valuation of human labour 
expended at market wages. But this 
controversial element is small. 
This is not very much of an ‘ex- „ 
planation’ of an observation; it is 
rather stating the observed facts 
in different words. 

Supply Price of Agricultural Labour 

The only reasonable theory of 
the supply price of labour that 
I have seen in the situation, where 
employment is less than full-time, 
is one which relates the wages of a 
unit of labour to the amount of 
work time put in by it. I have 
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plain the determination of agri¬ 
cultural wages under conditions of 
surplus labour \ In this earlier 
discussion I had expressed the 
function too much in physical 
terms (following Harvey Leibens- 
tein): a higher wage is required 
to call forth a larger supply of 
work days from a labourer because 
he can be physically more efficient. 
The functional relationship is, how¬ 
ever, valid not only hecause of 
such considerations of physical 
efficiency but also for psychological 
reasons. Marginal disutility of 
labour is a function of the work 
units supplied. 

Of course, with a generally rising 
function relating wage to the number 
of work-units supplied by a labourer, 
the nature of the function connec¬ 
ting the marginal supply price of 
a work-unit (equivalent to the mar¬ 
ginal cost of a work-unit) to the 
number of work-units supplied is 
indeterminate. In the range in 
which the supply of work-units 
increases proportionately more than 
the increase in wage, the marginal 
supply price of a work-unit will be 
declining; and conversely 2 . But the 
empirical evidence that has accu¬ 
mulated about the level of employ¬ 
ment and wage-rates of casual agri¬ 
cultural labour tends to show that 
in regions where there is a smaller 
number of days of work secured 
by an average agricultural labourer, 
the daily wage-rate also tends to 
be lower. Thus if we think of the 
supply curve of effort for an agri¬ 
cultural labourer as one relating 
the number of work-days supplied 
per year to the annual earning, 
then clearly the function is of a 
kind that produces a higher mar¬ 
ginal supply price of labour 
(equal to the daily wage-rate) as 
the number of work-days supplied 
increases *, 


Bind labour and Family Labour 

In what follows we shall be as¬ 
suming that this positive relation¬ 
ship between the marginal supply 
price of effort and the volume of 
effort holds good generally, what¬ 
ever time-period we may be con¬ 
sidering. Assuming such a relation¬ 
ship for all labour, what conclu¬ 
sions do we reach about the supply- 
price of family labour compared to 
that of hired labour? The distingu¬ 
ishing characteristic of family la¬ 
bour is that whereas hired labour 
gets only its marginal product, fa¬ 
mily labour will get more than its 
marginal product because part of 
the rent element accrues to it. In 
the case of family labour supplied 
by owner-cultivators, the whole of 
the rent is enjoyed by it. In the 
case of tenant cultivators, family 
labour will get more than its mar¬ 
ginal product so long as the tenants 
have to pay less than economic 
rent. (We shall come back to that 
possibility later on). If then the 
function connecting supply of effort 
and earnings is the same for hired 
labour and family labour, we can 
say that for the same volume of 
effort, the supply price of family 
labour (which is equated to the 
marginal product) will be less than 
that for hired labour. 

For an individual farm, there¬ 
fore, the supply curves for the two 
types of labour look like those 
shown in Fig 1. There is a given 
wage for hired labour determined 
by the average number of work- 
units it has to supply in that area. 
(We need not go into the exact 
mechanics of the determination of 
this wage here). For all volume of 
work leas than this supplied by fa¬ 
mily labour, the supply curve of 
family labour is below the given 
wage—and the supply curve begins 
to rise above the wage level only 
when the volume of work a unit fa¬ 
mily labour is called upon to supply 
exceeds by a certain proportion the 
average amount supplied by a unit 
of hired labour to the area as a 
whole. Family labour will then be 
employed by a farm up to the point 
where its supply price is equal to 
the wage-level of hired labour, and 
further requirements for labour 
will be met by employing hired la¬ 
bour. Now, given this situation, it 
appears that the labour input will 
be larger in smaller farms (assum¬ 
ing the same production function 
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for all farms) only if the latter do 
not employ any hired labour at all. 
If any hired labour is employed by 
all the farms, the marginal supply 
price of labour will be the (cons¬ 
tant) wage level for all farms, and 
input of labour will be carried to 
the same point. But as we have seen 
before, hired labour is employed by 
small farms as well as large farms, 
though to a smaller extent. How 
then do we get the result we have 
observed ? 

Labour Input in Composite Units 
The answer is that we cannot add 
the supply curves of the two types 
of labour in the text-book way as 
we have done above because of the 
fact that labour input in the pro¬ 
duction process in agriculture is not 
regular and invariable for all work¬ 
ing days. Where hired labour is 
used intermittently and only for 
some days of the year, one must 
think of the use of such labour as 
making possible the profitable use 
of further units of family labour 
on other days. Thus in the produc¬ 
tion process of the farm we can 
think of labour input being mea¬ 
sured in composite units made up 
of units of family labour as well 
as such units of hired labour as are 
required to make the former effect¬ 
ive. The idea can be illustrated 
with a simplified example. Suppose 
the year is divided into two parts 
— a busy season and a slack sea¬ 
son. Assume also that the supply- 
function of family labour relate* 
its supply price not to the volume 
bf work supplied for the year as 
a whole, but to the volume of work 
supplied in each season separately. 
The supply price of a marginal unit 
of family labour in the slack sea¬ 
son is given by A s (Fig 2). But to be 
effective in the production process, 
this marginal unit of labour hag to 
be associated with an additional 
unit of labour in the busy season; 
and at Ai this additional unit re¬ 
quired is supplied by hired labour 
at the prevailing wage rate. The 
composite marginal unit of labour 
is then made up of the unit of fami¬ 
ly labour in the slack season, and 
the associated unit of hired labour 
in the busy season. The price of 
the marginal unit will be the «nm 
of the supply prices at A, and A*. 

Of course, the production year 
need not be broken up into two 
seasons only. More realistically per¬ 
haps, it would be split monthwise. 
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Figure 2 




But the argument remains the same, 
A marginal unit of labour input is 
composed of additional units of la¬ 
bour required to be put in several 
months. In some months that are 
busy the additional labour unit is 
supplied by hired labour, and m 
other slack months it is provided by 
family labour. 

It is now seen how the supply 
price of the marginal labour input 
will be higher for larger farms. In 
the larger farms where the poten¬ 
tial supply of family labour per 
acre is relatively less 4 , for the same 
volume of labour input, the margi¬ 
nal input of labour is made up 
with a rather larger proportion of 
hired labour than in the smaller 
farms (as, indeed, is shown by our 
data!. This will in itself make the 
marginal supply price of labour 
higher in the larger farms. This 
tendency is reinforced by the fact 
that the supply price of family la¬ 
bour in the slack months could also 
be expected to be higher for the 
larger farms. 

Full Employment Constraint 

Apart from the fact that the mar¬ 
ginal supply price of family labour 
exceeds the wage level of hired la¬ 
bour in the busy season, there if 
another reason why input of hired 
labour may be associated with a 
marginal increment of family labour 
in the slack season. This is due to 


the fact that when certain types of 
agricultural operations have to be 
concentrated within a few days, 
family labour supply in individual 
farms will, on such days, come up 
against the constraint of full em¬ 
ployment, even though for the month 
concerned there is rather less than 
full employment. The required la¬ 
bour input can then be provided by 
hired labour only. Since this situa¬ 
tion will occur more often for a 
larger farm, the proportion of hired 
labour units in a marginal compo¬ 
site unit of labour input will be 
larger for the larger farms — and 
lienee the price of such a unit will 
be higher. 

Thus from the suggested hypothe¬ 
sis involving a supply curve of effort 
for family labour, we are able to 
explain the larger input of labour 
in smaller farms which we set out 
to explain. The result follows as 
long as the marginal supply price 
of family labour is less than the 
wage rate for hired labour in, at 
least, part of the slack period. Given 
our basic supply-of-effort function, 
this will always be so if the total 
work-time put in by a unit of fami¬ 
ly labour in these periods is less 
than the work-time supplied by an 
average hired labourer to the area 
on a whole. The possibility will be 
reinforced for owner-cultivators who 
appropriate the rent element, and 
also for tenants as long as they pay 
less than economic rent. 

It might be asked that, if the out¬ 
put per acre is higher for smaller 
farms due to the reasons given 
above, will it not be more profit¬ 
able for owners of larger holdings 
to lease out their holdings in smalt 
units instead of depending on hired 
labour to the extent they do? There 
are probably many non-economic 
and conventional factors preventing 
this, but the analysis given above 
enables us to indicate at least one 
possible reason why this may not 
happen due to economic consider¬ 
ations. The higher output per acre 
on smaller farms is, as we have ar¬ 
gued, due to the supply price of 
the marginal unit of family labour 
being reduced. When the owner- 
cultivator of a larger holding leases 
out his holding in smaller units, 
there are two opposite influences on 
the supply price of the marginal 
unit of family labour. On the one 
hand, the availability of a larger 
stock of family labour per acre de¬ 


creases its marginal supply price; 
but while the owner-cultivator is 
able to appropriate the economic 
rent, the tenant has to forego it, 
thus increasing the marginal supply- 
price of family labour put in by 
the latter. It follows that to enable 
the output per acre to expand, the 
owner who leases out his land may 
have to accept only a part of the 
economic rent, and a smaller part 
of a larger output may not give 
him a more profitable position. 

It is reasonable to believe that 
the reduction in the marginal sup- 
ly-price of family labour that can 
e achieved through a given reduc¬ 
tion in the volume, of effort per acre 
put in by a unit of family labour 
will be smaller when we start from 
a lower level of supply of effort 
per acre than when we start from 
a higher one. This means that the 
profitability of leasing out lands in 
smaller units will diminish as the 
size of holding to be leased out 
diminishes. Unfortunately, the U P 
Survey does not give the informa¬ 
tion separately for tenant-cultivated 
and owner-cultivated holdings. So 
we do not know the division of hold¬ 
ings between these two groups in 
different size-groups. Nor have we 
any information available from the 
Survey about rent paid by tenants 
by size-groups of tenanted holdings. 
Taking all holdings together, only 
7-8 per cent of all cultivated area 
falls in the size-group of holdings of 
under 5 acres—even though the out¬ 
put per acre is highest for this 
group. The modal group of hold¬ 
ings as far as area cultivated is 
concerned is 10-15 acres where the 
output per acre is about the average 
and something like 25 per cent be¬ 
low the output per acre in the smal¬ 
lest size-group. It is my hypothesis 
that when the relevant data are 
available, it will be found that the 
small holdings will be either owner- 
operated or tenanted holdings with 
a lower than average incidence, of 
rent. 

Notes 

1 ‘The Marginal Productivity Theory of 
Wages and Disguised Unemployment’, 
Review of Economic Studies, June 
1959, 

= Ibid. 

, See in particular, the study of wage- 
rates in different regions of U P by 
C N Chaturvedi (Govt of U P Sta 
tistical Division, 1944 V. 

4 The number of acres in a farm per 
family worker increases continuously 
from 1.5 for farms under 5 acres to 
10.0 in fanns above 25 acres. 
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In fifteen years 15 Ships 


THIS is the record of our progress 
in owning and operating cargo 
ships in coastal and foreign trade. 
The fleet includes India's first coa¬ 
stal Tanker (total G.R.T. 95872). 
Delivery of five ships are due in 

I 

near future. Plans are ahead for 
continuous increases in fleet 
strength and tonnage in the com¬ 
ing years. 

Speaking of First: besides acquir¬ 
ing India's first commercial oil 
tanker we were also the first 
among the Indian Shipping Com¬ 
panies to participate in the Inter¬ 
actional Tramp Trade. We fix 
charters all over the world. 
Recently we have inaugurated a 
service on West Coast of U.S.A. 
Canada/India Route. 

As pioneers of the “Self Financ¬ 
ing Scheme" nearly fifty per 
cent of our present fleet has 
been acquired by repaying 
foreign exchange loan out of 
net foreign exchange earnings 
of ships. Thus, we serve the 
nation's effort to save and earn 
essential foreign exchange and 
build maritime power. 
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Whither Cooperatives ? 

(Contributed) 
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“Cooperation has failed; it must succeed” is the oft-repeated slogan of the All-India Rural Credit ;.:. 
Survey. 1 . k ,' : i'§ 

One wonders whether in view of the recent developments in cooperative planning and the present 
state of cooperatives, the slogan should not be changed into : 

“Cooperation has succeeded; but U is bound to fail under the existing circumstances ”, 


From barely 3 per cent in 1951-2, the proportion of credit needs met by cooperatives has risen to 
about 20 to 22 per cent in 1902-3. 

But if the Rural Credit Follow-up Survey is any guide, the credit cooperatives, except perhaps in 
some areas of Maharashtra and Gujarat, are hardly anything more than a convenient agency for disburse¬ 
ment of concessional finance received from the Reserve Bank. 


While the accommodation offered by the Reserve Bank has increased from less than a few crores in 
1951-2 to more than Rs 150 crores in 1962-3, there has been very little growth in either the resources or the 
efficiency of cooperatives. ■ ■ 


the proportion of borrow¬ 
ings by cultivators through co¬ 
operatives has increased from a bare 
3 per cent to 20 per cent in 
1962-3, one may legitimately ask, 
is this not an indication of the 
growth of cooperatives? Admit¬ 
tedly, thanks to the concerted 
efforts made by the Reserve Bank in 
1956-60, the financing agencies 
(state and central cooperative 
banks) are stronger today. But 
the primary credit society, inspite 
of a substantial increase in number 
and coverage of villages, conti¬ 
nues to be as inefficient a lending 
institution as it was before. The 
‘improvement’ in working of co¬ 
operatives can hardly be said to be 
due to increased efficiency of the 
cooperative societies themselves 
and, in fact, it is not unlikely that 
cooperatives today are more vulner¬ 
able than they were before. 

The second question which can 
justifiably be asked is why is it 
that there has not been any signi¬ 
ficant increase in deposits and own¬ 
ed funds of cooperative societies? 
To a large extent, the increase in 
deposits might as well be termed as 
fictitious inasmuch as the undrawn 
proportion of the credit limits fixed 
by the higher financing agencies is 
shown as deposits of the borrowing 
institutions! With regard to owned 
funds also, thanks to the substantial 
increase in the funds allocated for 
state contribution to share capital, 
the position of share capital of co¬ 
operatives has improved. As re¬ 
gards share capital held by mem¬ 
bers, is it not well known that the 


general practice is for the coopera¬ 
tives to deduct a part of the credit 
sanctioned and to take it as share 
capital held by the member? Thus 
even purchase of shares of coopera¬ 
tive societies is financed out of funds 
received from the Reserve Bank. 
It is thus obvious that statistics of 
the cooperative movement do not 
show the real picture. 

End of Cooperative Planning? 

What is the reason for this sorry 
state of affairs? For a proper 
understanding of the factors that 
have led this country to this mess, 
one has to view the problem in the 
historical perspective. Though the 
cooperatives were being organised 
since 1910s, it was not until 1940s 
that any concerted efforts at deve¬ 
lopment of cooperatives were made, 
and that too, only in the pie-re¬ 
organised Bombay State. It was 
only after the publication of the 
Report on All-India Rural Credit 
Survey in the year 1954 and adop¬ 
tion, if only for the Second Plan, 
of the Integrated Scheme of Rural 
Credit (ISRC) recommended in 
that report, that some semblance of 
concerted endeavour at cooperative 
planning was evidenced. 

The Rural Credit Scheme, how¬ 
ever, had its opponents not only in 
the Government circles but also 
among influential groups within the 
cooperatives. The strongest op¬ 
position to the ISRC came from 
the Gandhian fundamentalists and 
“village management” school in 
the Government who support the 


Community Development philosophy 
which was being propagated from 
the year 1951-2 under American 
sponsorship. These forces (whose 
rationale for opposition to the ISRC 
was that the scheme would thwart 
the development of village leader¬ 
ship because of the state participa¬ 
tion) joined the vested interests 
within cooperatives whose future 
was in jeopardy because of state 
participation. These forces, gene¬ 
rally under the hegemony of (1) 
the village trader-cum-moneylender 
(who was being exposed by the 
state nominees appointed after 
state participation) and (2) the 
urban-oriented vested interests in 
the central cooperative banks who 
saw in the Rural Credit Scheme a 
threat to their power, opposed the 
scheme on the issue of official versus 
non-official leadership. Thanks to 
the successful reversal in 1957-8 of 
the policy of state participation, the 
entire ISRC was virtually aban¬ 
doned. With this, the fate of 
Indian cooperatives in the Nehru- 
social ism era was also sealed. 

This prognosis, which implies the 
failure of the cooperative develop¬ 
ment schemes and along with it, 
the failure of agricultural develop¬ 
ment also, needs to be critically 
examined in the light of the various 
socio-economic factors. For those 
who view the problems of coopera¬ 
tives as one of educating the peo¬ 
ple in the theory and practice of co¬ 
operation or of developing and 
strengthening the cooperative orga¬ 
nisation through larger financial 
aid or of developing village leader- 
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ship through seminars, conferences 
and Bharat Darshan tours, the 
statement that the cooperatives are 
on the verge of failure (if they have 
not already failed) would appear 
to he unrealistic and much too 
pessimistic. But if one reads be¬ 
tween lines the verbose and diplo¬ 
matically drafted Follow-up Survey 
Reports, one cannot help feeling 
that cooperative planning has gone 
astray, that a policy of drift has re¬ 
placed cooperative planning and 
that as a result, the movement ha* 


; suffered. It is therefore important 

f to know the reasons why, inspite of 

'• the fanfare and publicity, coopera- 

- tive planning ha* failed. 



of the Cooperative Department, is 
it not to® much to expect a lowly 
paid Inspector of Cooperatives to 
report against a person who has 
direct contact with his seniors? 

Reasons for Failure 

Docs this mean that the basic 
thesis of the ISRC, namely, that of 
combining the progressive forces of 
the state with the ‘weak’ in the 
rural areas against the reactionary 
forces of the village trader-cum- 
moneylender was wrongly conce¬ 
ived ? 1 The answer is both ‘ yes ’ 
and ‘no’ depending upon one's 
view of history. To a Marxist who 
conceives of the state as an instru- 


.. , . „ . , merit of the upper class, the ISRC 

is worthless, misguided idealism, 
The working of a cooperative and worse. To a pragmatic student 
cannot he considered in isolation of of history who conceives of the 
J the social environment in which state as a democratic institution, 

it works. The village in India to- there is nothing illogical in recorn- 
day is caste ridden and castes are mending the use of state as a force 
generally, if not always, synony- against the reactionary forces of 
mous in individual village with trading and moneylending interests, 
economic classes. Thanks to the In fact, it would have bpen possi- 
land reforms, however tardy and ble for this country to effect radical 
half-hearted, the power that was changes in the social structure, 
associated with the concentration especially in the rural areas, if it 
of land ownership has been dissi- were possible (1) to implement 
paled to a considerable extent fully the land reform measures 
though it has not vanished alto- envisaged in the First Five-Yeai 
gether. Ownership of land, how- Plan, thus completely eliminating 
ever, has been traditionally asso- the reactionary forces of land- 
ciated with money lending, trading lordism; and (2) to develop co- 



the economic wheel 

aided institutions to implemei 
the orop loan system. 

Right from the initiation of 
reoriented system of rural credit ; 
1949 in the pre-reorganised Bombs 
State to the time when the attack 
the ISRC was initiated by the Go 
eminent of India in general and t 
Planning Commission in particuli 
in the year 1956-7, the ideology 
the basis of which cooperate 
development plans were heir 
planned was that explained in tl 
Report of the All-India Rural Cr 
dit Survey Committee, viz. 

(T) Building up the busine 
efficiency of cooperatives by (a 
making the institutions viable, (l 
provision of trained personnel, an 
(r) adequate financial aid; 

(2) Appointment of state noni 
nees to counter the power of tf 
rural vested interests; and 

(3) Formulation of rules an 
procedures regarding sanctionir 
of credit limits in such a manner i 
to prevent arbitrary use of powe 
either hy the vested interests witl 
in the cooperatives or by the goveri 
mental organisation connected wit 
inspection of cooperatives. 

Irrelevant Issue* 


if.. 


or shopkeeping. And with the par¬ 
tial breakup of landholding, the ex¬ 
owners have generally concentrated 
on trndirig-cum-moneylending. These 
money lenders-cum-tradcrs who to¬ 
day dominate the cooperatives are 
owners of the best houses in the 
village and, therefore, invariably 
play host to government officers 
and "state nominees' when they 
visit the village for inspecting co¬ 
operatives. Can anyone imagine 
such an official reporting against 
his host, the village moneylender- 
cum-trader-cum-chairman of the co¬ 
operative society? What is more, 
the village moneylendcr-cum-tra- 
dcr in the rural areas and the chair¬ 
man of the marketing society in 
urban areas are generally important 
entities in the political organisation 
as also in the district level hoard 
and the zilla parishad. These ‘non- 
officials’ or ‘leaders of cooperatives’ 
•who modestly call themselves as 
“cooperative workers” always have 
direct access to the senior official* 


operatives through state aid and 
state participation, thereby reduc¬ 
ing the power of the trading-cum- 
inoneylending classes in society. 
While the first objective has been 
partially achieved, the second mav 
he said to have been relegated to 
the background, especially since 
1957-ff. 

i - 

Concerned as we are only with 
the second objective, analysing the 
reasons for the failure of the co¬ 
operative development plans, one 
finds that the important factors 
responsible for the failure of co¬ 
operatives are (1) confusion of 
ideology regarding cooperatives; 

(2) ineffective implementation of 
the state participation scheme; and 

(3) failure of the state and state- 


1 See “ Context for Cooperatives ” hy 
Daniel Thorner, The Economic 
Weekly Annual Number 1962 and 
“Rural Cooperatives — Out of Con¬ 
text”. The Economic Weekly 
March 3. 1962. 
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fold objectives of the cooperatn 
development plans were relegate 
to the background and those_ coi 
nected with cooperative plannin 
misdirected their efforts at solvin 
less important issues such as largi 
size verms small-size cooperative 
whether supervision should be th 
prerogative of the financing institi 
tions or government, whether stal 
participation in cooperatives shoul 
he direct or indirect. All thes 
issues, even though they have som 
bearing on the basic objectives c 
ideology, are of lesser important 
but as subsequent development 
have proved, the less jmportar 
issues demanded at times so muc 
attention of cooperative plannei 
that they had little time to atten 
to the more important objective c 
the development of cooperative: 
To make confusion worse cor 
founded, the school of ‘villag 
management’ which has entrenche 
itself in the Planning Commissior 
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the supporters of the idea of deve¬ 
lopment of “village leadership at 
the grass roots level” with moral 
and pseudo-scientific support from 
“foreign experts” (mostly from 
America) and finally the so-called 
“Extension school” which, obsessed 
with the idea of taking the ‘ideas in 
the laboratory’ to the field through 
visual aid techniques etc (the early 
supporters of the Agricultural 
Package Programme) started a 
concerted attack on the 1SRC. 

While the confusion in ideology 
can be explained away by honest 
(was it always so?) differences of 
opinion between different schools 
which were themselves well-wishers 
of the Cooperative Movement, the 
position appears to be quite diffe¬ 
rent With regard to the failure of 
the scheme of state participation. 
The year 1957-8 which witnessed 
the reversal of the policy regarding 
cooperative development plans 
particularly in the matter of state 
participation also saw the birth of 
service cooperatives and the. paddy 
pilot schemes which were precursors 
of the Intensive Agricultural District 
(Package) Programme. The fact 
is that the service cooperatives, as 
now envisaged, are hardly any 
different from the multipurpose co¬ 
operatives envisaged prior to 1951. 
Yet they were and are being pro¬ 
pagated on the simple assumption 
that what agriculturists need is a 
single cooperative institution which 
can meet their varying require¬ 
ments and not several specialised 
institutions as envisaged in the 
ISRC. 

State Participation 

The adherents of the school of 
‘village leadership' also argued that 
service cooperatives would encour¬ 
age village leadership while large- 
size state-partnered societies would 
only encourage bureaucracy, all 
the time forgetting that the. basic 
reason for the failure of coopera- 
lo be the domination of coopera¬ 
tives by vested interests. It was, 
therefore, not surprising that when 
a new Cooperative Act was being 
passed in the state legislature in 
the most progressive of the states, 
namely, Maharashtra, the Congress 
Ministry was apologetic about its 
support to state participation and 
even offered a guarantee that no 
state nominees would he appointed 
in cooperative*. Though even now 


there is state participation even in 
the service cooperatives, such parti¬ 
cipation is treated as additional 
financial aid to cooperatives rather 
than as an important innovation for 
strengthening the institutional frame¬ 
work. 

Crop Loan Scheme 
The failure to implement the 
crop loan scheme is more difficult 
to explain. It is particularly im¬ 
portant to remember in this con¬ 
text that the vested interests are 
not necessarily always only the 
village trader or the moneylender. 
Even an agriculturist who has 
managed to get large funds from 
the central cooperative bank through 
manipulations (ie, by depriving 
other cultivators of loans of ad¬ 
equate size) has himself a vested 
interest: so has an official of 
Government or Central Bank who 
connives with this fanner. It is 
only in a cooperative system where 
the rules are vague, where it is 
possible to exercise arbitrary powers 
in reducing or enhancing credit 
limits, and where one can give 
larger loans to one’s friends and 
deprive others who are not favou¬ 
rites without being called upon to 
give any explanation to any body 
that vested interests thrive. The 
basic cause of this malady is the 
vagueness in the rules and proce¬ 
dures, and the absence of clearly 
defined criteria in regard to scales 
of finance and defective allocation 
of powers regarding supervision, 
inspection and audit, and scrutiny 
of credit limits. The crop loan 
system, shorn of its technicalities, 
aims precisely at reformulating 
these rules and procedures and re¬ 
defining the rights and duties of 
various institutions and state autho¬ 
rities who are directly or indirectlv 
connected with the sanctioning and 
disbursement of loans. The sem¬ 
blance of an attempt at introduc¬ 
ing the crop loan system was made 
in the pre-reorganised Bombay 
State as early as 1951-2 which was 
perhaps the most important reason 
for the relatively successful deve¬ 
lopment of cooperatives in that 
area. Subsequently, in a valuable 
document entitled “Report of the 
Crop Loan Evaluation Committee” 
appointed by the Bombay State Co¬ 
operative Bank, clear cut recom¬ 
mendations were made regarding 


the way in which the crop loan 
system ought to he implemented. 
That though some of the persons 
connected with this Committee are 
by now placed in very strategic 
and important positions, very little 
progress has been achieved in crop 
loans can only be explained by the 
demoralisation of cooperative wor¬ 
kers or confusion in ideology. 

Paradoxical Situation 

Under these circumstances, it is 
hardly surprising that (1) a vill¬ 
age moneylender finds a new co¬ 
operative society a convenient 
agency for getting back the loans 
advanced earlier by him to the 
agriculturists: (2) a trader finds a 
marketing society a convenient 
centre for assembling of produce, 
once the headquarter of the market¬ 
ing society is located in the office 
of the processing plant owned by 
him: (3) cotton merchants who 
have influence in the central bank 
find the cooperative spinning mill 
(whose share capital was raised by 
the central bank of deducting a cer¬ 
tain proportion of the total credit 
limit sanctioned to cooperatives) as 
a convenient mode for disposal of 
produce and at the same time avail 
of concessional finance in the form 
of trade credit, offered by the 
central cooperative hanks with the 
help of the Reserve Bank, and (4) 
agents of Bombay cotton buyers 
find marketing cooperatives in the 
upcountry areas a convenient agen¬ 
cy for credit, practically interest 
free, in the form of trade credit 
from marketing cooperatives which 
in turn are financed at a conces¬ 
sional rate of interest by the Reserve 
Bank. 

Thus what we are observing to- 
day is a pradoxical situation. In¬ 
spite of the best of objectives, a 
clearcut ideology and a well laid- 
out scheme, the very institutions 
which were meant to strengthen the 
bargaining power of the weak 
against the strong have been turn¬ 
ed by the strong to their own 
use, for furthering their own ends. 
In other words, the State, instead 
of joining with the weak to pro¬ 
vide a bulwark against the strong, 
is being used as an instrument by 
the strong for exploiting the weak. 
Can such an institutional frame¬ 
work he viable over a period of 
time? 
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Scindia ehlpa touch— 
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Notes on Indian Rates 
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of Growth 


Waiter C Neale 

With the assistance of 

Dean S Sanders 


These notes report on some computations and statistical fiddling with a few Indian macro-economic 
series, tax data, and assumptions, and had their origin in the author's conviction that the number of shoes- 
withdaces among the poorer sections of the population had increased more between 1956 and 1960 than the 
national income figures warranted. But since such bus-stop observations are unscientific it seemed necessary 
to find other means of arguing that India was developing more rapidly than generally thought. 

Other beliefs, or hunches, contributed to this feeling: (street corner) observations of a swelling 
small-scale sedtor, the absence of famines, the vague complaints of the upper and middle classes, which are 
apt to be indications of rising welfare among the lower orders, and a number of surprising assertions by 
P W D officials and farmers in Ahmednagar District tkat there was a labour shortage. 


'J’HE basic equation to which series 
data were fitted was 
log Y = a -f ' bx 
where Y was the series data; 
x, the years; and 
b, the log of the rate of 
growth* 

It is noticeable that the first 
strong upsurge in the national in¬ 
come and agricultural series comes 
between 1951-2 and 1952-5, while 
the first sharp increase in the in¬ 
dustrial series occurs between 1953 
and 1954. Since my interest was 
not in Plan periods but in growth- 
while-growing, these are the start¬ 
ing dates for comparisons, and be¬ 
cause I lacked the most recent data 
the terminal year is generally 
1960-61 or 1961, except that the 
average of January through Sep¬ 
tember is used to represent indus¬ 
trial output during 1962. 

Another striking characteristic 
of the series is the large year-to-year 
variations in rates of growth. In 
agriculture the variaiions are due 
to the variability in amount and 
timing of the monsoons; in indus¬ 
try at least in large part to the 
foreign exchange crisis; and both 
sectoral instabilities lend irregula¬ 
rity to the national income series. 
I have, therefore, computed and 
analysed three-year moving averages 
in the hope that the moving aver¬ 
ages would remove the “current 
causes” and reveal the “underlying 
trends.” 

* The author is aware that since 
these time series are variously sums 
and components of one another 
there must be high auto-correla¬ 
tion, especially as between the 
annual and moving average com¬ 
putations. In line with much time 
series analysis he has happily ig¬ 
nored the fact. 


National Income and Net National 
Product 

Since computations of national 
income at factor coat do not reflect 
increasing government receipts of 
indirect taxes, national income 
figures understate the growth in 
the total real productivity of the 
Indian nation. To construct a net 
national product series at constant 
(1948-49) prices, I 

(1) took the net total of all 
indirect taxes (as reported in the 
U N “Statistical Yearbooks” and 
the R B I “Reports on Currency 
and Finance”), 

(2) subtracted import duties 
since they did not represent pro¬ 
ductive capacity of India, 

(3) deflated the resulting figures 
by the implicit deflator of the na¬ 
tional i-ncome series, 

(4) added the result to the 
national income figures, and 


(5) turned this N N P series 
into an index pegged at 105.2 to 
equal the national income index for 
that year. 

The series are shown in Table 1. 

The computed (predicted) N N P 
for 1961-2 at Rs 137.23 ahjaa was 
only 5.8 per cent higher than the 
actual (“estimated”) 1961-2 natio¬ 
nal income, hut 7.3 per cent higher 
than the computed national income. 
Although the rate of growth of 
N N P at 3.73 per cent waa 9.38 
per cent more than the national in¬ 
come rate of 3.41, a Student’s Meet 
of the differences in b showed only 
a value lying between probabilities 
of .10 and .50, and an F-test of the 
difference between the equations 
was insignificant at .05 probability. 
However, when the b values of na¬ 
tional income and N N P for both 
annual and 3-year moving average 
series were compared with a b value 
for an assumed 2 per cent rate of 




Table 1: 

Net National Product 

of India 




N N P at 

N N P Index 


N N P: 3-year 

Year 


1948-9 Prices 

(1951-2 set 

Years 

Moving Average 



(Rs) 

at 105.2) 


of Col 3 

(1) 


(2) 

(3) 

(4) 

(5) 

I951-2 


94.3 

105.2 



1952-3 


92.7 

109.0 

1951-4 

109.9 

1953-4 


103.4 

115.4 

1952-5 

114.5 

1954-5 


106.5 

118.9 

1953-6 

118.6 

1955-6 


108.7 

121.3 

1954-7 

122-5 

1956-7 


114.1’ 

127.3 

1955-8 

127.6 

1957-8 


114.4 

127.7 

1956-9 

130.5 

1958-9 


122.3 

136.5 

1957-60 

135.0 

1959-60 


126.2 

140.8 

1958-61 

142.2 

1960-1 


133.8 

149.3 



log N N 

P 

(annual)' = 2.02331 + (.01591) X. where 1951/2 

= X = 0 

N N 

P 

(mvg average) — 

2.03221 + (.01537) X, 

where 1951/4 — X — 0 


The equations for national income fitted in the same way were: 
log Nat’l Y (annual) ~ 2.02650 + (.00796) X 

where 1951/2 -■ X ~ 0 

log Nat'l Y (mvg average) = 2.04441 + (.00687) X 

where 1951/4 ~ X = 0 
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growth of population all four com¬ 
puted I) value** were significant at 
. 01 . 


Although a /-teat for differences 
in values of b for the national in¬ 
come and N N F 3-year moving 
averages showed significance at 
uniy .10, it is noteworthy that an F- 
t«?st for difference between the na¬ 
tional income and N N P equations 
showed significance at .05, with an 
F value only slightly too low for 
significance at .01. Two or three 
more years. especially if growth 
is more regular, should show an F 
value significant at .01, and / values 
(or the test of //s significant at .05; 
and after the last budget it appears 
even more likely. 


Adjusted National Income 

Part of the hunch that led to this 
investigation was the feeling that 
industry was growing more rapidly 
than appeared in the usual series, 
but there seemed no other figures 
to use. Then in 1961 the Indian 
Institute of Public Opinion publish¬ 
ed its own indices of industrial pro¬ 
duction for the years 1951-60 in its 
Monthly Economic Commentary 
(No 25, p 18). I imagine there is 
some dispute over these figures, 
but they are here accepted to repre¬ 
sent “mining, manufacturing, and 
small scale industry”, which usually 
ncci.unts for 18.5 |kt cent of natio¬ 
nal income. If one computes a 
national income growth rate net of 
industry from the equation 

Hv (.185) Hi + (.815) Ro 
where Ry fitted growth rate nf 
N Y; 

Hi ■' fitted growth rate of 
the official index of 
industrial output (see 
below); nod 

Ro the growth rate net 
of industr) (which 
turns out to be 2.637 
per cent) 

and then substitutes for Hi the fitted 
growth rate of the 1 I P O index 
at 10.35 per cent to recompute the 
national income growth rate, the 
new Ry is 4.06 per rent instead of 
3.41 per rent, or 19 per cent higher. 
If the new rate has been the true 
rate since 1951-2 the 1961-2 natio¬ 
nal income was Ks 131.6 ahjas. or 
an index number of 156.3. 

All this is, of course, no more 
Criticism of the C S O series than 
that implied in my original visceral 
Optimism about Indian growth. But 




if the C S O has erred on the side 
of caution the true rate of growth 
of the Indian economy has not been 
so low as some have felt. The ab¬ 
solute differences between the in¬ 
dices are not great over nine years, 
but by 1976 there will he a 15 per 
rent difference between the indices 
at present rates; and since industry 
should grow more rapidly than the 
rest of the economy the weight of 
industry should he greater than 
18.5 per cent and the difference in 
the indices would be even more. 

Industrial Output 

The last section assumed that the 
I IPO index was a legitimate 
substitute for the (' S O index of 
industrial production. Whatever 
the merits of this assumption — 
and the writer has no intention of 
defending or refuting the assump¬ 
tion- the following comparisons can 
he made between the two indices 
A fit to the official index for annual 
data for the ypnrs 1953-62 gives a 
rate of gimvth of 1.74 per cent com¬ 
pared with ini I I P O rale (\53-"6()l 
of 9.00 per cent using the same in¬ 
dustries as the C S 0, Using 1960 
weights for all industries producing 
R« 10 lakhs or more in 1960 the 
I I P () index <’53-‘60| rate works 
out a! 10.35 per cent, the rate used 
in computing an alternative natio¬ 
nal income in the Iasi section. 

A minor sidelight is a compari¬ 
son of the growth rate of tbr elec¬ 
tricity industry with growth rate of 
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industry. The fitted growth rate for 
electricity sold for the years 1951- 
62 (with '62 the average of January 
through July) was 13 per cent, and 
11 per cent for a 3-year moving 
average. By a 1-test of the diffe¬ 
rence in growth rates between these 
two electricity series and the official 
annual and 3-year indices of indus¬ 
trial output M953-62) it was found 
that the rates differed significantly, 
at .01 for the annual and .02 for 
the moving average rate9. 

Agricultural Output 

The results of similar techniques 
applied to agriculture were not so 
happy. While the four equations 
for all-agriculture and food grains, 
annual and moving average fitted 
to the years 1951-2 through 1960-1. 
were significant at .01 when the 
growth rate was compared to the 
hypothetical rate of population 
growth of 2 per cent only the 3 
year moving avrrage of all-agricul¬ 
ture was significant at .02; but both 
annual and moving average rates 
of growth of food grains fell in the 
range of .10 to .50 probability. 
Although, as Table 2 shows, the 
output of food grains exceeds 2 per 
cent ori both an annual ami mov¬ 
ing average comparison a statisti¬ 
cian must withhold the assertion 
which this writer hoped to he able 
to make — that India’s food sup¬ 
plies were growing significantly 
faster than her population evpn if 
more slowly than planned in re¬ 
cent years. 


Table 2: Roles of Growth of .Series Discussed 


Series 


National income at factor cost, 1948-49 prices 
i x»*» 

Net national product, as described in text, ) 9, r > 1 -2-60-1 
National income, 3ycnr moving average, 1951 4-58-61 
N N I*. Vve.u moving average, 1951-4-58-61 
S () index of industrial production, 1953-62 
(1 S O index of industrial produi lion, 3 year moving 
average, 1952-4-60-2 

1 I P <) industrial index, I960 weights for industries 
in C S O index 

I 1 P O industrial index. I960 weights for al] indus¬ 
tries producing Rs 10 lakhs or more in I960, 1953-60 
All agriculture, from MAS, 1951-2-bO-) 

All agriculture. 3-yrar moving average. 1951 -4-59-6 1 
Food-grains, from M A S, 1951 -2-60-1 
Food-grains. 3-yrar moving average, 19514-59.61 
Electricity sold, from MAS, monthly average of 
m kWh, 1951-62 [1962 is January-July average] 
Electricity sold, 3-year moving average, 1951-3-1960-62 


Rate of Growth, based 
on a least squares fit to 
the equation Y = a 4- bx 
"Herr Y is the log of 
die dependent variable, 
b the log of the rate 
of growth, and x the 
years. 

(per Cent.) 


3.41 

3.73 

3.23 
3.61 
7.39 

7.23 

9.00 

10.35 

3.45 

3.02 

3.37 

2.64 

13.06 

11.05 
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Rate of Saving in India 


A Rudra 

To what extent is one justified, in the light of the estimates oj saving made by the C S O and the 
National Council of Applied Economic Research, in treating the saving estimates which form the basis of 
Third Plan and the Planning Commission's longterm projections as under-estimates ? 


This is an important question. 


Investment it one of the principal factors of growth and it is argued that if the rate of grouth in 
underdeveloped countries like India is low it is because the rate of investment in these countries is low 
which, in turn, is a direct result of their low rate of saving. 

The low rate of saving is often discussed in the settling of the economy's capacity to save. It is argu¬ 
ed that given the institutional structure of the economy, there is a limit as to the proportion oj national in¬ 
come that can be saved. 


It follows from this then the slow rate of growth of the underdeveloped economy is to be traced to 
its institutional structure and that any significant acceleration of the rate requires changes in the institutional 
structure. 

In view of this generally-postulated connection between the rale of growth, the rale of saving and the 
institutional structure of the economy, the belief that we have already reached a rate of saving comparable 
to that of the more advanced economies of the world might become an argument against further institu¬ 
tional changes in the country. 


'J’HE Third Plan was prepared on 
the assumption that the rate of 
saving (net domestic saving to 
national income) in the country 
was about 8.5 per cent toward the 
end of the Second Plan and the 
longterm perspective which the 
Plan held out was that of a rise of 
the rate to about 11.5 per cent by 
the end of the Thiid Plan (1965-66) 
and to about 18.5 per cent by the 
end of the Fifth Plan (1975-76). 
The idea has, however, been given 
currency for some time now that 
the Third Plan underestimated the. 
saving capacity of the economy, that 
the rate of saving was probably more 
than 10 per cent already by the end 
of the Second Plan, having increas¬ 
ed during the first decade of plan¬ 
ning at a faster rate than what was 
earlier considered probable. The 
suggestive basis for the figure as¬ 
sumed in the Third Plan was the 
series of estimates of saving prepar¬ 
ed by the Reserve Bank of India 
(R B I) and published in its Bulle¬ 
tin of March 1960. The highest 
rale in its series is 8.5 per cent 
(strictly, 8.6 per cent) and corres¬ 
ponds to the year 1956-57. The 
suggestive basis of the idea that the 
RBI series represent underestima¬ 
tes derives from the studies on say¬ 
ing made by the National Council 
of Applied Economic Research 
(NCAER) and made available by it 
in its monographs “Saving in India’’ 
and “Urban Saving and Income’’ as 
well as the estimates of capital for¬ 


mation unofficially issued by the 
Central Statistical Organisation 

<C S 0). 

The NCAER claims that “the 
average saving income ratio which 
stood at about 6 per cent during 
the period 1948-51 went up to 8 
per cent during the First Five Year 
Plan and further increased to 10 
per cent during the first two years 
of the Second Plan”. The C S 0 
estimate places the ratio of net capi¬ 
tal formation to net domestic pro¬ 
duct, both at current prices, at 8 
per cent in 1951-52. at about 14.5 
per cent in 1956-57, and 18.8 per 
cent in 1960-61. These figures are 
to be compared with the correspond¬ 
ing rates based on the Reserve Rank 
saving estimates namely 6.1 per 
cent in 1951-52, 11.9 per cent in 
1956-57 and 10.7 per cent in 1958- 
59. It is once more the Reserve 
Bank estimates that provided the 
basis for the projection of invest¬ 
ment rates as given in the Third 
Plan : according to the latter, the 
proportion stood at 1] per cent at 
the time of preparing the Plan and 
was contemplated to go up to bet¬ 
ween 14 per cent and 15 per cent 
by 1965-66 and between 19 per 
cent and 20 per cent by 1975-76, 
Thus, according to the C S 0 esti¬ 
mates, the target set for 1965-66 
was reached already before 1960-61. 

The question we would like to 
discuss briefly here is, to what ex¬ 
tent is one justified, in the light of 


the results put forward by NCAER 
and CSO, to treat the saving esti¬ 
mates that form the basis of the 
Plan calculations and longterm pro¬ 
jections as underestimates ? The im¬ 
portance of the question is not to be 
minimised. Investment is one of the 
principal factors of growth and it is 
a widely held argument that if the 
rate of growth in under-developed 
countries like India is low compared 
to the more advanced countries of 
botli socialist and capitalist econo¬ 
mic organisation, that is because 
(though not only because) the rate 
of investment in such countries is 
low, which is a direct result of its 
low rate of saving. 

Institutional Structure 

The low rate of saving is often 
discussed in the setting of a concept 
of the capacity of the economy to 
save. It is argued that given the 
institutional structure of the econo¬ 
my there is a certain capacity for 
the economy as to.the proportion of 
its income that it can save. The no¬ 
tion of institutional structure is ad¬ 
mittedly an amorphous one and 
much more vague is the notion of 
the capacity to save : yet from these 
two is drawn a line of thinking, not 
necessarily bereft of any validity, 
that the slow rate of growth of the 
underdeveloped economy is ulti¬ 
mately to be traced to its institutio¬ 
nal structure and that any signifi¬ 
cant acceleration of the rate would 
call for change* in the institutional 
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structure. This way of thinking is 
not necessarily characteristic of any 
particular political ideology : it is 
not necessarily a leftist attitude. One 
who argues in favour of the private 
sector being more conducive to 
growth is as much a subscriber to 
this viewpoint as one who calls for 
the expansion of the public sector. 
In view of this widely shared con¬ 
nection between the rate of growth, 
the rate of saving and the institu¬ 
tional structure of the economy, the 
idea that we have already reached 
a rate of saving comparable to the 
more advanced economies of the 
world might become an argument 
to be used to impede further insti¬ 
tutional changes in the country. 

It is for this reason that it is im¬ 
portant to critically examine the 
case for an upward revision of the 
R B I estimate of the rate of saving; 
much more important than exami¬ 
nation of any one of the three series 
of estimates taken in isolation. That 
each of the series should be subject 
to an extremely large margin of er¬ 
ror can easily be surmised by any 
one having any knowledge of the 
basic statistics available in the coun¬ 
try and the use to which they are 
put in national income calculations. 
Even if the estimate of saving is 
very accurate, the estimate of the 
rate of saving is bound to have a 
large margin of error reflecting the 
extremely large margin of error to 
which the denominator in the ratio, 
the national income estimate, is 
subject. The national income esti¬ 
mates of the years of the Second 
Five-Year Plan may well be subject 
to a margin of error of as much as 
20 per cent or even more, and hence 
the estimates of saving rates also 
must he subject to a minimum mar¬ 
gin of error of about 20 per cent. 
Hence the difference between the 
estimates of the R R I and N C A 
E R for the end years of the Second 
Plan namely 8.5 per cent and 10 
per cent is no more than tin- mar¬ 
gin of error in probably each of 
the two estimates. 




the method used by the C S 0 
and the second relating to the ap¬ 
proach adopted by the N C A t K 
and the RBI. The CSO estimates 
gross capital formation by the com¬ 
modity flow approach and then 
allows for depreciation. Estimates 
are made for the different goods and 
services that go into capital forma¬ 
tion during a particular year and 
the sum ol their values is taken to 
represent gross capital formation of 
that year. A suitable breakdown of 
the estimate of net capital formation 
for the year 1960-61 is given in 
Table 1 to throw some light on the 
probable margin of error in these 
estimates. 

A glance at Table 1 would tell 
anybody acquainted with Indian sta¬ 
tistics that only 49 per cent of the 
estimate is based on somewhat de¬ 
pendable information-containing da¬ 
ta, being the values of production 
and import of such goods that go 
into capital formation, measured in 
ex-factory prices (excepting in the 
case of cement).* Of the estimate. 
56 per cent is made up of figures 
that are of a highly arbitrary cha¬ 
racter and subject to an unknown 
but. no doubt, large margin of er¬ 
ror. The Trade and Transport mar¬ 
gin accounting for 20 per cent is 
a result of certain assumptions re¬ 
garding the margins attached to the 
individual commodities (thus. 50. 
per cent for iron and steel. 56.4 
per cent for timber and timber pro¬ 
ducts, 25 per cent for bricks and 
tiles, 35 per cent for other building 
materials, and 43 per cent for 

* Even this pan cover* production of 
primitive capital goods by primitive 
industries, the estimates of which 
are equally primitive. 
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( 1 ) 

( 2 ) 

( 3 ) 

( 4 ) 


Table 1: C S O Estimates of Net Capital Formation 

(ffi Crores) 


machinery and parts), These mar¬ 
gins are based on the difference be¬ 
tween market prices and producer’s 
prices and ane subject to quite large 
margins of error being affected by 
the Targe price variations over time 
and space. Wages, salaries and 
other factor payments in construc¬ 
tion, accounting for another 20 per 
cent of the gross estimate is calcu¬ 
lated for public sector construction 
on the basis of the public sector 
accounts and for the private sector 
on the basis of a few case studies. 
Item (5) stands for such capital 
formation as takes the form of 
land improvement, well digging, 
bunding and such other building 
works in the rural sector. Estimate 
for this item is based essentially on 
some information available in the 
Rural Credit Survey for the year 
1951-52 and supplemented by infor¬ 
mation available in various NSS 
reports relating to years all other 
than 1960-61. The estimate for 
1960-61 is a projection that makes 
use of this basic data and some so- 
called indicators. This is an ap¬ 
proach made use of with respect to 
this component of capital formation 
also by the RBI and the NCAER 
and we shall discuss it further when 
coming to their estimates. 

The component, Addition to 
Stocks, is admitted as being “based 
on inadequate data” and therefore 
of “necessarily tentative character”. 

I he most important commodity to 
1,0 stocked, foodgrains, is treated as 
u residual after deduction of the 
different modes of consumption 
from the level of consumption. Uti¬ 
lisation as seed is taken to consti¬ 
tute a fixed proportion of the ac¬ 
reage under cultivation and the uti- 


in 1960-61 


(ISO Estimates 

But the saving estimates them¬ 
selves are far from being f ree of 
any error. As a matter of fact, 
they are probably subject to a larg¬ 
er margin of error than the income 
estimates are, as we shall see in the 
following. The discussion has to be 
in two parts, the first relating to 


( 5 ) 


Principal Building Materials 
Machinery at Factor Cost 
Sub-total 

Trade and Transport Margin 
Factor Payments in 
Construction 
Capital Formation Not 
Covered by <i_4) 

Sub-total 

Addition to Stocks 
Machinery Not Going to Capital 
Formation 
Exports 

Repairs and Maintenance 
Gross Capital Formation 
Depreciation 
Net Capital Formation 


601 

818 

1420 

582 

582 

451 

1615 

250 

—303 

—8 

—100 

2871 

—912 

1859 


(Per Cent) 

21 

28 

49 

20 

20 

16 

66 

8 

—10 


100 
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ligation as animal feed the same to 
the animal population. What re¬ 
mains of the total supply of food- 
grains is divided between human 
consumption and addition to stocks 
by using not any demand function 
of income and prices but simply a 
formula in second degree polynomi¬ 
al in the availability treated as vari¬ 
able! The conditions are better with 
respect to the factory establish¬ 
ments and some of the mining pro¬ 
ducts. The stocks held by the pub¬ 
lic sector, of course, constitute good 
statistics. 

Coming now to the deductions, 
Rs 303 crores standing for such ma¬ 
chinery and parts that do not go 
into capital formation (being des¬ 
tined for industrial consumption as 
components or used by households 
as durable consumer goods), is a 
purely arbitrary figure. It is arriv¬ 
ed at by taking 50 per cent of the 
value of availability of a group of 
commodities called “parts of capi¬ 
tal goods” and 38.5 per cent of an¬ 
other group called “partly capital 
goods”. The proportions are admit¬ 
ted as being subjective. The extreme 
arbitrariness attached to the esti¬ 
mate for depreciation is also very 
plainly admitted by the C S O istelf 
in the following introductory 
words: “Because of the highly 
tentative character of the estimates 
of depreciation, the estimates of 
net capital formation have been 
relegated to an appendix”. Of 
course, estimation of depreciation 
is bound to be unsatisfactory even 
for the most statistically advanced 
economy because of the highly 
elusive character of the very notion 
itself. Pricing of capital stock 
itself defies satisfactory statistical 
treatment, as is indeed well known; 
the consumption of capital stock 
during a period of time is an even 
more unmeasurable quantity. The 
best way of dealing with deprecia¬ 
tion is simply to leave it out and 
this is precisely what the C S 0 does 
by making all its estimates in gross 
terms and relegating the netting 
operation to an appendix. (One 
wonders, why the C S 0 does not 
adopt the same procedure with 
respect to its national income 
estimates.) Rs 100 crores repre¬ 
senting repairs and maintenance of 
building is based on some scattered 
fragments of data bearing on un- 
correlated points in time and space 
insofar as the private sector is 
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concerned; the public sector part 
is naturally somewhat better. 

N C A E R Estimates 

We shall now turn to the esti¬ 
mates of R B 1 and the N C A E R 
(as in its monograph ‘Saving in 
India’). The approach taken in 
each case as far as saving is con¬ 
cerned is to measure the change in 
net earned worth for three sectors 
separately, namely government, the 
corporate sector and the house¬ 
hold (or individuals’) sector. The 
method of estimation is broadly 
similar and so is the basic material 
made use of. As a matter of fact, 
insofar as the financial assets part 
of the individuals sector and the 
savings of the corporate sector are 
concerned, the N C A E R has made 
use of the material primarily deriv¬ 
ed from Reserve Bank. Despite 
this fact there are very significant 
differences between the two esti¬ 
mates for each of the sectors. The 
N C A E R claims that its estimates 
are based on a better utilisation of 
the material used by the R B I as 
well as on some supplementary 
data. We shall not examine here 
this particular claim. The exposi¬ 
tion of the N C A E R monograph 
is very far from being lucid and 
assessment of the quality of esti¬ 
mates is extremely difficult when 
one has often to meet such phrases 
as “suitable indicators” covering 
up the actual operation undertaken. 
We shall concentrate here only on 
the component “Individual non- 
Financial Assets” which represents 
a predominant share in both the 
estimates, being 66 per cent in 
1951-52, 42 per cent in 1955-56 

and 55 per cent in 1957-58 for 
RBI and 65 per cent, 47 per cent 
and 56 per cent for the same years 
for N C A E R. Whatever be the 
degree of accuracy of the estimate 
of the remaining components, it is 
clear that the margin of error of 
the total would depend significantly 
on the margin of error of this com¬ 
ponent and that the latter margins 
must be extremely high should be 
clear from the following sample of 
methods used in making up the 
estimates. 

Urban Housing 

The RBI forms its estimates by 
capitalising the income from hous¬ 
ing (in the national income esti¬ 
mates) by assuming the rate of re- 
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tum to investment in this sector to 
be 5 per cent, an arbitrary figure. 
It is to be remembered in this con¬ 
nection that the national income 
estimate of value added in the' 
housing sector is itself made by 
simply assuming for it a growth 
proportionate to the growth of the 
rural and urban populations taken 
separately. Hie N C A E R esti¬ 
mates the value of urban house 
construction as a function of the 
quantity of steel (alternatively 
cement) going into it by using a 
certain fixed ratio relating value 
of construction to total value of 
steel (alternatively cement) used. 
There is, of course, no reason 
whatsoever why any such ratio 
should hold constant while income, 
relative prices, and many other im¬ 
portant variables change over time. 

Non-Corporate Business Enterprises 

The RBI estimates urban invest¬ 
ment in this sector as a fixed pro¬ 
portion of the bank advances to 
the sectors, the proportion being as 
observed in a particular year. The 
N C A E R estimates it on the basis 
of Census of Manufacturing Indu¬ 
stries data for those enterprises that 
are covered by it and of N S S 
data for such enterprises as are 
covered by the latter but not by 
the former. The N S S data allows 
of an estimate only for the year 
1953-54. For the other years, 
investment is calculated by assum¬ 
ing it to have a constant propor¬ 
tion with income originating in the 
small industries as given in the 
white paper on national income. 

Farm Investment 

The approach is the same in 
either case. At first some estimates 
are made for the year 1951-52 on 
the basis of the Rural Credit Sur¬ 
vey. The estimates for all other 
years are made by using “suitable” 
indicators. In the case of the 
RBI estimates, the indicator is the 
income originating in agriculture; 
in the case of the N C A E R, the 
indicators are: net area sown for 
investment in land improvement, 
the net irrigated area for invest¬ 
ment in irrigation, gross area sown 
for investment in agricultural im¬ 
plements, etc. There is, of course, 
no justification whatsoever to 
assume that these indicators (or, 
for that matter, the constant pro¬ 
portions assumed in so many other 
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places) arc “suitable” in any 
sense : a suitable indicator must be 
such as has been found to bear a 
high positive correlation with the 
variable whose trend it is meant to 
indicate. There is, however, neither 
theoretical nor empirical evidence 
that investment in agricultural im¬ 
plements bears a constant ratio to 
gross area sown. The same is true 
of all the other indicators and all 
the other constant proportions used. 
That they are associated variables 
is. o( course, not to be denied but 
constant proportionality is not the 
only form of association. As a 
matter of fact, it should have been 
one of the objects of estimating 
capital formation and saving to 
find out the form and nature of 
association that there has actually 
been in the Indian economy be¬ 
tween, say, gross area sown and 
investment in agricultural imple¬ 
ments, or say, income originating 
in agriculture and rural house-con¬ 
struction. There is, of course, no 
point in even posing the questions 
with the help of the estimates that 
have been made. The very answers 
to the questions have been assumed 
in them. (It should all the same 
not be surprising if, in course of 
time, dozens of research workers 
working with these estimates stum¬ 
ble on the “discovery” that certain 
interesting economic relations have 
bren steady over the years of the 
first two Plans !) 

It is not necessary to discuss any 
further the nature and quality of 
the material used and methods 
followed in making the estimates. 
I suppose it is clear that the results 
must be subject to such a large 
margin of error as to remove any 
‘significance’ (as understood in the 
Theory of Inference) from the 
differences between the rates of 
saving arrived at. There is, of 
course, no means of quantifying the 
probability (understood in a non¬ 
frequency sense) attached to the 
proposition that 10 per cent is a 
hetter estimate of the true rate of 
saving in I960 than 8.5 per cent, 
hut it would seem to be the same 
as for the reverse hypothesis, name¬ 
ly that 8.5 per cent is a better esti¬ 
mate than 10 per cent. 

A Misleading Proposition 

The other Quantitative proposi¬ 
tion made by the N C A E R, namely 
that the marginal propensity to 
save in India has been of the. 




order of 20 per cent, is very mis¬ 
leading, baaed as it is on a very 
questionable statistical method. 
Actually 20 per cent represents 
nothing more than the value of the 
regression coefficient of a simple 
linear fit to the scatter of points 
obtained by plotting the saving 
estimates against national income 
estimates. Now a straight line 
(or for that matter any mathema¬ 
tical curve! can always be fitted to 
any given scatter of points and 
there will always be some value or 
other for the parameters involved. 
These values cannot unconditionally 
be vested with any significance in 
relation to the variables under 
study. The parameters could be 
vested with significance only if the 
fit is ‘good’ in the statistical 
sense and even then the significance 
would hold good for interpolation 
purposes only. For extrapolation 
further assumptions regarding re¬ 
gularity conditions would be called 
for. The NCAER report however 
does not even talk of the goodness 
of fit. The diagrams provided, how¬ 
ever, make it clear that the fits are 
very poor indeed. Under the 
circumstances. the figure 0.20 
standing for the slope of the 
straight line fit just does not have 
any economic significance and 
the observation made by the 
NCAER that “the marginal pro¬ 
pensity to save in India appears to 
he as high as in many advanced 

countries . if continued (it 1 

augurs well for the future 
growth and health of the Indian 
economy” is not merely an invalid 
conclusion hut one likely to he 
extremely misguiding from the 
point of view of economic poliev. 

Excepting this particular bit of 
statistical exercise regarding the 
marginal propensity to save, no 
severe strictures are deserved by 
the NCAER saving estimates as 
given in the monograph “Saving 
in India”. If the estimates are 
deemed poor by us, the responsibi¬ 
lity does not lie with any methodo¬ 
logical weakness and the same is 
true of the R B 1 and C S O esti¬ 
mates. The poor quality of these esti¬ 
mates only reflects the poor quality 
of basic statistics and the latter in 
their turn reflect the very under¬ 
developed state of the economy. 
While caution is necessary in inter¬ 
preting the estimates, it cannot be 
said that gre.at improvements can 
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be made on them if only one w«« 
to try. 

Urban Household Saving 

The same attitude cannot bow- 
ever be taken towards the results 
approach and published in 
other publication “Urban Income 
and Saving” and baaed on a sample 
survey of urban households under¬ 
taken by it to supplement the 
results obtained by the institutional 
approach and published in 
“Saving in India”. It is claimed 
on the basis of the survey 
results that “the current rate of 
urban household saving is about 
14 per cent of income if the con¬ 
cept of saving is inclusive of con¬ 
sumer durables and 12 per cent ex¬ 
cluding them; the marginal pro¬ 
pensity to save is of the order of 20 
per cent for the urban house¬ 
hold sector as a whole” (page x). 
It has, however, to be stated quite 
clearly that the conclusion quoted 
above is an invalid one having no 
foundation, whatsoever. The figures 
14 per cent. 12 per cent and 20 per 
cent are without any statistical signi¬ 
ficance. having been obtained by 
methods that have no sanction in 
the theory of sampling. Such 
strictures will no doubt sound extra¬ 
ordinary, considering that they are 
being applied to work done by a 
research body of national stature, 
but that they are quite justified will 
bp obvious to any statistician who 
would rare to examine table 38 
and the appendix to chapter 5 of 
the book. 

Table 38 shows that the survey 
estimate of saving including durable 
consumer goods is only Rs 159.6 
crores. “Adjustments” are made 
to it to arrive at the “estimate” of 
Rs 378.2 crores representing 13.9 
per cent of disposable income. 
Thr.se adjustments are explained 
in the appendix referred to and 
are of the following three types ; 
(i) adjustment due to non-cover¬ 
age of Delhi Households (ii) those 
for conceptual differences; and (iii) 
those for what is called under-re¬ 
porting. The second type of ad¬ 
justment is meant to lake care of 
certain forms of saving definition- 
ally excluded from the concept of 
saving for the purpose of the survey 
e g currency holdings, pension 
funds, accrued interest, etc. It 
is not clear why, if they were so 
left out, data was all the same 
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collected for them and why survey 
estimates are also presented for 
them in table 118 side by side with 
the "corrections”. As a matter of 
fact, the corrections are nothing 
but the differences between the 
survey estimates and estimates 
based on other sources, principally 
RBI material, as utilised in the 
“Saving in India” of the NCAhR 
itself. Hie same procedure is 
followed in the third type of ad¬ 
justment: the survey returns for 
saving by bank deposits, corporate 
securities and small saving are 
thought to be under-reported in 
the light of the estimates for them 
that can he made by the institu¬ 
tional approach, and the survey 
estimates are adjusted upward so 
as to agree with them. The actual 
operation in the adjustments of the 
second and the third type consists 
in making estimates for the com¬ 
ponents in question by the institu¬ 
tional approach for the whole of 
India, dividing it among the rural 
and urban sectors quite arbitrarily 
and replacing the survey estimates 
by these subjective estimates. 

The procedure, of course, is 
quite invalid. The Theory of 
Sampling does not permit of such 
corrections for bias. The grafting 
operation knocks out the very 
epistemological basis of the Sample 
Survey method. Corrections can 
only he made if the true values are 
known, and if the true values are 
known one does not undertake a 
Sample Survey to estimate it. 
Secondly, the figures which are 
substituted in place of the survey 
estimates ate purely subjective (the 
allocation between the rural and 
urban sectors being arbitrary). 
Hence, both by the method followed 
as well as the material used for 
correction, the final results lose 
all objective validity. 1' should be 
clear to anybody that hv following 
the method used bv the NC.AFR 
oner could arrive at whatever rate of 
•rating one desires to arrive at. 

All the cross-sectional results 
pertaining to savings are also 
equally invalid. All the tables in 
chapter 5 describing cross sec¬ 
tional saving behaviour refer to a 
volume of saving which is only 
9.3 per cent of the disposable income 
jf households. It is on the basis 
>f such a table that the result re¬ 
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garding marginal propensity to 
consume is arrived at. It is on the 
basis of such a table that the con¬ 
clusion is drawn that the dividing 
line between saving households 
and dissaving households is at 
Rs 3.000 per annum income. Such 
conclusions can only be drawn un¬ 


der the assumption that the compo¬ 
nents of the saving not covered by 
the survey as well as the biases be¬ 
have cross-sectionwise in the same 
manner as the fraction of saving 
covered by it — an extraordinary 
assumption with no theoretical sanc¬ 
tion whatsoever. 
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Nuclear Power in India 


Tarapur and After r 

(from o Special Correspondent) 


The one aim of current research on nuclear power reactors is to develop what is known as a fast 
breeder reactor — a reactor which will perform the dual function of generating power and, at the same 
time, recreating its fuel supply by converting non-fissionable uranium-238 or thorium into fissionable pluto¬ 
nium or uranium-233. < " 


Not until breeder reactors are developed can India’s resources of nuclear raw materials be fully 
exploited. 


Our uranium reserves are relatively small, but our deposits of thorium are among the largest in 
the world. The enormous energy potential of the thorium reserves can be realised only with reactors in 
which thorium can be converted into uranium-233. 


India’s reserves of nuclear raw materials would thus demand a nuclear power programme starting 
with natural uranium reactors. The plutonium recovered from natural uranium reactors could he used to 
enrich natural uranium fuel and later, when the technology of breeder reactors is sufficiently developed, to 
fuel fast neutron reactors. The latter in turn would produce uranium-233 from thorium, and the uranium- 
233 could be used in other breeder reactors. 

It was logical, therefore, to expect that the first reactor that India built would be of the natural 
uranium type. The choice of an enriched uranium reactor for Tarapur appears to have been influenced 
almost entirely by financial considerations. It does not follow , however, that the goal of developing a 
full-scale nuclear power industry based on thorium is being neglected. 


JUDGING by the information made 
** public so far, the terms of the 
Indo-U S agreement on the atomic 
power station at Tarapur are as 
satisfactory as we could have hoped 
in present circumstances. The two 
points which had caused some 
anxiety — financing and safe¬ 
guards — have both been settled. 

The U S loan of $ 95 million will 
take care of the foreign exchange 
requirements, including the cost of 
the initial fuel supply. As regards 
safeguards, the proposed arrange¬ 
ment is obviously a compromise 
between the original Indian and 
American positions, and we could 
hardly expect the compromise to 
have been more in our favour with¬ 
out a major reversal of declared 
American policy. The safeguards 
system of the International Atomic 
Energy Agency came into being 
largely on American initiative and 
insistence, and at one stage India 
opposed it tooth and nail. The 
American position has remained 
largely unchanged, and while the 
U S authorities were willing to' 
meet India’s objections as far as 
they could, they had to maintain 
at least some semblance of consis¬ 
tency. And IAEA did its best to 
remind the Americans of the im¬ 
plications of Inconsistency. 


At one time it looked as if India 
would have to acoept most of what 
she had opposed, and the fact that 
the Americans have made a com¬ 
promise at all is a measure of 
American interest in this particular 
project (which was reflected earlier 
in the value of the American bid 
for building the station, reportedly 
about $30 million less than what 
the British had quoted). 

Compromise on Safeguards 

The arrangement about safe¬ 
guards cannot have pleased IAEA 
much; references to a possible 
trilateral agreement in the future 
which would make the Agency 
responsible for the administration 
of the safeguards are somewhat 
vague and conditional.. Besides, 
the reason given for deferring such 
an agreement to the future — that 
the Agency has not yet developed 
a safeguards system for targe power 
reactors — may not appear con¬ 
vincing in Vienna; the Agency has 
already worked out an extension 
of its safeguards system to cover 
power reactors of more than 100 
mW capacity and this enlarged 
system which is to be submitted to 
the IAEA General Conference next 
September, was generally approved 
by its Board of Governors in June, 


before the Indo-U S agreement waa 
announced. 

In being able to avoid the im¬ 
mediate application of Agency safe¬ 
guards to Tarapur, India has 
partially succeeded in sustaining her 
objections to what she has always 
regarded as an unethical and un¬ 
necessary system. And in agreeing 
to application of these safeguards at 
a future date she has enabled the 
United States to maintain its formal 
support to the Agency’s system. By 
the time the stage is reached for 
this step to be taken, the Agency’s 
safeguards system may he substan¬ 
tially modified; India » still trying 
to have the system amended in such 
a way that safeguards will apply 
only to nuclear materials and not 
to equipment, i e to the fuel and 
not to the hardware. 

Those who see any sinister motive 
in India’s stand can easily be proved 
wrong. In opposing Agency safe¬ 
guards, India has tried to underline 
its discriminatory implications; in 
the absence of universal safeguards 
to prevent the use of nuclear mate¬ 
rials and equipment for military 
purposes the application of sa f e- 
guards to projects in the developing 
countries which need assistance 
from the Agency is rather meaning- 
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OVER 2.36 million KW would be 
generated from 12 Power Stations 

either equipped or 
contracted to be 
equipped by 

GENERAL ELECTRIC (U.S.A.) 



Jog .. 

72.000 KW 

Bokaro 

150,000 KW 

Chandrapura .. 

280.000 KW. 

Dhuvaran 

254,000 KW. 

Trombay-Tatas 

150,000 KW. 

Sharavathi (generators) 

445,000 KW 

Satpura 

312,500 KW. 

Talcher 

250,000 KW. 

Delhi *C* Station 

187.500 KW. 

Ramagundam 

62,500 KW 

Paras 

62.500 KW. 

Durgapur 

140,000 KW. 


2.366.000 KW 


The International General Electric 
Company (India) Private Limited 
is justly proud of its contribution 
towards the development of Electrical 
power in India. 


‘foogress k Our Must Important Product 
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less. To strengthen the Agency’# role* 
the USA announced its intention of 
subjecting it# own bilateral agree- 
ments to Agency safeguards. When 
India appeared more willing to ac* 
cept U S safeguards under a bila¬ 
teral agreement rather than accept 
the Agency's “international” safe¬ 
guards, some observers were under¬ 
standably intrigued. India’s reason¬ 
ing seems to have been as follows : 
We are not opposed to safeguards 
if they are’universal, but we are still 
not in favour of an “international” 
system which can in fact apply only 
to countries needing assistance. If 
in order to get such assistance we 
have to accept safeguards, we would 
rather enter into an agreement with 
the country giving us the assistance 
than accept a system whose dis¬ 
criminatory nature is all the more 
glaring because it is supposedly 
international. A bilateral agreement 
is after all an arrangement between 
two sovereign parties that represents 
a balance of mutual interests; it 
does not pretend to be a statement 
of moral code. 

Whether the argument appears 
specious or not, there need be no 
apprehensions over the motivations 
of India’s nuclear power programme. 
The plutonium from Tarapur will 
go back to the United States. And, 
in any case, neither a boiling water 
reactor (the type adopted for Tara¬ 
pur) nor a heavy water reactor (the 
type selected for Rajasthan) is a 
particularly good producer of pluto¬ 
nium. Much more suitable for plu¬ 
tonium production is the British 
and French type of power reactor 
—fuelled by natural uranium, mo¬ 
derated by graphite and cooled by 
carbon dioxide gas. 

Reactor Type* 

The selection of reactor types for 
India’s atomic power programme is 
a matter of considerable interest. 
Before examining the subject, it 
might be useful to refresh our lay 
understanding of basic nuclear 
techniques. 

Natural uranium, as we all know, 
contains only 0.7 per cent of the 
material (uranium — 235) which ac¬ 
tually splits and releases energy in 
a reactor. In an ordinary reactor 
the neutrons which cause the split¬ 
ting are slowed down by what is 
called a moderator (such as gra¬ 
phite or water) in order to facili¬ 


tate their “capture” bu uraaium-235 
atoms. If the neutrons are captur¬ 
ed by the uranium-238 atoms, which 
constitute over 99 per cent of natu¬ 
ral uranium, the atoms do not split 
but are converted into a new fissi¬ 
onable element, plutonium. If tbe 
fuel is “enriched’’ artificially with 
more fissionable material (uranium- 
235) than is normally present in 
natural uranium, more energy can 
be immediately extracted from a 
given amount of fuel, but there is 
obviously less scope for plutonium 
production. 

Thorium a* Fuel 

Britain and France have concen¬ 
trated almost entirely on natural 
uranium reactors moderated by 
graphite and cooled by gas. In the 
United States, on the other hand, 
the emphasis has been mainly on 
enriched uranium reactors moderated 
and cooled by ordinary water, the 
two main types being boiling water 
and pressurised water reactors. The 
Canadians have developed a type 
which is fuelled by natural uranium 
but moderated and cooled by heavy 
water, D 2 0, (ie, heavy hydrogen 
plus oxygen). Heavy water reactors 
also produce substantial quantities 
of plutonium, but in view of the 
high degree of fuel “burn-up” in 
such reactors, it is often not consi¬ 
dered worthwhile to extract the 
plutonium from the “spent” or used 
fuel elements. 

Several other types of reactor 
have been developed, with different 
moderators and coolants, but one 
common aim of current research is 
to develop what is known as a fast 
breeder reactor. In general, these 
reactors will be without a modera¬ 
tor and the neutrons will have the 
dual function of splitting the fissi¬ 
onable material in the fuel and pro¬ 
ducing more fissionable material by 
converting uranium-238 into pluto¬ 
nium or thorium into another 
fissionable substance— uranium-233. 
(The dual function, of course, is 
performed to some extent in all 
reactors, but fast reactors are speci¬ 
fically designed to become efficient 
producers of new fissionable mate¬ 
rial from what is known as source 
material, such as uranium-238 or 
thorium.) 

It is with the development of 
breeder reactors that India’s re- 


tource* of nuclear raw m at e ria ls 
can be fully exploited. Our uranium 
reserves are relatively small (about 
10,000 tons), but the degmstta of 
thorium are among the largest is 
the world (about ± million tons). 
The enormous energy potential df 
the vast thorium reserves can be 
realised only with reactors in which 
thorium can he converted into 
uranium-233 to fuel other reactors. 
The nature of India’s reserves of 
nuclear raw materials would thus 
normally favour a nuclear power 
programme initiated with natural 
uranium reactors. The . plutonium 
recovered from natural uranium re¬ 
actors could be used to enrich na¬ 
tural uranium fuel, and later, when 
the technology of breeder reactors 
is sufficiently developed, to fuel fast 
neutron reactors. The latter in turn 
would produce uranium-233 from 
thorium, and the uranium-233 could 
be used for further breeder reactors. 

Surprising Choice 

That is why it was widely ex¬ 
pected that the natural uranium sys¬ 
tem would be selected for Tarapur. 
The expectation was strengthened 
by the fact that while India has no 
uranium enrichment facilities, she 
is already producing natural uran¬ 
ium metal for use in reactors. The 
selection of an enriched uranium 
system seems to have been deter¬ 
mined almost entirely by financial 
considerations; as already indicated, 
the cost quoted by the British for 
building a natural uranium plant 
was considerably higher than the 
offer by the Americans for an en¬ 
riched uranium station. 

The second station, as is already 
known, will be of the Canadian 
heavy water type, with which Indian 
scientists and engineers have already 
had considerable experience from 
the Canada-India reactor at Trom- 
bay, Production of heavy water is 
well under way. 

If the choice of reactor types for 
the first two stations (nothing is 
known yet about the third to be 
built in South India) has not exact¬ 
ly followed the predicted pattern, 
it does not imply that the eventual 
goal of developing a full-scale nuc¬ 
lear power industry based on thori¬ 
um is to be neglected. The techno¬ 
logy of fast breeder reactors is still 
in the stage of research and deve- 
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; topmast and by (be time India 

'' *aicbe» the (tag* of utilising her 

v thorium reserves a great deal of 

fwhnotogical advance will have 

taken place. Indian ecientieU and 
engineer* them selves will have con* 
adorable opportunity to experiment 
with the tecnnology of using pluto¬ 
nium a* fuel for reactor* in which 
thorium can be converted into 
uranium-233. For such experimen¬ 
tal purposes sufficient plutonium will 
be available from the Canada-lndia 
reactor. 

Economic* of Nuclear Power 

Apart from selecting reactor types 
best suited to the country’s resour¬ 
ces, a major determinant in the for¬ 
mulation of the nuclear power 
programme is the cost of power 
generated. Some misgivings have 
been expressed in India and else¬ 
where about the economic wisdom 
of embarking upon a nuclear power 
programme of considerable size at 
the present stage of India’s econo¬ 
mic development and commitments. 
Dr Bhabha has staunchly maintain¬ 
ed that this is not only necessary as 
an inevitable technological prepara¬ 
tion for future development but 
also justifiable by facts and compul¬ 
sions of power economics already 
applicable to India. Judging by 
current trends, he is very likely to 
be proved right. 

The initial enthusiasm over the 
advent of atomic energy as a source 
Of power was followed by a period 
of fairly widespread scepticism ab¬ 
out its immediate economic outlook, 
but during the past one year or 
more there has been a distinct re¬ 
vival of confidence. Uranium prices 
have fallen and the technology has 
improved. The performance of the 
established power reactor types (of 
both natural and enriched uranium 
varieties) has been much better 
than expected; in fact, it is now 
generally recoganised that such diff¬ 
iculties as have so far been experi¬ 
enced with nuclear power stations 
have arison almost entirely in the 
conventional components of the 
plants and not in the nuclear reac¬ 
tors themselves. Both Britain and 
France are now confident that the 
cost of nuclear power will be com¬ 
petitive with that of conventional 
power by the end of the present de¬ 
cade; in speoial circumstances the 
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break-even point he reached 
earlier. Even in the United States, 
with its enormous conventional en¬ 
ergy resources, atomic energy has 
already begun assuming a progres¬ 
sively larger share of the total in¬ 
stalled capacity of power supply. 

The arguments in favour of hav¬ 
ing nuclear power stations in cer¬ 
tain areas of India have already 
been extensively elaborated by offi¬ 
cial spokesmen. At one stage Dr 
Bhabha calculated that the capital 
cost per kilowatt of nuclear power 
installed would be R* 1,700, while 
the corresponding figure for conven¬ 
tional thermal power at places far 
away from the coal fields was about 
Ks 1,350 (taking into account the 
investment in the railways for coal 
transportation). Even then he argu¬ 
ed that in view of the lower fuel 
costs in nuclear power generation, 
the cost per unit of nuclear power 
generated could be competitive 
with that of a unit of power from 
a conventional thermal station. For 
Tarapur, the capital cost will work 
out at just over Rs 1,400 per kilo 
watt, and it seems almost certain 
that the power generated will be 
cheaper than conventional power. 
The fact that enriched uranium re¬ 
actors have lower capital costs but 
higher fuel costs than natural uran¬ 
ium reactors (and probably Dr 
Bhabha’s original estimate was based 
on British experience with the first 
natural uranium stations) is not 
likely to invalidate this forecast. 

High Capital Cost 

Cost estimates can, however, be 
quite misleading unless the criteria 
for estimation are clearly specified, 
and this is a subject for fruitful en¬ 
quiry by power economists in India. 
The complexity of the enquiry will 
be clear from some of the factors 
involved, as indicated below. 

The main cost components of nu¬ 
clear power are those relating to 
capital, the fuel cycle, and opera¬ 
tion and maintenance. These vary 
widely from one type of reactor to 
another. 

As regards capital costs, gas-cool¬ 
ed, graphite-moderated natural ura¬ 
nium reactors, with a capacity of 
500 mW, cost about $ 280 per kW. 
Water-cooled enriched uranium re- 


acwreofSOO mW capacity coat ab¬ 
out I 200 to I 450 par kW. 

Fuel cycle coats are at present in 
the range of 2 to 4 milk per kWh 
for light water and gas cooled re¬ 
actors. For heavy water reactors of 
the Canadian type, a fuel cycle cost 
of about 1.2 mills per kWh is pre¬ 
dicted. Such fuel coat figure*, 
however, should always be consi¬ 
dered in the light of the cost struc¬ 
ture of the nuclear fuel cycle which 
is radically different from that of 
Conventional fuels and varies from 
one reactor system to another. 
Whereas the conventional fuelling 
cost is essentially the cost of fuel 
consumed, the cost of uranium con¬ 
sumed is but one of the components 
of the nuclear fuelling cost and is 
in most cases smaller than the cost 
of preparing and fabricating the 
fuel. Also, in most systems the cre¬ 
dit for the plutonium contained in 
the used fuel elements is an import¬ 
ant determinant of total fuel costs. 

Uncertain Elements 

The cost of operation and main¬ 
tenance of nuclear stations is not 
yet well established, but on the basis 
of American and European experi¬ 
ence it is expected to be in the range 
0.7 to 1.2 mills per kWh. 

The generating cost per kilowatt- 
hour of nuclear power can be cal¬ 
culated on the basis of estimated 
fuel and operation costs and assump¬ 
tions concerning the annual charge 
for capital cost and the percentage 
of the plant’s total capacity utilised 
per year. 

In estimating the total cost of a 
nuclear power project one major 
difficulty arises from uncertainties 
regarding future fuelling costs. As 
indicated above, the fuelling costs 
are not determined by the prices of 
fresh fuel alone; the amount of 
energy which can be extracted from 
the fuel before it must be reprocess¬ 
ed or discarded as well as the costs 
incurred for its preparation ftnd 
fabrication must also be taken into 
account. 

Assuming, however, that all the 
initial estimates have been made 
with a reasonable degree of accu¬ 
racy, the next problem is to work 
Out the generating cost per unit 










(kU«Wrt&-tHM»r} of power prodacwl 
Here again, the estimator is fated 
with technical,, economic and ac¬ 
counting uncertainties. On the 
technical side, both plant life and 
load factor, which affect generating 
costs, can for die time being be 
only assumed, since no power reac¬ 
tor has yet been worked for the 
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whole of its expected operational 
life. Another important factor is the 
possibility of achieving a power out¬ 
put substantially higher than that 
provided by the original design, 
thus lowering the estimated unit 
capital cost proportionately. Among 
economic factors the interest rate 
plays a crucial role. A high interest 
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rate will favour plants with rria- 
tively low investment and relatively 
high fuel costs, while a low rate will 
favour a plant with higher invest¬ 
ment hut lower fuel coats. As re¬ 
gards accounting questions, deter¬ 
mination of the generating cost is 
complicated by the existence of 
different methods of computation. , 


Strategic Shortfalls in Industry 

(From Our Dtlhi Correspondent) 

Insofar as the public sector has the overwhelming responsibility for developing the basic capital and 
producer-goods industries essential to ensure that “the requirements of further industrialisation can be met 
from the country's own resurces", the poor performance of a large number of public sector, projects, as re¬ 
vealed by the following review of industrial development in the first two years of the Third Plan, has impli¬ 
cations far more important, from the point of view of the growth of the economy, than a shortfall in imme¬ 
diate output* 

Shortage of foreign exchange does not appear to be the only, or in many cases even the principal, reason 
why the industrial programme is lagging behind schedule. Much is said, though not as much done, about 
the need for careful planning and efficient execution of industrial projects, but a careful examination will show 
that many of the lags in the industrial programme can be traced in fact to the persistent failure to translate 
the by now. well-known industrial priorities into reality. 


HPHE Third Plan professed to be a 
“heavy industries Plan” and one 
of its principal objectives was “to 
expand basic industries like steel, 
chemicals industries, fuel and power 
and establish machine-building capa¬ 
city, so that the requirements of 
further industrialisation can be met 
within a period of ten years or so 
mainly from the country’s own re¬ 
sources’’ (emphasis ours). Special im¬ 
portance, therefore, attaches to the 
progress of the Plan’s industrial pro¬ 
gramme. And, In view of the long 
gestation periods of most heavy in¬ 
dustrial projects, it is possible, on 
the basis of the progress made so 
far, to form a good idea of what can 
be, and what cannot be, achieved by 
1965-06. 

The development programme for 
industries and minerals in the Third 
Pita was estimated to require a total 
investment of Rs. 3,143 crores, of 
which the foreign exchange compo¬ 
nent was Rs. 1,388 crores. Of this, 
the expected investment in the pub¬ 
lic sector was Rs 1,808 crores with 
a foreign exchange component of 
Rs. 860 crores while private sector 
investment In industry was expected 
to be Rs. 1,335 crores including 
Rs 528 crores in foreign exchange. 
Against the total investment requir¬ 
ed-of Rs 3,143 crores, the Plan esti¬ 
mated the investment that would be 
actually possible at Rs 2,770 crores 


— Rs 1,620 crores in the public sec¬ 
tor and Rs 1,250 in the private sec¬ 
tor. 

Spill-Over Inevitable 
Thus it was expected that a part 
of the industrial programme, of both 
sectors, would not be completed by 
1965-66 and would spill over into the 
Fourth Plan. It was also admitted 
that the spill-over in real terms was 
likely to be bigger than indicated by 
the gap of Rs 450-500 crores between 
Investment requirements and availa¬ 
bility of resources. The figure of in¬ 
vestment required given in the Plan 
was likely to prove an under-estimate 
both because of price escalation dur¬ 
ing the Plan and because the cost 
estimates of many projects as con¬ 
tained in the Plan were tentative. 
Similarly, estimates of foreign ex¬ 
change costs were based on the as¬ 
sumption that purchases would be 
made from the cheapest source of 
supply — an unrealistic assumption 
since most aid is tied to purchase 
from the aid-giving countries. A-n 
Idea of the extent to which costs 
could diverge from Plan estimates 
con be had from the experience of 
the Second Plan when, though in¬ 
vestment In industries exceeded the 
original estimates by as much as 30 
per cent, only 85 to 90 per cent of 
the physical programme could be 
completed! 


To understand the implications of 
the shortfall in the industrial pro¬ 
gramme, one has to go beyond these 
aggregative financial magnitudes and 
ferm an idea of the specific indust¬ 
ries in which the shortfalls are likely 
to occur. The Third Plan contains 
some pointers on this question, at 
least an far as the public sector is 
concerned. The projects forming the 
public sector industrial programme 
were grouped into three categories 
in the Plan: 

(1) Projects carried over from the 
Second Plan and under execu¬ 
tion; 

(2) New projects for which exter¬ 
nal credits were already as¬ 
sured, wholly or partly; and 

(3) New projects for which exter¬ 
nal credits had yet to be ar¬ 
ranged. 

It was expected in the Plan that 
all projects falling in category 
(1) would be completed by 1965-66, 
as would most of the projects in 
category (2). The greatest element 
of uncertainty attached to projects 
falling in category (3). Of course, 
these categories did not represent a 
priority-wise arrangement of pro¬ 
jects. For instance, category (3) in¬ 
cluded such high-priority projects as 
the Bokaro steel plant and the alloy 
and special steels plant. The classi¬ 
fication of the projects into the three 
categories was based on the not-un- 
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Justified expectation that project* (IS) Low temperature carbonisation 

plant; 


which were already under execution 
and others for which foreign ex¬ 
change had been arranged could 
he proceeded with with greater 
certainty than project* for which 
foreign exchange had yet to be se¬ 
cured, 

Fean Come True. 

Hope* Remain Unfulfilled 
Little official information la avail¬ 
able on the progress of the public 
sector Industrial programme in the 
first two years of the Plan. A com¬ 
plete picture may be expected to 
emerge from the Planning Commis¬ 
sion’s “mid-term” review of the Plan 
on which it is known to be current¬ 
ly engaged. However, till the results 
of this review are available, one has 
to dopend on newspaper reports and 
other piecemeal information. Even 
such scrappy information, however, 
gives the impression that while the 
Planning Commission’s fears about 
projects belonging to category (3) 
have proved well-founded, Its expect¬ 
ations in respect of projects In cate¬ 
gories (1) and (2) have been sub¬ 
stantially belled. 

To begin with projects in cate¬ 
gory (3), i e, new projects for which 
foreign exchange had yet to be ar¬ 
ranged at the beginlng of the Plan, 
the only project which seems to 
have made reasonably satisfactory 
progress Is the expansion of Ferti¬ 
lisers and Chemicals at Alwaye in 
Kerala. Projects on which work has 
begun but which have made no ap¬ 
preciable progress are: 

(1) Alloy and tool steels plant; 

(2) Expansion of Hindustan Ship 
yard. 

The list of projects which have 
remained untouched, or almost so, 
In the first two years of the Plan is 
truly Impressive: 

(1) Bokaro steel project: 

(2) Hindustan Shipyard's dry dock 
project: 

(S) Second shipyard at Cochin; 

(4) Expansion of NEPA Mills; 

(8) Heavy compressors and pumps 
project; 

(8) Ball and roller bearing project; 

(7) Additional capacity for machine 
tools; 

(8) Second heavy structural works; 

(10) Marine diesel engine factory; 

(11) Expansion of alkaloid factory at 
Ghaxlpur In U. P.; 

(12) Lubricating oil plant; 


(14) Netveli Lignite’s high carbonisa¬ 
tion plant and related facilities 
for pig iron production. 

Among projects belonging to cate¬ 
gory (2), i.e., projects for which new 
credits were already wholly or partly 
assured at the beginning of the Plan, 
only the watch factory at Bangalore 
has made appreciable progress. Pro¬ 
jects which have made some progress 
are HMT’s machine tools factory at 
Pinjore, Punjab, expansion of Praga 
Tools at Secunderabad and expansion 
of Hindustan Cables. Projects which 
appear to be lagging behind schedule, 
in varying degrees, are: 

(1) Second heavy electrical project 
at Rampur, U. P.; 

(2) Third heavy electrical project 
(Ramachandrapuram, Andhra); 

(3) High pressure boiler plant (Ti- 
ruchi, Madras); 

(4) Precision instruments project 
(Kotah, Rajasthan); 

(5) Precision instruments project 
(Kerala); 

(6) Ophthalmic glass project (Dur- 
gapur); 

(7) Raw film project; 

(8) Expansion of the three public 
sector steel plants; 

(0) Expansion of Hindustan Ma¬ 
chine Tools; 

(10) Basic refractories project (Bhi¬ 
lai); 

(11) Gujarat oil refinery (Koyall); 

(12) Heavy plate and vessel work* 

(Maharashtra); and 

(13) Security paper mill (Madhya 
Pradesh). 
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Coming, finally, to projects In 
category (1). i.e., projects carried 
over from the Second Plan and exe¬ 
cution of which was already under 
way at the beginning of the Third 
Plan, the completion of the three 
steel plants is a landmark. Other pro¬ 
jects In this category which have 
made considerable progress are the 
heavy electrical plant (Bhopal), the 
fertiliser factory, the thermal power 
plant and the briquetting and carbo- 
nisation plant—all at Neiveli. The 
Nunmati oil refinery has been com¬ 
missioned while the second public 
sector refinery at Barauni is expected 
to go on stream in October this year, 
which is well behind the original 
schedule. Projects which have made 
some progress are the completion 
and expansion of the heavy machi¬ 
nery plant (Ranchi), the foundry 
forge plant (Ranchi), the mining- 
machinery plant (Durgapur), the 
heavy machine tools plant (Ranchi) 
and the fertiliser factories at Trom- 
bay (Maharashtra) and Nahorkatiya 
(Assam). However, even among pro¬ 
jects in this category which should 
have been expected to make rapid 
progress, the list of those whose pro¬ 
gress has been unsatisfactory is by 
no means short. These include: 

(1) Synthetic drugs plant (Sanat- 
nagar, Andhra). 

(2) Antibiotics plant (Rlshikesh, 
UP). 

(3) Phyto-chemicals plant (Mun- 
nar, Kerala). 

(4) Surgical Instruments __ plant 
(Guindy, Madras). 


Shortfall in Strategic Industries 


Industry 


Unit of 
Account 


Finished steel Mn tons 

Alloy, tool and stainless steels ’000 tqns 

Aluminium '000 tons 

Copper** '000 tons 

Steel castings** ’000 tons 

Steel forgings** ’000 tons 

Machine tools Rs ccores 

Automobile*: 

Commercial vehicles ’000 Nee 

Passenger cars '000 Nos 

Ball and roller bearings Mn Nos 

Fertilisers: 

Nitrogenous >000 tons 

Phoaphatic >000 tons 

Sulphuric Acid** Mn tons 

Automobile Tyres** Mn Nos 

Cement Mn tons 

Refractories Mn tons 


* Figures in bracket* is the revised target. 
** Figures are for capacity. 


Expected Production Plan 

in 1965-66 Target 

5.8 6.8 

Nil 200.0 

68.0 87.5* 

( 110 . 0 ) 

17.4 22.0 

150.0 200.0 

120.0 200.0 

25.0 30.0 

54.0 60.0 

25.0 30.0 

12.0 15.0 

500.0 800.0 

200.0 400.0 

1.5 1.75 

4.6 3.7* 
(5.2) 

12.0 13.0 

1.1 1.5 




(5) Organic intermediates pU»t 
(Panvei, Maharashtra). 

(6) Expansion of Hindustan Anti¬ 
biotics (Pimpri, Maharashtra). 

(7) Fertiliser factory (Oorakpur, 
UP). 

Disturbing Implications 

The progress of the major public 
sector projects as revealed by this 
sketchy survey, based mainly on the 
investment made in them in the 
first two years of the Plan, 
has two particularly disturb¬ 
ing implications. Insofar as the 
public sector has the overwhelming 
responsibility for developing the ba¬ 
sic capital and producer goods In¬ 
dustries which are necessary to en¬ 
sure that “the requirements of fur¬ 
ther Industrialisation can be met.... 
from the country’s own resources,’’ 
the delay in the public sector pro¬ 
jects has Implications far more im¬ 
portant, from the point of view of 
the growth of the economy, than a 
shortfall in immediate output. To 
lake but one telling instance, if the 
heavy-machinery complex for which 
the Soviet Union had offered aid 
quite early in the Second Plan, had 
been taken up in the Second Plan 
and completed in time, the bulk of 
the equipment for the fourth public 
sector steel plant could have been 
fabricated domestically. 

The other implication of the slow 
progress of projects in all the three 
categories mentioned above is that 
shortage of foreign exchange is not 
the only, or even the principal, rea¬ 
son why the public sector industrial 
programme is lagging behind sche¬ 
dule. The poor performance of a 
large number of projects for which 
foreign aid has been secured indi¬ 
cates that the real causes of delay 
lie elsewhere—In faulty and incom¬ 
plete planning of projects and in 
slothful implementation. An instance 
which has been in the news recently 
is that of the phyto-chemicals plant 
in Kerala. The project has reported¬ 
ly run into such heavy weather that 
the possibility of abandoning it al¬ 
together is by no means ruled out. 
The reason given is that tea waste 
and prunlngs, the raw materials for 
phyto-chemicals, are not available at 
economic prices. One would expect 
that availability of raw materials 
was one of the first things to be 
considered in the planning of any 
industrial project. It can hardly Ins¬ 


pire confidence in the planning sys¬ 
tem if, attar being on the anvil tor 
full two years, a project has to be 
abandoned because it is discovered 
that raw materials are not available. 

The large amounts of unutilised 
foreign aid tied to specific projects 
are enough to raise doubts whether 
foreign exchange is in fact the prin¬ 
cipal constraint on industrial deve¬ 
lopment. The progress of public sec-, 
tor industrial projects in the first 
two years of the Third Plan shows 
that availability of foreign exchange 
is really an enabling factor. In ad¬ 
dition to sound advance planning and 
efficient execution, about which much 
is talked though not as much done, 
a careful enquiry will no doubt show 
that many of the lags in the indus¬ 
trial programme can actually be 
traced to the persistent failure to 
translate industrial priorities into 
reality. Thus the completion of the 
complex of heavy machinery and 
structural and forgings projects 
will obviously make its impact on the 
execution of a wide variety of pro¬ 
jects. A scheme of execution of pro¬ 
jects on the basis of availability of 
foreign exchange cannot substitute 
for one based on the relations of 
complementarity and inter-depend¬ 
ence among projects. 

Private Sector's Failures 

The complementarities and inter¬ 
dependencies are as much a fact in 
the private sector and between pro¬ 
jects in the private and the public 
sectors. In the case of the private 
sector, however, industrial targets 
and programmes have a different 
meaning from those of the public 
sector. The control exercised by the 
Government through the Industrial 
licensing policy is essentially nega¬ 
tive and efforts to give positive 
direction to private industry have to 
be in the form of Incentives and con¬ 
cessions. 

In aggregative financial terms pri¬ 
vate sector investment in industry 
has been in keeping with the Plan 
targets. But an industry-wise survey 
would soon reveal that the progress 
in such crucial sectors as steel cast¬ 
ings and forgings, special steels, alu¬ 
minium, machine tools, cement and 
fertilisers ranges from nil to below 
expectations. High priority projects 
have faced difficulties in arranging 
for foreign collaboration and even 
in raising funds locally, while rela- 
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lively low priority projects have 
sailed ahead fairly smoothly—as In 
the Second Plan. To direct private 
investment into the high priority in¬ 
dustries the Plannnlg Commission is 
known to be considering price in¬ 
centives to controlled industries and 
higher development rebate in select¬ 
ed industries. These are not novel 
suggestions and were mentioned in 
the Third Plan though the Govern¬ 
ment has yet to act on them. 

Structural Base Still Weak 

The overall picture of industrial 
development that emerges is present¬ 
ed in the Table on page 1282 which 
shows the original Plan targets and 
the production that may be achieved 
in IB95-66 on the basis of current 
trends for some important industries. 

Reviewing industrial development 
In the Second Plan period, it was 
stated in the Third Plan: "There can 
be no doubt that In the Industrial 
field far-reaching gains have been 
secured. It must, however, be recog¬ 
nised that this success, consider¬ 
able though it is, has so far been 

Insufficient to-radically alter the 

structure of the economy .... The 
main Industrial targets which have 
not been achieved are those set for 
iron and steel, fertilisers, certain 
items of Industrial machinery, heavy 
castings and forgings, aluminium, 
newsprint, raw films, chemical pulp, 
soda ash, caustic soda, dyestuffs, and 
cement. The shortfalls have unfortun¬ 
ately occurred In some of the very 
industries which are of crucial im¬ 
portance and have deprived the eco¬ 
nomy of benefits reckoned on for the 
start of the Third Plan” (emphasis 
ours). 

A similar epitaph, it appears, can 
be written in advance for the Third 
Plan, 


Everest Advertising Scholarship 
J^VEREST Advertising Private 
Limited has instituted a full- 
term scholarship for a deserving 
candidate for the Diploma Course 
in Advertising at the Bharatiya 
Vidya Bhavan’s College of Journa¬ 
lism, Advertising and Printing. 
The scholarship will be given to 
a meritorious student deserving aid, 
who is not employed and who is 
interested in taking up advertising 
as • career. 


1283 
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Chemical Industry—A Link Missed 

A Gupta 

The review of industrial development in the first two years of the Third Plan attempted in the pre¬ 
vious article throws some light on the complementarities among different sectors of industry and indicates how 
failure of certain strategic industries to develop according to schedule may hold up the progress of a whole 
range of related industries. 

In this article this point is illustrated with an example from the chemical industry. 


The reported decision of the Gov¬ 
ernment to drop the public sec¬ 
tor primary intermediate chemicals 
project at Panvel, Maharashtra, 
(The Economic Weekly , July 6 
1963) raises many important ques¬ 
tions relating to the development of 
the dyes and pigment industry in 
the country. The dyes industry has 
by now got well-established. Some 
of the important categories of dye¬ 
stuff* at present manufactured along- 
with the production capacity in res¬ 
pect of them and the future demand 
for them are given in the table be¬ 
low. 

Dyestuffs are complex organic 
compounds and the manufacture of 
these involves complex processes. 
There are three stages in the tech¬ 
nology of dyestuff production : 

(1) manufacture of primary in¬ 
termediates from basic chemicals, 

(21 conversion of primary in¬ 
termediates into secondary inter¬ 
mediates or complex intermedi¬ 
ates, and 

(3) conversion of complex in¬ 
termediates into dyestuffs. 

Collaboration Agreement 
Complex intermediates are now 
imported and are converted into 
dyestuff’s in the dyestuff factories. 
The Government of India decided 
in 1960 to start the Panvel project 
for the manufacture of primary 
intermediates from the basic raw' 
materials available in fndia. This 
was expected to save a large amount 
of foreign exchange. The public sec¬ 
tor project was planned at a cost 
of Rs 12 rrores of which Rs 6 cro- 
rns was the foreign exchange com¬ 
ponent. It was planned to manu¬ 
facture about 300 different inter¬ 
mediates. mainly for the dye 
industry and also for the drug and 
pharmaceutical industry. 

It was planned that the dyestuff 
manufacturers would produce the 
secondary complex intermediates 
from the primary intermediates sup¬ 


plied to them from the, public sec¬ 
tor project. On the basis of this, 
many of the big dye manufacturers 
planned huge plants for the manu¬ 
facture of secondary intermediates 
and have already spent large amo¬ 
unts of money on these plants. The 
question is, if the Panvel project is 
abandoned, from where will these 
manufacturers get the primary inter¬ 
mediates ? Either the primary inter¬ 
mediates may have to be imported 
at a cost of foreign exchange or the 
plants will have to be kept idle. 

Why Germans Lost Interest 
Reports that the German manu¬ 
facturers who were to help build the 
Panvel plant have backed out be¬ 
cause they now feel that the project 
is not a viable one sound strange 
because the project was launched 
four years ago and a great deal of 
preparatory work has been done and 
a lot of money spent on the project, 
including by the Germans. Accord¬ 
ing to more informed sources, how¬ 
ever, the story is somewhat differ¬ 
ent. In 1960, when the agreement 
with the German consultants was 
signed, it was arranged that apart 
from their contribution to the capi¬ 
tal. the Germans would provide addi¬ 
tional foreign exchange required for 
the imported equipment as loan and 
would be paid 7 per cent interest on 
the loan. Subsequently the Govern¬ 
ment of India felt that it would be 
cheaper to use money out of West 
German aid to India for import of 
equipment for Panvel since the West 


German loan carried a lower rate 
of interest. The German industria¬ 
lists were upset about this and rela¬ 
tions between them and the Govern¬ 
ment were strained. Meanwhile it 
was found that money from West 
German aid would not be available 
after all. The Government was in 
a dilemma. 

Other difficulties also arose. It 
was discovered that the intermedi¬ 
ates planned to be produced at 
Panvel would not be sufficient even 
for a part of the requirements of 
the secondary intermediate manu¬ 
facturers. The big dye manufac¬ 
turers then approached the Planning 
Commission and the Government ag¬ 
reed that some of the primary inter¬ 
mediates could be manufactured by 
the dye manufacturers. But it would 
not be surprising if in course of 
time it is found that it is not eco¬ 
nomical for isolated manufacturers 
to go into the manufacture of the 
whole range of primary intermedi¬ 
ates at this juncture. TTiis requires 
heavy investment, and the reason 
why manufacture of primary inter¬ 
mediates was taken up in the public 
sector was that the task was beyond 
the competence of the private sec¬ 
tor. All these considerations make 
it imperative that the Panvel pro¬ 
ject be salvaged. The German con¬ 
sultants may yet agree to complete 
this project provided financial ar¬ 
rangements agreeable to them are 
made. 


Dyestuffs t Capacity and Expected Demand 

(Tons) 


Dyestuffs 

Present 

Capacity 

New 

Capacity 

Licensed 

1965-66 

Require¬ 

ments 

1970-71 

Require¬ 

ments 

Azo Dyei 

Basic Dyes 

Fast Colour Bases 
Naphthols 

Organic Pigments 
Sulphur Black 

Vat Dyes 

Total, Including 
miscellaneous 

1,500 

too 

1,000 

1.100 

700 

1,800 

200 

6,600 

2,600 

1,000 

300 

200 

800 

500 

1,100 

6,700 

3,000 

900 

1,300 

1.300 

1,200 

2.300 

1,200 

1 1,400 . 

3,700 

1,100 

1,600 

1,600 

1,300 

2,800 

1,500 

. 14,000 
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Export Strategy for the Take-Off 

It is now widely recognised that India’s export receipts will have to he more then doubled by 
1970 if the Indian economy is to become self-reliant even by the Fifth Plan. 

From the short run point of view also, the case for a vigorous export drive is not less strong. A 
large part of the industrial capacity of the country is lying unutilised for want of imported components and 
raw materials. Thus the availability of extra foreign exchange made possible by an incremental rise in ex¬ 
port earnings would increase the country’s national income by nearly the full amount of value added in 
manufacture in sectors of idle capacity. 

In addition, if the output of some crucial bottleneck products could be raised through an increased 
supply of imported materials, the gains to the economy would be further increased insofar as the output of 
many complementary industries would also rise. 

Above all, the country’s foreign exchange reserves having been nearly exhausted, we face a situation 
where even a minor shortfall in the amount of aid or a decline in export earnings could induce disproportionate¬ 
ly adverse effects on the country’s economic health. Thus the task of increasing export earnings here and 
now assumes a new urgency. 
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QUR official policy has been far 
too slow in recognising the 
necessity of a sustained export 
drive. As is now admitted “one of 
the main drawbacks in the past 
has been that the programme for 
exports has not been regarded as an 
integral part of the country’s deve¬ 
lopment effort under the Five Year 
Plans” (Cf “The Third Five Year 
Plan’’, p 137). As with planning 
in general, the greatest weakness of 
our export policies has been more 
in implementation rather than in 
formulation. For instance, take 
the case of ensuring that our ex¬ 
ports conform to certain minimum 
standards of quality. The Depart¬ 
ment of International Trade is 
planning to move into the matter. 
Meanwhile as recently as last 
month we find Australian importers 
complaining of the defective qua¬ 
lity of jute goods shipped from 
India (Economic Times, June 7, 
1963). Furthermore, while we 
have even now not fully suc¬ 
ceeded in preventing the export 
of sub-standard cotton textiles, it is 
instructive to know what our prin¬ 
cipal competitor, namely Japan, 
has done in this field. As early as 
April 1951. the Japanese Ministry 
of International Trade made it com¬ 
pulsory for all Japanese cloth to 
bear a label indicating whether the 
colour was fast and washable. In 
1955 the Japanese Government 
ruled that nothing but the cloth of 
washable colour or better could 
be exported to the. designated areas; 
and in March 1958 this ruling was 


made applicable to Japanese ex¬ 
ports of textiles to all destinations. 

Measure*, of Export Promotion 

Fortunately in the last two or three 
years, there has been a tendency 
for attitudes to change in the 
right direction but the movement 
has not gone far enough. The 
situation was aptly summarised 
last year by the Import and Export 
Policy Committee when it pointed 
out that "while targets of a high 
order have been theoretically drawn 
up. adequate steps have not yet 
been taken to dovetail the import- 
export targets with the plans and 
projects of development in the 
private and public sector and to 
lay the foundation of a big trade’’ 
{Ibid p 24). 

In the last few years. Govern¬ 
ment has no doubt taken some 
useful steps to promote exports. 
Some new institutional arrange¬ 
ments like the Export Promotion 
Councils have been brought into 
existence. Attempts have been 
made to abolish any remaining 
disincentives to exports by a syste¬ 
matic review of export controls 
and export duties and by arranging 
for a speedy refund of import and 
excise duties on the raw material 
content of the exported articles. 
Furthermore, in order to ensure 
that manufacturers participating in 
the export trade are not hampered 
by a lack of a sufficient supply of 
raw materials, Government has 
arranged to provide the necessary 
raw materials, local as well as im¬ 


ported, by granting appropriate 
licences to such firm*. Lastly, some 
more positive incentive* to ex¬ 
porters have also been offered. 
These take the form of a rebate of 
income tax on export earning*, 
freight rebate on specified export 
shipments on the Indian Railways 
and the supply of raw materials at 
concessional prices to exporters of 
specified products. (In an econo¬ 
my where imports are severely 
controlled, the permission to the 
exporters to retain a part of export 
receipts for the import of specified 
raw materials has also an element 
of incentive attached to it). 
Cumulative Imparl not Significant 
AH these are helpful measures. 
However, in their cumulative im¬ 
pact they are unlikely to be of • 
very great significance because 
positive incentives to exports 
are so far greatly limited in 
their scope and they do not cover 
some of India’s major export items. 
Considering the fierce competition 
in the world markets and the grow¬ 
ing profitability of the home mar¬ 
ket in India (as a result both of 
rising incomes and severe import 
controls), the existing measures are 
grossly inadequate. That this is ao 
is proved by the failure of existing 
export promotion scheme for cotton 
textiles in boosting our exports. As 
is well known, despite the incentives 
under the export promotion scheme 
for cotton textiles, some textile 
mills chose to pay premiums at or 
near the penalty rates to avoid ex¬ 
porting 12,5 per cent of their pro- 
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duct ion under the scheme of pom- 
-V' pulsory exports introduced last 

, y«ar. The moral is that the pre¬ 
sent export promotion measures are 
y. halting in their incidence and 

extremely inadequate to meet the 

challenge of the situation. Un¬ 
fortunately, it appears that apart 

from these measures. Government 

seems to have been left only with 
exhortations to manufacturers to ex¬ 
port more. A typical ease is the 

Government’s reported response to 

the jute industry’s request for 
some countervailing action to 
neutralise the effects of Pakistan’s 
export bonus scheme. This scheme 
haM been in operation in Pakistan 
since 1959, and ns a result, Pakistan 
has made heavy inroads into our 
traditional markets for jute sacking. 
Until now we have failed to take 
any action to meet this '‘unnatural” 
eompetition and the ollirial view 
seems to have been that lire growth 
of an export based jute irulustiv in 
Pakistan was inevitable and could 
not be checked. Hut now that 
Government is reported to be seized 
of the problem, it has gone no 
further than asking the jute industry 
to subsidise exports out of a pool 
to be created from its own resources. 
Such a device has previously been 
used in the case of bicycles as well 
as sugar and the results are well 
known. Since the bulk of the ex¬ 
port activity is being carried on 
by the private sector, it is neers- 1 
safv to realise that exhortations 
and appeals to patriotism are hard¬ 
ly an adequate substitute for posi- * 
live-economic incentives. In this 1 
connection it is well to remember * 
lyiarshall’s dictum: ‘‘Progress ' 

chiefly depends on the extent to ' 
which the strongest arid not merely ] 
the highest forces of human nature ' 
can be utilised for the increase of 1 
social good”. 11 

Elements of Export .Strategy 

Broadly speaking, our objective p 
should be at least to hold on to j, 
our present share of world exports t. 
for those commodities where we are „ 
a lending exporter and world trade J r 
displays oligopolistic tendencies; r . 
for those Commodities of which we ai 
air pnly a marginal exporter, sus- p f 
tamed efforts should be made to te 
increase our market share. It is hr 

a times asked how far is it justi- ai 
i for India to increase her ex- fe 
ports at the cost of other under- tir 


m- developed countries? The simple 
ast answer to this is that India is per- 
re- haps the poorest country in the 
re world and she, therefore, need not 
id suffer from any pangs of conscience 
he in pushing forward her exports as 
n- part of her programme of economic 
rf development. Besides, it need not 
nt always he that our exports must 
h compete against those of other un¬ 
it dcrdeveloped countries. For exam- 
1f> [>le, in cotton textiles our chief rom- 

to prtitor is Japan. Moreover. it is 
>r quite possible that a rise in our ex- 
'f ports of such items as raw cotton, 
s tobacco and vegetable oils may 
ie affect rich countries like the USA 
n more than underdeveloped countries 
n since the 1 SA is also a major ex- 
r porter o f agricultural commodities. 

p Hole of Truditional Exports 

There is a widespread feeling 
„■ that since our traditional exports 
, do not offer much scope for ex¬ 
pansion, export promotion measures 
| need not rover them. It is no 
I doubt true that our traditional ex- 
| ports do not offer very exciting 
«P|«>rlunites hut it does not follow 
that wr can afford to leave them 
alone. Considering that other 
countries are out to inrrease their 
exports of such items as jute goods, 
tea. cotton textiles and manganese 
ore. we may not hr able to main¬ 
tain our present exports of these 
items without a conscious policy 
of protecting our position. Un- 
b rtunately our neglect of the tradi¬ 
tional exports in the last deeade 
has cost us dearly. I n almost all 
traditional items our market chare 
of world exports has been falling 
in the last decade. For example 
in jute manufactures, our share of 
world exnorts fell from 97 per rent 
in 1918-5(1 to about 76 per cent i-t i 
1958-60; in tea our share fell from t 
about 50 per cent to A3 per cent 1 
over the samr period; before the i 
war India normally supplied 45-50 | 

per cent of world exports fexclud- t 
ing China) of groundnuts and r 
groundnut oil (in terms „f f 

oil equivalent). hut in 1958-60 n 
India’s chare had fallen to 3 per o 

rent. During 1948-50. both India r 

an I Japan accounted for about 11 a 
per rent o r world exports of cotton tl 

textiles each; in 1958-60. Japan ti 

had managed to raise her share to r 
about 18 per cent while India’s c 
fell to about 10 per cent. At a p 
time when previously major ex n 
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The simple porters like the U K and the USA 
India is per- were resigned to a reduction in 
mntry in the their exports of cotton textiles, an 
fore, need not export oriented policy in India 
of conscience could have turned this fact to her 
■r exports as advantage. But whereas Japan, 
? of economic Hong Kong and Pakistan have all 
, it need not cashed on this opportunity, India 
exports must has not. My investigations have 
of other un- shown that if India’s relative share 
For exam- of world exports of her principal 
mr chief rom- traditional exports in 1958-60 had 
lorrover. it is been the same as in 1948-50. the 
ise in our ex- country's export earnings would 
raw cotton, have been higher by about Rs 
' oils may 90-100 crores a year than they 
like the USA actually were. One gets an idea 
ped countries of the opportunities which have 
a major ex- been lost when one remembers that 
commodities. this is roughly the entire foreign 
Exports exchange cost of a steel plant with 

ead feeling an anmia * cfl P aci 'y of one million 
inal exports ,f>r)S- 

spr for ex- The point I wish to emphasise is 
ion measures that India's traditional exports are 
It is no far too important to be left alone, 
iditional ex- We must urgently do something 
T exciting about the competition offered by 
• not follow Pakistan in jute manufactures; 
leave them similarly, we must greatlv streng- 
that other then our competitive position with 
rrease their regard to common teas; we must 
jute goods, bring our prices of cotton textiles 

manganese to a level where we can effectively 

e to main- compete against Japan; in manga- 
ts of these nese ore, we must face the Russian, 
ous policy African and Brazilian competition 
iion. Un- more effectively; i n vegetable oils 

‘f the trade we must do something to recover 
ast decade at least part of the lost ground. I 
almost all shall come hack to these points 

arket share again in a later section. 

>rcn falling 

>r example Oucial Importance of Agricultural 
ir share of Production 


In order to increase our exports 
it is necessary not only to ensure 
that adequate export surpluses are 
forthcoming hut also that they arc 
made available at competitive 
prices. The future of our tradi 
tional exports is crucially depen- 
nent on thr trends in agricultural 
production. We cannot increase 
our exports ef raw cotton, vegetable 
oils and tobacco unless production 
rises faster than the contemplated 
additional consumption. Similarly, 
the performance of jute and cotton 
textiles will greatly depend on the 
country s ability to provide suffi¬ 
cient raw materials at competitive 
prices. J am one of those who do 
not take a very rosy view of the 
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export prospects of “new manu- 
factures’ from India. (See my 
article in the Special Number, 
July, 1962). Such products of new 
industries as we can readily export 
are unlikely to be much in demand 
abroad in view of the growing 
emphasis on import substitution in 
other underdeveloped countries 
while in some really promising 
lines, the creation of sufficient 
capacity to allow for export possibi¬ 
lities is currently being hampered 
(or want of an adequate supply of 
foreign exchange. On the other 
hand, in agriculture, now that vast 
investments in major and medium 
irrigation works have already been 
made, progress is most likely to 
depend on the adoption of improved 
techniques. Hence it is time that 
we start measuring the success of 
our Food Ministers not by their 
ability to negotiate for PL 480 im¬ 
ports (important though they are) 
and to sell a few thousand tons of 
sugar abroad but by the extent to 
which they can deal effectively witn 
our agricultural stagnation. 

Competitiveness of Exports 

It is necessary to emphasise that 
in the modern world, international 
trade is not a simple arbitrage 
operation between prices of the 
same things in different centres. 
Prices apart, such things as sales¬ 
manship, attractiveness and consum¬ 
er appeal, provision of after sale 
services, the length of delivery dates, 
a steady availability of supplies and 
credit facilities also exercise an im¬ 
portant influence on exports, especi¬ 
ally of manufactured goods. In the 
case of agricultural commodities 
with internationally recognised stand¬ 
ards, prices are no doubt the most 
important determinant of export 
performance but here too frequent 
changes in prices and availability of 
supplies may hamper the export 
effort. Thus insofar as export com¬ 
modities are subject to export con¬ 
trol (raw cotton, vegetable oils for 
example) the export controls ought 
to be so administered as to lead to 
a steady availability of supplies from 
India. Too frequent changes in ex¬ 
port quotas should be avoided as 
far as possible. 

However, there is no doubt that 
prices still play the crucial role in 
a competitive strategy. Where there 
are other competing sources of sup¬ 
plies, our export prices must com¬ 
pare favourably with them if our 


goods are to hold their own in for¬ 
eign markets, in some commodities 
wiiere we are a monopolist or an 
oligopolist in world trade, it may 
be possible to pass on higher cost 
to loieigu consumers witnout much 
adverse eiiect on export earnings in 
tne short run, but sued policies 
must give rise to the development 
and expansion of non-Indian sour¬ 
ces of supplies or the use of some 
substitutes (lor example, paper bags 
in place oi jute bags), thus it ap¬ 
pears that the recent device of im¬ 
posing minimum export prices as 
in the case oi cardamom, lac and 
tobacco seems to be ill-conceived 
from the point of view of long run 
interests oi the country. The omciat 
justification lor such a measure 
seems to be that in the absence of 
such controls, there would he waste¬ 
ful competition among exporters, 
leading to an excessive fall in ex¬ 
port prices, but the great weakness 
of an ollicially imposed price con¬ 
trol is that it will deprive the indus¬ 
try of the much needed flexibility 
in face of foreign competition. If 
the Government is really worried 
about wasteful competition the best 
method would be to help reorganise 
the trade eliminating uneconomic 
exporters from the field. 

In the lust few months there has 
been some controversy whether the 
rupee ought to be devalued in order 
to improve the competitive position 
of our exports. I cannot go into 
this controversy here but it appears 
that the gap between the views of 
the two opposing schools is rather 
narrow because the opponents of 
devaluation readily admit the need 
for export subsidies. Those who pre¬ 
fer export subsidies presumably 
think that such subsidies are needed 
only for non-traditional exports, 
and in their view in the face of an 
assumed inelastic demand for many 
of our traditional exports a devalua¬ 
tion may well worsen the terms of 
trade without bringing much relief 
to the country’s balance of pay¬ 
ments. On this view, export subsidies 
would bring about a given improve¬ 
ment in the country’s balance of 
payments with the minimum neces¬ 
sary deterioration in our terms of 
trade. In theory the answer to this 
is that if there are any items with 
an inelastic demand and if it was 
found that exporters not knowing 
their own self-interest, were charg- 
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ing unduly low prices they could 
be taken care ol oy a simultaneous 
levy ot export duties on triem along 
won an act oi devaluation, in prac¬ 
tice, we nave to face tne prouiem 
tnat most oi, even our traditional 
exports are in need ot some utneu- 
sive action on our part it we are to 
preserve our existing share of world 
trade. 

Up to a point the choice between 
export subsidies {combined with 
import duties) and devaluation 
(combined with export duties on ex¬ 
port goods with an inelastic foreign 
demand) is largely a matter of ad¬ 
ministrative convenience. And ll 
subsidies have to be given to a large 
number of items, a general price 
adjustment like devaluation is to be 
preferred on account of administra¬ 
tive convenience. A country like 
India which is desperately short of 
foreign exchange needs a policy 
which would make the earning of 
foreign exchange as a whole more 
attractive. If we were to rely on ex¬ 
port subsidies, some needy cases may 
still be left out even if the autho¬ 
rities are very careful in favouring 
all deserving cases with export sub¬ 
sidies. 

Currency Retention Scheme! 

Export subsidies may also take 
the form of currency retention sche¬ 
mes whereby exporters can make 
good their losses on export sales by 
importing scarce commodities. Such 
schemes have a much greater scope 
in a relatively free economy which 
does not lay emphasis on the fulfil¬ 
ment of physical tragets so that im¬ 
porters can be given a great degree 
of freedom in choosing their im¬ 
ports. In a planned economy the 
exporters’ choice in the use of their 
“free” foreign exchange has neces¬ 
sarily to he limited to only the 
essential items which may not offer 
the most exciting profit opportuni¬ 
ties. 

Even otherwise a straight forward 
export subsidy is to be preferred to 
a currency retention scheme which 
grants import rights to a large 
number of exporters. The resulting 
displacement of large established 
import traders with thrir special 
knowledge o f foreign markets by a 
large number of actual users may 
well lead to an unnecessary loss on 
terms of trade insofar as the ex¬ 
porting countries may appropriate a 
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STRONGER THAN STEEL 



There are metals stronger than 
steel, but steel is still the 
master metal because it helps 
build something stronger than 
all — a nation’s economy. 

India’s annual steel production 
capacity has risen four times in 
five years—from 1.5 million ingot 
tons in 1956 to 6 million tons 
today. In providing this 
firm foundation for the country, 
Hindustan Steel has played a 
leading role, building three 
one-million-ton integrated steel 
plants at Rourkela, Bhilai and 
Durgapur. And in the coming 
years, Hindustan Steel plans 
to expand the capacities of 
these three plants and build two 
more—one at Bokaro and an 
Alloy Steels Plant at Durgapur. 

By 1966 Hindustan Steel will 
increase its capacity to produce 
7 million tons of ingot steel a year. 

In the bid to make the national 
economy stronger, Hindustan 
Steel will play its part. 



HINDUSTAN STEEL 

Backbone of Industry 

SOOSMtA . SHILAI . OUAGArw* 
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part of the difference between the 
demand price and the supply price 
of imports by raising their export 
prices. Besides, if economies of scale 
are important in the import trade, 
there may be an unnecessary rise in 
the landed cost of imports. For ex¬ 
ample, the cost of transport may be 
lower for bulk cargoes than for 
smalt quantities of shipments. 

Curb Domestic Demand 

Devaluation or export subsidies 
seek to promote exports by increa¬ 
sing the profit margin to be earned 
on export sales in relation to home 
sales. However, business firms may 
fail to respond if they are already 
earning “normal” profits on their 
home soles. Business men may not 
be as interested in a single minded 
pursuit of maximum profit as is of¬ 
ten assumed and the incentive to do 
so is particularly weak if they are 
already reaping reasonable profits 
on the existing turnover. 

The opening up of a foreign mar¬ 
ket calls for special efforts and will¬ 
ingness to bear risk, and firms may 
let opportunities pass by even if 
there is the lure of additional pro¬ 
fits. But such disinclinations would 
be much weaker if the home market 
were to decline absolutely in pro¬ 
fitability. Faced with the prospect 
of a fall in domestic demand and 
hence profits, firms may be much 
more willing to seek export outlets 
for their products. Hence it is neces¬ 
sary to combine devaluation or ex¬ 
port subsidies to a restraint on the 
domestic absorption of exportables 
by such measures as fiscal levies, 
controls on prices or profits and 
even rationing of export commodi¬ 
ties for home use. 

Export Planning for Individual 
Commodities 

It is beyond the scope of the pre¬ 
sent note to lay down an export 
policy which is applicable to all 
commodities. However, it is possible 
to give an outline of some of the 
major problems faced by our im¬ 
portant export products which ought 
to be taken into account in the 
framing of export policy. 

Jute Manufactures 

It is quite likely that due to in¬ 
creasing international pressures, 
countries of Western Europe (which 
have a sizeable jute industry of 
their own) will liberalise their im¬ 
ports of jute manufactures from 


Asian countries. Until now these 
countries have been heavily protect¬ 
ing their local industries tnrough 
both tariffs and import quotas. Even 
otherwise, my studies show that in 
the present decade the volume of 
world trade in jute manufactures 
may be expected to grow moderate¬ 
ly. From India’s point of view, 
however, the growth of an export 
based jute industry in Pakistan 
poses a very serious problem. As¬ 
suming that Pakistan has merely to 
produce more in order to sell more, 
her Second Five Year Plan aims at 
increasing her exports from 197 
thousand tons in 1959-60 to 290 
thousand tons by 1964-65 (ibid. 
p 238 ). With only a very moderate 
expected growth in the volume of 
world trade, Pakistan’s success in 
the export markets is bound to af¬ 
fect India’s exports severely. 

Normally, India produces jute 
goods cheaper than Pakistan. But 
with the introduction since 1959 of 
an export bonus scheme in Pakistan 
which involved an export subsidy of 
nearly 25 per cent in I960 (as offi¬ 
cially admitted in the Report of 
Pakistan Jute Enquiry Commission, 
1961, p 142-46), that country’s cost 
disadvantage in relation to India 
has been more than neutralised. 
Backed by this export subsidy, 
Pakistan has made heavy inroads 
into India’s traditional markets for 
jute goods and during 1958-60 
Pakistan’s exports had risen to near¬ 
ly 25 per cent of India's exports. 
Until now Pakistan’s exports have 
consisted mostly of sacking and 
have been directed mostly to coun¬ 
tries of the Far East. But consider¬ 
ing that Pakistan has the advantage 
of having a superior variety of jute, 
suited for the manufacture of hes¬ 
sian, India will soon face a severe 
competition from Pakistan in the 
vital U S market as well. 

Ideally, one would expect that 
the two countries should work out a 
common policy with regard to the 
export of raw jute and jute manu¬ 
factures. It is well known that the 
existing capacity of the Indian jute 
industry is more than adequate for 
meeting the entire world demand so 
that any further extension of capa¬ 
city in Pakistan will lead only to 
wasteful competition between the 
two countries. Unfortunately, the 
climate of opinion is not very con¬ 
ducive to a joint approach. In 
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these circumstances, India faces a 
dilemma. If she does not neutralise 
the effects of Pakistan’s export sub¬ 
sidy, India’s share of world exports 
will further fall. On the other hand, 
an attempt to match Pakistan’s ex¬ 
port subsidy will lead to a reduc¬ 
tion in export earnings in the short 
run (in view , of the inelastic de¬ 
mand). However, a failure to act 
now might impose much more seri¬ 
ous losses on India in the long run 
when Pakistan’s industry would 
have grown in experience. There¬ 
fore, there is a strong case for India 
to give a countervailing export sub¬ 
sidy so as to induce Pakistan to 
withdraw her own subsidy. 

Tea 

In tea we have to face two major 
problems. The first is created by a 
continuous fall in India’s relative 
share of world trade and the second 
is due to the growing fears that the 
world tea economy may enter a 
phase of over-production in the pre¬ 
sent decade. As we observed pre¬ 
viously, India’s share of world ex¬ 
ports fell from about 50 per cent 
in 1948-50 to 43 per cent in 1958- 
60. During the same period, Ceylon, 
the second leading producer, im¬ 
proved her share from 35 per cent 
to 37 per cent. India’s position is 
the weakest in common teas which 
are also grown in Africa. Exports 
of tea from Africa rose by over 100 
per cent in the last decade and 
since nearly 60 per cent of Indian 
exports consist of common teas (as 
against only one-third in the case 
of Ceylon) the growth of African 
exports is bound to affect India 
more than Ceylon. Africa is known 
to be a low cost producer. Accord¬ 
ing to an F A O estimate while oosts 
of production were estimated at 14 
to 21 pence per pound in Africa, 
costs for the comparable Indian 
teas worked out btween 27 to 31 
pence per lb (Cf FAO “Tea-Trends 
and Prospects ” Rome, 1960, p 44). 
Thus there is need to neutralise our 
cost disadvantage in common teas. 
The export duty on tea has been 
abolished but the withdrawal of the 
refund of excise duty makes the step 
not very progressive. 

Secondly, it appears that the tea 
industry has taken the FAO forecast 
of likely excess production by the 
end of this decade rather seriously 
(Cf a speech by the late Sir James 
Jones as reported in the “Tea”, Cal- 
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cutta, June, 1961). This outlook may 
well hamper the growth of tea pro¬ 
duction in accordance with the tar¬ 
gets o! the Third Plan and we ma> 
thus well end up with a situation 
whereby a rising domestic consump¬ 
tion would eat into export surpluses. 
As was pointed out by the Planta 
tion Enquiry Commission some- 
years ago, the pace of replantation 
m the post-war years has been very 
slow and in the Darjeeling area, 
producing some of the finest tea, 
about BO per cent of the area is in 
need of immediate replantation. The 
fear of a coming recession will fur¬ 
ther dampen the enthusiasm of 
planters. Therefore, in order to in¬ 
spire greater confidence among 
planters, it is necessary for Govern¬ 
ment to consult other leading tea 
producing countries with a view to 
devise an international stabilisation 
scheme to be put in operation in the 
event of a phase of over-production. 
The very existence of such a scheme 
would help an orderly growth of 
tea production since the planters 
would have a greater degree of con¬ 
fidence in the future than they pre¬ 
sently seem to have. 

Cotton Textiles 

We have already referred to 
India's disappointing export per¬ 
formance in cotton textiles in 
the last decade in comparison 
with the performance of such 
countries as Japan. Hong Kong 
and Pakistan, (dearly, Indian goods 
are being priced out of the world 
markets. Whereas the wholesale pri¬ 
ces of cotton textiles in Japan in 
1960 were 23 per cent lower than 
1953, in India the prices rose by 23 
per cent between 1953 and I960 
(See IJ N Monthly Bulletin of Sta¬ 
tistics, June 1961). Haw cotton ac¬ 
counts for nearly 50 per cent of the 
cost of production of doth. But 
whereas countries like Japan which 
depend largely on imported supplies 
find that raw cotton in recent years 
hat. become cheaper than before 
(thanks to.^U S subsidies on exports 
since 1956) prices of comparable 
cottons in India since 1959 have 
been above the world prices. Thus 
the first necessity is to stabilise pri¬ 
ces of raw cotton at a reasonable 
level. 

Furthermore, it is necessary to 
keep our cotton industry in a state of 
high efficiency for it is quite likely 


that the present decade will witness 
a further liberalisation of textile im¬ 
ports by the developed countries, 
thus i! it is true that the preference 
abroad is for the flawless cloth which 
cannot be manufactured on ordinary 
looms, we must be willing to instal 
more ol automatic looms. Obvious¬ 
ly, adoption of automatic looms on 
a large scale will cause a lot of 
unemployment but the burden would 
be much more tolerable if the Gov¬ 
ernment were to revise its attitude 
towards the expansion of the mill 
sector of the cotton industry. The 
performance of the handloom sector 
bas been far from satisfactory, des¬ 
pite many incentives to increased 
production. The official estimates ol 
the production of handloom cloth 
are known to be an over-estimate, 
computed as they are by the appli¬ 
cation of an arbitrary conversion 
factor to the delivery of yarn by 
spinning mills to the handloom sec¬ 
tor. A large part of this yarn is 
sold in the black market to the 
powerlooms. Thus Government’s 
willingness to face economic reali¬ 
ties and allowing the mill sector to 
expand its capacity would greatly 
reduce the burden of unemployment 
resulting from a widespread udop 
tion of automatic looms. 

Finally a word about the export 
strategy. By and large India has 
been able to hold on to her share 
of important export markets despite 
the growing competition from Japan 
in the last five or seven years (Cey¬ 
lon, Malaya and Singapore are ex¬ 
ceptions). The success of Japan on 
the export front has been due not 
so much to a rise in her relative 
share of individual markets but to 
her ability to find new markets for 
her textiles. For example, in 1960 
Asian countries took nearly 40 per 
cent o f both the Japanese as well 
as Indian exports. For the rest, 
leaving aside the U K. Indian ex¬ 
ports went mostly to Africa. The 
Japanese exports were. however, 
more uniformly distributed among 
the African, European. American 
and Oceaniun markets. Recently, 
there has been a good deal of talk 
of encouraging the export of finer 
varieties of cloth, In my view there 
are not much chances of our being 
successful in this venture since the 
bulk of raw cotton needed for these 
varieties has to be imported. Our 
natural advantage seems to be in the 
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cloth of coarse and medium varie¬ 
ties where we can compete even 
against Japan. Let us supply these 
varieties to more countries than we 
have been doing in the past. Fur¬ 
thermore, if the developed countries 
should liberalise their imports, the 
pattern would be one as we find in 
the U K, ie,-the import of grey 
doth for being processed at home, 
in accordance, with the changing de¬ 
mands of fashion. Thus the best 
policy seems to be to specialise in 
those varieties of cloth where our 
comparative advantage seems to be 
the greatest. 

Vegetable Oilseeds and Oils 

We have already commented upon 
the havoc played by the growth of 
domestic demand with India’s ex 
ports of vegetable oilseeds and oils. 
The world outlook for vegetable oils 
is encouraging, despite the growing 
use of synthetic detergents and com¬ 
petition from other animal fats like 
butter. We should try to take ad¬ 
vantage of the very rapid expected 
growth of imports of vegetable oils 
into Japan in the present decade. 
(The available FAO projections 
provide for the. growth of net im¬ 
ports from an annual level of 
200,000 tons during 1957-59 to 
500,000 ions by 1969-71). In West¬ 
ern Europe, the tariff preferences for 
oil from the Associated territories 
notwithstanding, India should be 
able to increase her exports if onlv 
she has adequate export surpluses. 
As is well known, in the case of 
groundnuts almost the entire land 
suitable for cultivation has been 
brought under cultivation in the 
former French West Africa so that 
the immediate prospects for a fur¬ 
ther expansion of output are not 
very good. India should try to cash 
on this opportunity. Unfortunately, 
the Government has so far been un¬ 
able to curb the domestic demand 
for groundnut oil. At one time it 
was hoped that policies to crush 
substantial quantities of cotton seed 
(which presently go waste) would 
release large quantities of ground¬ 
nut oil for export. Yet the produc¬ 
tion of cotton seed oil in the orga¬ 
nised sector which was 12 thousand 
tons in 1956 rose only to 15 thous¬ 
and tons in 1960-61. Vegetable oil¬ 
seeds and oils present a case where 
we could easily earn foreign ex¬ 
change worth about Rs 70-80 crores 
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a year, if only the Government were 
to become a little leas soft to the 
domestic consumers. 

Tobacco 

India's failure to increase her 
exports of tobacco very significantly 
in the last decade is due primarily 
to our failure to improve the quali¬ 
ty of our tobacco. The Virginia flue 
cured variety is increasingly in de¬ 
mand in Europe and this variety is 
not grown in Europe so that despite 
the ECM tariff of 30 per cent, we 
rhould be able to export more to¬ 
bacco to Europe if only we have the 
tobacco of high quality. The Indian 
Virginia tobacco is the cheapest as 
compared with both the Rhodesian 
as well as the American Virginia. 
Rut because of its poor quality, 
there is only a limited demand for 
it and that too for the top grades. 
The future of our tobacco exports 
is. therefore, crucially dependent on 
our ability to greatly improve the 
quality of our product. 

Manganese and Iron Ores 

In manganese ore we have been 
steadily losing ground for the last 
many years in face of Brazilian, 
African and Russian competition. 
No doubt we face difficulties in in¬ 
creasing our exports as mining com¬ 
panies in Africa and Brazil are of¬ 
ten interlinked to the steel companies 
in metropolitan countries. However, 
it is worth investigating whether our 
selling methods need to be changed. 
Unlike iron ore, manganese ore is 
demanded in small consignments 
and we really ought to find out how 
far is the State Trading Corporation 
ideally suited to handle this trade. 

The export prospects for iron ore 
ure very good and if supplies are 
forthcoming we should he able to 
step up our exports to about 25 
million tons by 1970. Howpver, it 
is worth exploring whether additio¬ 
nal exports could not take the form 
of pig iron rather than ore. Before 
the war Japan used to import con¬ 
siderable quantities of pig iron from 
China and Korea and in the last few 
years she has negotiated agreements 
with South Africa for the supply of 
pig iron. If successful, such a deve¬ 
lopment would bring us additional 
foreign exchange to the extent of 
value added in manufacture. From 
the point of view of the importing 



countries, it would mean a consider¬ 
able saving of investment in blast 
furnace capacity as well as in ship¬ 
ping space. 

Raw Cotton 

The latest FAO estimates (see 
Agricultural Commodities — pro¬ 
jections for 1970) point to a fur¬ 
ther expansion of world trade in 
raw cotton, the competition from 
synthetic fibres notwithstanding. 
Moreover, many underdeveloped 
countries which are now installing 
cotton textile factories are depend¬ 
ent on imported supplies. Besides, 
some varieties of Indian cotton, like 
the Bengal Deshi, have a special 
market of their own suited as they 
are for non-spinning purposes and 
also for being mixed with other fi¬ 
bres. India is only a minor exporter 
of raw cotton and her shaie of 
world exports in the last decade 
never exceeded 2 per cent. Thus re¬ 
gardless of conditions of overall 
world demand, India should be able 
to increase her exports if only she 
can generate adequate export sur¬ 
pluses. The Third Plan provides 
for an increase of 37 per cent in 
the production of raw cotton and 
one can only hope that not onlv 
will production live up to the ex¬ 
pectations hut that exports will rise 
pronorfinnalely to the growth of 
production. 

Cashew Kernels 

Until now India has held a mono¬ 
poly of cashew kernels. There is a 
vast potential market for edible 
nuts in Western countries so that 
export prospects for cashew nuts 
are really good. However. India has 
to import large quantities of raw 
nuts from East Africa for process¬ 
ing. In due course. East African 
countries will start shipping cashew 
nuts directly to Europe. Therefore, 
in order to strengthen India's com¬ 
petitive position it is very essential 
that the production of raw nut® 
should he greatly stepped up. It i* 
heartening to note that the Third 
Plan visualises a rise of 105 per 
rent in the production of raw nuts. 
One can only hope that this target 
will he f ullv realised. 

New Manufacture t 

There is a great lack of clear 
thinking in India with regard to 
the export of new manufactures. 


While great hopes continue to be 
pinned on the export of products of 
new industries, not much thought 
has been given to the selection of 
the most promising fields. Govern¬ 
ment's current policy seems to ex* 
hort everybody to export but ex¬ 
hortations are hardly a substitute 
for a well planned export policy. 

In choosing the most promising 
lines of export, we have to look for 
those commodities which are likely 
to be increasingly demanded by the 
importing countries and in which 
we would be in a position to com¬ 
plete effectively against other esta¬ 
blished exporters. Insofar as ex¬ 
ports are to be directed to the neigh¬ 
bouring countries, we must take 
note of a strong desire on the part 
of developing countries to industri¬ 
alise themselves. This means that 
many simpler types of consumer 
goods that India has started export¬ 
ing in the last few years are un¬ 
likely to provide a large scope for 
expansion. Being relatively easy to 
manufacture, the importing coun¬ 
tries will soon want to meet all 
their requirements of such goods 
from local production. 

Secondly, insofar as foreign aid 
from the developed countries conti¬ 
nues to he “tied” to imports from 
the donor country, we should con¬ 
centrate on such goods which are 
not usually financed by foreign 
loans, i e. essential consumer goods 
which cannot he locally manufar 
tured like drugs and medicines, 
intermediate products like fertilisers, 
cement etc. Since thp International 
Bank for Reconstruction and Deve¬ 
lopment usually grants loans which 
are not lied to any particular cur¬ 
rency and since public utility works 
seem to he a special favourite of the 
Rank for lending, we should try to 
develop the export of transport and 
other public utility equipment Iik,e 
the railway rolling stock. 

Thirdly, it is quite possible that 
simpler types of goods which offer 
a limited scope in the underdevelop¬ 
ed countries may well find a mar¬ 
ket in the developed countries. A 
helpful beginning seems to have 
been made in items like cast iron 
pipes, wood screws and sewing 
machines. We ought to explore sys¬ 
tematically such industries which 
have an export potential in the 
developed countries. 
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Fourthly, having got an idea of 
the commodities which are likely to 
remain in good demand, we shall 
have to choose those commodities in 
which we have a reasonable chance 
of exploiting most of the economies 
of large scale so as to enable us to 
compete against other established 
exporters. # While in the short run 
the need for restraining domestic 
consumption is obvious, in the long 
run a substantial home market will 
in fact contribute to the efficiency 
of the export trade provided tastes 
and styles dictated by the home 
market are not very different from 
those of the overseas buyers. A 
large home market permits the ex¬ 
ploitation of economies of scale and 
often enables industrial technology 
to be acquired and developed in the 
easiest way: and further, bv provid¬ 
ing a relatively stable and predic¬ 
table home demand, secure for the 
firm an established position from 
which commercial sorties overseas 
can be launched without endanger¬ 
ing its stability if they fail. 


Pleu for Study (.roup 

Clearly it is beyond the scope of 
the present paper to suggest more 
precisely the really promising fields 
of exports. That task can be attem¬ 
pted only with access to a great 
deal of engineering data. Therefore, 
there is a need for constituting a 
study group consisting of engineers, 
industrialists and economists which 
ought to examine regularly the ex¬ 
port potential of various industries. 
Furthermore, to ensure that our 
costs and standards of quality com¬ 
pare favourably with those of other 
countries, teams of experts (like the 
postwar Anglo-American Producti¬ 
vity Teams) should he sent to vari¬ 
ous countries to bring to the notice 
of the Indian industry new develop¬ 
ments in the field of technology and 
latests improvements o f quality and 
design. 


* India has by now acquired consider 
able experience in the construction of 
irrigation projects and other public 
utility works. Indian contractors there¬ 
fore need to be encouraged to tender 
abroad for the construction of such 
projects. If necessary, they could pool 
their resources to form a corporation 
for this purpose. Apart from bring¬ 
ing invisible earnings, such a step will 
alio greatly encourage the export of 
builders’ hardware and machinery 
IC.fcfi fadia. 
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Industrial Finance Corporation 
oi India 

I Incorporated under the Industrial Finance Corporation Act, 1946 (XV of 1946). 


ESTABLISHED IN 1948 . 


PAID-UP CAPITAL : 

Ra. 

7,00,00,000 


(£ 

5,250,000) 

RESERVE FUND & OTHER RESERVES: 

R*. 

2,21,69,062 

(As on the 31st Derember, 1962) 

a 

1,662,680) 

TOTAL LOANS OUTSTANDING : 

Rs. 

53,81,55,000 

(As on the 31st December, 1962) 

(* 

40,361,625) 


authorised business . 

(a) Granting of loam or subscribing to debentures in rupee currency repay¬ 
able in not more than 25 k years. 

I b ) Granting of loans in foreign currency. 

(c) Underwriting of equity, preference or debenture issues. 

(d) Subscribing to equity or preference capital. 

(c) Guaranteeing deferred payments in respect of machinery imported from 
abroad or purchased in India. 

(() Guaranteeing loans raised from foreign banks or financial institutions in 
foreign currency. 

(g) Guaranteeing loans raised from scheduled banks or State co-operative 
banks or floated in the public market. 

PURPOSES FOR WHICH LOANS ARE SANCTIONED t 

Loans ran be sanctioned for any productive purpose, such as 

(a) Purchase of new machinery. 

(h) Renovation or replacement of old machinery. 

(cl Construction of factory buildings. 

(d) Purchase of land for factory sites. 

If'G funds are not available for the purchase of raw materials. 

IMPORTANT TERMS « CONDITIONS OF LOANS : 

til SECURITY : First legal mortgage of all the blujrk assets of the indus 
trial concern. Raw materials, stock-in-process and finished 
goods are excluded from the charge of the Corporation. 

(ti) MARGIN: Generally 50% of the value of total block assets including 

those to be acquired with the loan. 

(lit) INTEREST: The current rate of interest for rupee loans is 71% per 
annum subject to a rebate of i% for punctual payment 
of instalments of principal and interest. 

Interest on foreign currency loans can be ascertained on 
request. , 

The detailed terms and conditions of IFC Irians and other literature about 
its working are available on request from the head office of IFC and all 
its branch offices. 


Head Office : 

Reserve Bank Building, Parliament Street, P.B. No. 363, New Delhi ■ I. 

Branch Offices : 

Liberty Building, 8, Marine Lines, Post Box No. 1045. BOMBAY- I. 

Fit, Mission Row Extension, Third Floor, Post Box No. 2483, CALCUTTA - 1- 
Keshnv Bagh. 38, Whites Road, Royapettah, Post Box No. 661, MADRAS • 14. 

D. K. Madhok K. P. Mathrani 

General Manager Chairman 
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Rupee Payment Arrangements 


An Appraisal 

S K Verghese 


Though the complementarity of the economies oj Eastern Europe and India is obvious, with the Com* 
munist countries fast stepping up their production of capital goods which we need, and still short of consumer 
goods and raw materials which we can supply, the author contends that Indicts trade with these countries is 
not based on comparative advantage. 

The spectacular increase in our trade with East European countries in recent years has been made 
possible by the rupee payment agreements which are at best an artificial devise effected through administra¬ 
tive machinery. 

In this lies danger, for in the event of cancellation or expiry of these arrangements, not only our expanding 
trade with the rupee payment countries may be forced to a grinding halt, it may create difficult problems 
of adjustment for our industries, particularly those developed for new markets. 

The net gains so far, however, have been substantial and it has not been at the cost of exports to 
the free markets. A careful study clearly indicates that the trade diversion argument is untenable. 

About the competitiveness of the imports from these countries in terms of price and quality, it is 
difficult to arrive at a definite finding. This is because most of these imports are capital goods for which 
price comparison is always difficult and differences in delivery terms, after-sales services and complementary 
technical assistance, terms of instalment payment according to delivery and installation, etc, make such com¬ 
parison almost impossible. 

Nor is it possible to say to what extent trade with rupee payment countries helps us in stabilising our ’ 
export trade in traditional markets. No adequate data are available on the subject on the basis of which 
a judgment can be formed. 

While these agreements have enabled substantial expansion of exports and also obtained for the 
country the much-needed imports in exchange, they have not so far succeeded in bringing about any signifi¬ 
cant diversion of our export trade by commodities. 


'J’HE rapid rate of growth of the 
Indian economy, as formulated 
under the Five Year Plans, depends 
a great deal upon heavy imports of 
capital equipment and technical 
’know-how’. The high foreign ex¬ 
change content of the investment 
outlay has created a wide payments 
gap and this has intensified the 
need for increasing exports both 
from the short-term point of view 
of meeting the demand for imports 
and the long-term objective of at¬ 
taining external viability. Experience 
with export promotion policies and 
measures relating to specific com¬ 
modities go to show that though 
they may have helped to create a 
more favourable export climate and 
to remove certain barriers to ex¬ 
ports, they cannot be relied upon as 
the principal remedy for our foreign 
exchange problems, in order to pro¬ 
vide an immediate and more or 
leas a definite relief to our balance 
of payments position, the Govern¬ 
ment tried another weapon in its 
armoury, via bilateral payment 
arrangements. 


Bilateral Payment Arrangements 

Bilateral payment agreements are 
made between two countries by 
which a definite or indefinite mar¬ 
gin of credit is provided in the cur¬ 
rent account balance making it 
possible to adjust current account 
transactions, both commercial and 
non-commercial, between the partn¬ 
ers without the transfer of any 
gold or convertible currency bet¬ 
ween the two parties during the 
period of agreement. They provide 
a general method of financing cur¬ 
rent trade between two countries, 
“giving rise to credits which are 
freely available for use by one 
country in making payments for 
goods and services imported from 
the other”.' 1 These agreements aim 
at achieving balance in the external 
payments of the partners over a 
period of time although an im¬ 
balance may exist at any point of 
time. Provision of credit at official 
level is the underlying principle of 
all payment agreements. It would be 
practically impossible to attain a 
bilateral balancing at all times or 
to settle the deficit by transfer of 


gold or convertible currency as and 
when the deficit appears; such a 
rigid provision in a bilateral agree¬ 
ment would, in fact, defeat the very 
purpose of the agreement itself. 

These arrangements had been tried 
during the immediate post-war years 
by various European countries with 
varying degrees of success. By pro¬ 
viding an alternative to the tradi¬ 
tional liquidity of gold and conver¬ 
tible currency settlements, they did 
help to enlarge intra-European trade 
at a time when there was general 
scarcity of means for effecting 
multilateral payments. But these 
arrangements, in effect, embody the 
principle of buying only from those 
to whom one can sell, and they in¬ 
evitably tend to restrict trade. This 
is, of course, widely recognised, and 
hence the recent trend towards 
greater multilateralism. However, 
bilateral payment arrangements me¬ 
rit attention as a temporary device 
tor dealing with certain immediate 
balance of payments problems. 

In India the effective use of pay¬ 
ment agreement as a weapon for 
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bilateral balancing wag made only 
alter 1958. Prior to 1958, India had 
trade agreements with a number of 
countries and some of them provid¬ 
ed for the settlement of commercial 
as well as non commercial transac¬ 
tions on the current account in 
rupeca. But the balance outstand¬ 
ing in the rupee account was con¬ 
vertible on demand (during the 
currency of the agreement as well 
as at the expiry of the agreement) 
into sterling. Hence these payment 
arrangements were in effect multi¬ 
lateral. The payment arrangements 
made after 1958, however, aimed at 
strict bilateral balancing of current 
account, the settlements being oniy 
in inconvertible rupees. From the. 
working of these agreements, the 
objectives sought to bo achieved ap¬ 
pear to be the following : opening 
up of direct trade contact with East¬ 
ern European countries; procuring 
capital goods and industrial raw 
materials without additional draft 
on foreign exchange resources; sta¬ 
bilising the price of our traditional 
exports; utilising imports for auto¬ 
matic expansion of exports; redu¬ 
cing the dependence upon a few 
traditional export markets and ex¬ 
port commodities for earning u sub¬ 
stantial part of our foreign exchan¬ 
ge; and opening up markets for 
some non-traditional exports. 

At present India has payment 
arrangements with all Communist 
countries except China, and with 
Pakistan and Afghanistan. 5 All the 
agreements hitherto entered into hv 
India can he classified into compre¬ 
hensive and limited payment ar¬ 
rangements. Comprehensive or fully 
balancing arrangements are in force 
between India and the U S S R, 
Hungary. Poland, Yugoslavia, Cze¬ 
choslovakia, Rumania, East Ger¬ 
many, Bulgaria, North Korea and 
North Viet Nam. The arrangements 
with Pakistan and Afghanistan are 
for limited payments. The features 
which distinguish comprehensive 
payment arrangements are, first, 
that trade between India and the 
agreement partners is on the basis 
qf equality and balance as far as 
possible. Second, all payments for 
imports and exports and non-com¬ 
mercial transactions have to he 
made in Indian rupee through the 
central clearing account maintained 
by the central bank of the country 
.eftf^erned, with Reserve Bank of 



India. Third, rupee balances in the 
central clearing accounts are not 
convertible into foreign currency 
during the currency of the agree¬ 
ment; thereafter the balance may In- 
adjusted by the movement of goods 
during a specified period ranging 
from 6 months to one year, failing 
which it would be liquidated in a 
mutually agreed manner. Further, 
comprehensive rupee payment agree¬ 
ments do not have any swing limit 
and the provision of unlimited cre¬ 
dit during the agreement period on 
either side is the distinguishing fea¬ 
ture of fully balancing arrangements. 

Limited Payment Arrangements 

In the case of limited payment 
agreements, only payments in tes- 
pect of specified exports and im¬ 
ports can he made through inconver¬ 
tible rupee accounts. The central 
hank of the country concerned 
maintains a rujtee account with the 
State Rank of India. The inconverti¬ 
ble rupee account of limited pay¬ 
ment arrangements is a self-balan¬ 
cing account with a swing limit. 
The swing limit in respect of Pakis¬ 
tan was fixed at Hs 50 lakhs on 
either side. When the outstanding 
amount in the account exceeds the 
swing limit, the country with the 
deficit will suspend imports tem¬ 
porarily until the other country rei - 
titles the imbalanee hv arranging to 
import more from the agreement 
partner. In this case a cleai limit 
is fixed for the extension of credit 
beyond which the creditor country 
is under no obligation to extend 
overdraft facilities. 

All countries with which India 
has payment arrangements maintain 
a central Heating account with the 
Reserve Rank of India or one or 
more' commercial banks authorised 
to deal in foreign exchange. Pay¬ 
ments for imports into India from 
tile agieement countries are made 
by crediting the invoice value of 
the imports to the account of the 
central bank of the country concern¬ 
ed with the commercial banks in 
India. Likewise, payments for ex¬ 
ports from India to these eontries 
are made by debiting to these ac¬ 
counts the invoice value of the 
goods. Thus hills drawn by an 
exporter in India on Rn importer or 
hank in the agreement country are 
not collected in the traditional way 
of transfer of currency balance in 
a private bank but by crediting to 
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the account of the Reserve. Bank of 
India or alternately by debiting to 
the account of the central bank of 
the agreement partner. 

All the contracts, invoices and 
other documents relating to exports 
and imports under the scheme are 
made out in Indian rupees. Thus 
the scheme has -made a significant 
contribution to invoicing and billing 
of exports and imports in rupees 
which were hitherto done predo¬ 
minantly in sterling. 

All the contracts in respect of 
imports from rupee payment coun¬ 
tries are registered with the Stale 
Trading Corporation (STC). The 
prospective importer intimates his 
requirement to the STC which in 
turn makes enquiries with the vari¬ 
ous agents of the state trading or¬ 
ganisations of the agreement part¬ 
ners in India. The quotations receiv¬ 
ed from these agents are passed on 
to the importer concerned, who if 
satisfied with the terms, would fina¬ 
lise the contract with the state 
trading agreement partners through 
their agents in India. All such cxrn- 
tracts are registered with the STC. 
In the case of imports on behalf 
o>f the Government, the STC does 
not charge any commission from 
actual users while a commission 
is charged from stock and sale im¬ 
porters. 

The practice of registering export 
conttacts, entered into by Indian 
exporters with the agreement part¬ 
ners with the STC was introduced 
recently on the recommendation oi 
the Import and Export Policy Com¬ 
mittee. 1%2. According to the Com¬ 
mittee "... a review of the pattern 
of our export trade with reference 
td the provisions of our trade ag¬ 
reements with thorn, would suggest 
that some of these countries are not 
lifting the quantities prescribed in 
the Agreements . . the situation 

would he remedied if all the con¬ 
tracts with the rupee payment coun¬ 
tries were registered, so that flow ot 
our trade would he adequately stu 
died and if necessary re-arrang¬ 
ed.” 1 

Schedule of Commodiliei* 

Appended to all payment arrange 
merits arv two lists containing ex¬ 
port and import commodities, trade, 
in respect of which the agreement 
partners undertake to promote. How¬ 
ever, all the agreements qontain 
provision to the effect that the agree- 
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ment partners undertake ho respon¬ 
sibility for the actuai export- or im¬ 
port of these items or their trade 
in specified quantities. On the other 
hand, these lists cannot be consi¬ 
dered as just formal listing of com¬ 
modities available for export and 
import. 

In actual practice, these sche¬ 
dules are more than a “talking 
point” insofar as they provide a 
mutually acceptable basis for per¬ 
suading the agreement partners in 
rectifying the lag in the actual ex¬ 
ports or imports. The trade between 
the agreement partners takes place 
withiln the framework of the trade 
and foreign exchange regulations 
prevailing in the respective coun¬ 
tries. In this connection, it may be 
recalled that all the agreements con¬ 
tain special provisions of safeguard 
that the payment agreements do no', 
stand in the way of any commit¬ 
ments already made or likely to be 
made by the agreement partners to 
any currency or regional economic 
groupings. Most of the rupee pay¬ 
ment agreements also contain clau¬ 
ses for the provision of technical 
assistance for India and the deve¬ 
lopment of shipping in a mutually 
advantageous manner. 

The table gives a summary of 
India's trade with hast European 
countries during the period 1954- 
91-62. 

There has been a significant ex¬ 
pansion in the trade between India 
and East European countries during 
the period under consideration, im¬ 
ports increased from Rs 570 lakhs 
in 1954 to Rs 8079 lakhs in 1961- 
62 and exports registered a rise 
from Rs 512 lakhs to Rs 6370 lakht, 
over the same period. The indices 
of imports and exports rose to 1418 
and 1244 respectively over the 
period 1954-61-62 compared to the 
base year 1954, indicating an an¬ 
nual average rate of growth of 46 
per cent and 43 per cent respective¬ 
ly. The rate of growth had been 
more marked in 1956 with indices 
of imports and exports registering 
318 and 403 respectively with 1955 
as the base year. This is significant 
because the rapid expansion of 
India’s trade with East European 
countries commenced actually much 
before the conclusion of inconver¬ 
tible rupee payment arrangements as 
an effective weapon of our trade 
polity. The Moving index also 


v 

shows that the rate of growth in sub¬ 
sequent years, particularly of ex¬ 
ports, had been much slower than 
the corresponding rate in 1956. The 
share of East European countries in 
our total imports rose from 0.9 per 
cent in 1954 to 8 per cent in 1961 - 
62 and the share of exports rose 
from 0.9 per cent in 1954 to 9 per 
cent in 1961-62, 

Imports from these countries con¬ 
sist mainly of industrial raw mate¬ 
rials such as caustic soda, soda ash, 
raw silk, rock phosphate, nitrate of 
soda, ammonium sulphate, sodium 
nitrate, heavy chemicals, non-ferrous 
metals and capital equipment such 
as transport equipment, paper and 
paper manufactures etc. 


During the period 1958-1962 capi¬ 
tal equipment and industrial raw 
materials constituted over 90 par 
cent of our total imports from East 
European Countries. Our exports to 
these countries consist mainly of tra¬ 
ditional items such as tea, raw hides 
and skins, jute manufactures, iron 
ore and metal scrap, spices, cashew 
nuts, kernels, mica, footwear, vege¬ 
table oils, manganese ore etc. Ex* 
ports of tea, jute manufactures, 
hides and skins, mica and footwear 
registered spectacular increase dur¬ 
ing the period 1954-62. 

India's Cain Substantial 
Now the pertinent question that 
arises is: to what extent have the 
objectives of rupee payment agree- 


India’s Trade with East European Countries, 1954 to 1961-62 


(Figures in Rs Lakhs) 
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1954 











Imports 


-• 

133 

9 

260 

20 

113 

16 

19 

570(100) 

Exports 



208 

20 

27 

3 

251 

1 

2 

512(100) 

Balance 

1955 

of Trade 


+ 75 

+ 11 

-233 

-17 

+ 138 

-15 

-17 

-58 

Imports 


4 

202 

26 

205 

35 

304 

28 

34 

838(147) 

Exports 


2 

114 

5 

44 

2 

248 

17 

4 

436(85) 

Balance 

1956 

of trade 

-2 

-88 

-21 

-161 

-31! 

-56 

-11 

-30 

-402 

lmpoits 


23 

628 

78 

217 

2,*5 

1491 

177 

28 

2665(318) 

Exports 


6 

291 

51 

103 

8 

1250 

24 

26 

1759(403) 

B«lancc 

1957 

of Trade 

-17 

-337 

-27 

-114 

-15 

-241 

153 

-2 

-906 

Imports 


13 

615 

77 

488 

52 

2268 

243 

71 

3827(144) 

Exports 


o 

378 

.30 

115 

52 

1753 

79 

135 

2544(145) 

Balance 

1958 

of Trade 

ii 

-237 

-47 

-373 

Nil 

-515 

-164 

+64 

-283 

Imports 


7 

649 

62 

226 

40 

2172 

225 

109 

3489(91) 

Exports 


7 

394 

61 

92 

52 

2332 

99 

74 

3111(122) 

Balance 

1959 

of Trade 

Nil 

-255 

-1 

-134 

+ 12 

+ 161 

-126 

-35 

-378 

Imports 


25 

374 

242 

414 

151 

1789 

287 

321 

3603(97) 

Exports 


24 

417 

74 

359 

201 

3005 

175 

250 

4505(145) 

Balance 

1960 

of Trade 

-1 

+ 43 

-168 

-55 

+50 

+ 1216 

-112 

-71 

+902 

Imports 


37 

715 

197 

299 

382 

1327 

440 

263 

3660(108) 

Exports 


15 

600 

112 

335 

144 

'2994 

339 

397 

4936 

Balance 

1961-62 

of Trade 

-22 

-115 

-85 

+36 

-238 

+ 1667 

-101 

+ 134 

+ 1276 

(Apr '61-Mar 62) 










Imports 


96 

1420 

560 

831 

383 

3532 

699 

558 

8079(228) 

Exports 


88 

810 

485 

457 

261 

3207 

615 

447 

6370(129) 

Balance of Trade 

-8 

-610 

-75 

-374 

-122 

-325 

-84 

-111 

-1709 

1962 











(Apr-Sep 62) 










Imports 


111 

909 

167 

325 

127 

2409 

380 

297 

4725(117)* 

Exports 


78 

446 

333 

553 

188 

1892 

519 

425 

4434(136)* 

Balance 

of Trade 

-33 

-463+166 

+ 228 

+61 

-517 

+ 139 

+ 128 

-291 


Note : Figures in brackets indicate the indices calculated with preceding year 
as the. base year. 

* Data for six months doubled for calculating the index. 

Source: Foreign Trade Statistic: (for the relevant years), Ministry of Commerce 
and Industry. 
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f menu been fulfilled or are likely t j 
: be fulfilled in future? An objective 

appraisal of the imports under tine 
scncme leads to lire conclusion that 
rupee payment scheme has helped 
India in obtaining certain capital 
goods and industrial law materials 
without strain on her scarce foreign 
exchange resource*. Since these capi¬ 
tal imports are paid for by exports, 
it can he said to he financed by 
domestic resources. 


The Ministry of International Trade, 
however, maintain that exports 
to rupee payment countries 
have not been at the cost of exports 
to other markets and insofar as 
these exports pay for the needed 
imports, this arrangement does 
earn foreign exchange for the coun¬ 
try. " A careful study of the foreign 
demand for India’s traditional 
exports,’ which form the bulk oi 
our exports to East European coun- 


Greater imports under the incon¬ 
vertible rupee payment scheme pro¬ 
vide an automatic device for ex 
pansion of exports. Thus, the expan¬ 
sion of trade witnessed in recent 
years with East European countries 
is by and large attributable to the 
payment arrangements. However, 
the full extent of the expansion h> 
not due to payment agreements, as 
India also, in the natural course of 
events, would have had a share 
in the general growth in the foreign 
trade of East European countries, 
(t may be recalled that the aver¬ 
age rate of growth of develop¬ 
ment in these countries during the 
postwar period had been 10 per cent 
as against an annual average of 4 
per cent in othei developed coun¬ 
tries. An important feature of the 
development of the East European 
countries has been the high rate of 
increase of industrial production 
viz, 13 per cent annually, and the 
main expansion has been in capital 
goods. The process of economic 
growth was accompanied by a re¬ 
markable growth in foreign trade 
also. Between 1950-1959 the foreign 
trade of East European countries 
increased by 81 per rent as against 
an increase in world trade by 78 
per cent. 11 Thus even without rupee 
payment arrangements a certain deg¬ 
ree of expansion ill our trade with 
East European countries would have 
taken place although the present 
high level would not have been 
possible without the non-conver¬ 
tible rupee payment scheme. 

The Federation of Indian Cham¬ 
bers of Commerce and Industry 
pointed out that "... these agree¬ 
ments have not been instrumental 
in giving either a boost to exports 
or in saving foreign exchange ... 
while the imports from these coun¬ 
tries serve to avoid expenditure on 
foreign exchange, exports to these 
countries will mean no addition to 
0«r foreign exchange earnings.” 5 


tries, as well as the domestic con¬ 
sumption figures, particularly when 
viewed in the context of the official 
policy for promoting exports even 
at the cost of domestic markets, 
ciearly indicates that the trade 
diversion argument is untenable. 
India might not have been able 
lo increase her exports of tradi¬ 
tional items to traditional markets 
without lowering the prices. 

Not Based on Comparative 
Advantage 

If we agree to the view that 
rupee payment arrangements have 
led to an expansion of our exports 
to East European countries, logi¬ 
cally we are also forced to concede 
the unpleasant truth that the agree¬ 
ment, which is at best an artificial 
financial device effected through 
administiative machinery, in the 
event of cancellation or expiry, 
may not only lead to a grinding 
halt to our trade expansion but 
even a return to the initial low- 
level of trade, Such an eventuality 
may create problems of adjustment 
to our industries, particularly those 
developed for new markets. We 
must keep this aspect of the pro¬ 
blem in view when we argue for in¬ 
serting clauses in our rupee payment 
agreements requiring these coun¬ 
tries to buy a major part of our 
non-traditional products. Although 
bilateral payment arrangements pro¬ 
vide certainty of sources of sup¬ 
ply of raw mateiiais and con¬ 
sumer goods for our agreement 
partners as well as stable markets 
for their capital goods, we cannot 
overlook the fact that the underly¬ 
ing factor for increased trade with 
underdeveloped countries is mainly 
political in nature. The traditional 
principle of comparative advant¬ 
age does not play a significant 
part in the pattern of trade of these 
countries. 

Maximum advantage from ru¬ 
pee payment arrangement can be 
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derived if the facilities are utilised 
for import of essential capital goods. 
There should be no relaxation of 
import restrictions merely because 
gold and convertible currency sett¬ 
lements are not necessary for such 
imports. 

Price Comparison Difficult 

Another key factor in deciding 
the advantage of rupee payment 
arrangement, of which unfortunate¬ 
ly very little is known at present, 
is the price and quality competi¬ 
tiveness of the goods transacted 
under the scheme. Most of the 
goods imported under rupee pay¬ 
ment scheme are capital goods and 
the competitiveness of such imports 
in terms of price and quality with 
similar imports from other coun¬ 
tries is difficult to work out. 
Such comparison is made all the 
more difficult by the differences in 
delivery terms, provision for after¬ 
sale services, provision of comple¬ 
mentary technical assistance, in¬ 
stalment basis of the delivery and 
installation of the equipment etc. 
It is possible that we may he able 
to buy more cheaply if imports are 
financed by freely convertible ex¬ 
change. If. on the other hand, im¬ 
ports are financed by extended 
credit, to be liquidated over time 
by export of goods for which a de¬ 
mand may or may not exist in the 
markets of our creditors, compro¬ 
mise may have to be made in the 
price and quality of goods imported. 
However, greater care can be taken 
to avoid the double loss, viz higher 
prices for imports and lower pri¬ 
ces for exports. The success of 
our trade negotiations depends on 
the extent to which this double 
loss margin is narrowed. 

In this respect it has been pointed 
out that as most of the imports are 
contracted by private traders 
through the S T C, they can be ex¬ 
pected to take care of their own in¬ 
terests, This argument does not 
seem to have much validity when 
we remember that in actual practice 
for most of the importers the choice 
is not between the capital goods 
from different countries but be¬ 
tween imports from rupee pay¬ 
ment countries or no imports at 
all. In such a case the question of 
a comparison between prices and 
quality from different countries does 
not arise, tn their anxiety to get 
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import licences, the importers may 
overlook the price and quality 
disadvantage. It has been observed 
that "the Government’s own ex¬ 
periences in this field eg., in pur¬ 
chasing equipment for the Bhilai 
Steel Plant and for oil exploration 
from the USSR and ships from 
Yugoslavia has been uniformly 
satisfactory."* From these isolated 
cases it is not possible to conclude 
that the price and quality of goods 
transacted under rupee payment 
scheme compares favourably with 
similar goods from other countries. 


Stabilising Export Prices 

It has been contended that trade 
with rupee payment countries help¬ 
ed India in stabilising her export 
prices in traditional markets.” Two 
cases cited in this respect are tea 
and cashew kernels. There may be 
some instances where temporary 
fillip might have been given by the 
entry of East European countries 
in the market. However, any 
precise correlation between rupee 
payment agreement and price 
increase of traditional items is 
difficult to work out. 


Rupee payment arrangements have 
so far failed to bring about any 
significant commodity-wise diversi 
fication of our export trade. The 
bulk of our exports to rupee pay¬ 
ment countries consist of traditio¬ 
nal items of export trade. One of the 
disadvantages of rupee payment 
arrangement is the possible adverse 
reaction which it might create in 
our traditional trading partners. In 
this respect special care should be 
taken to see that the supply to 
these markets is kept steady. It 
has been alleged that some of the 
East European countries re-export 
goods bought under the rupee 
payment scheme at lower prices to 
the embarrassment of Indian ex¬ 
porters. As a precaution against 
re-exports, there is already a pro¬ 
vision in all payment agreements 
that the goods exported under the 
scheme would not he re-exported. 
The Government of India may im¬ 
press upon the agreement partners 
the necessity for implementing this 
clause of the agreement. Our trade 
missions abroad may also be asked 
to keep a check upon the goods 
imported from India by these coun¬ 
tries so that they may not be re¬ 
exported to third markets. 







Limited Ag reem ents a Success 

The rupee payment agreements 
with Egypt and Burma helped the 
Government in securing rice and 
raw cotton at a time when they 
were in short supply. The Indo- 
Pakistan payment agreement was 
entered into when the trade be¬ 
tween the two countries was at a 
very low level, The scheme was 
intended to help smoother the flow 
of trade between the two countries 
in the fare of foreign exchange 
difficulties. Another beneficial 
effect of the scheme was that it 
restored the confidence of the 
traders in the intention of both 
governments to promote trade be¬ 
tween the two countries. The 
Indo-Afghan payment agree.ment 
obviated the risk in the trade aris¬ 
ing from the fluctuating value of 
Afghanis and promoted the export 
of textiles from India and the im¬ 
port of dried fruits into India. 

Unlike in some western countries 
where the governments were under 
pressure from their business com¬ 
munity to negotiate payment agree¬ 
ments for trade expansion with 
communist countries, in India, 
the business community viewed 
with distrust the payment agree¬ 
ments. The business community 
of India interpreted the payment 
arrangements as an important 
instrument for the S T C to extend 
its trading activities. However, as 
the private traders are getting 
more and more associated with the 
trade with payment agreement 
countries and with the greater diffi¬ 
culty experienced by them in ob¬ 
taining capital equipment from r 

other sources, they are veering 
round to recognise some of the s 

immediate advantages offered by 
payment agreements. This change 
in attitude is evidenced by the 0 

following observation by a leading 
member of the Federation of Indian T 

Chambers of Commerce and Indus¬ 
try. According to him “ ,.. the 
increase in trade is welcome to the « 

extent to which it offsets the de¬ 
cline. in trade with Western Europe. 

It will not mean any increase in 
the part played by the ST C. We " 

are exporting directly and also 
importing our requirements from 
these countries without the STC 
coming in anywhere .” 10 

Inconvertible rupee payment ■<■ 

arrangements have been an im¬ 


portant instrument in bringing 
about, at least in the short run, ex¬ 
pansion of trade in non-traditional 
markets. They have not helped^ 
much in diversifying our trade on 
a commondity-wise basis. But they 
have provided an immediate alter¬ 
native to international liquidity 
without any gold or convertible 
currency settlements. However, to 
the extent to which the underlying 
motivation for trade is not purely 
economic alone, an eventuality 
that trade may come to a halt with 
the same speed with which it ex¬ 
panded must be faced. That does 
not preclude the fact that if pro¬ 
perly handled, rupee payment 
scheme can be an effective short¬ 
term expediency to bypass the 
traditional payment pattern and 
instrumentalities of trade. 

Notes 

Mikesoll, Raymond, “Foreign Ex¬ 
change in the Postwar World” (New 
York, 1954) 84. 

India had a rupee payment agree¬ 
ment with China but it had been 
allowed to lapse in 1959. With the 
expiry of the bilateral payment ar¬ 
rangements with the UAR in 1961, 
payments between India and the 
UAR were placed on a convertible 
currency basis with the exception of 
import of rice and export of tea, 
jute manufactures and certain non- 
traditional goods under the limited 
payment arrangement with the MISR 
Foreign Trade Company of Cairo. 
The trade agreement with Burma, to 
which there was a payment protocol, 
expired on 4 September 1961 and 
has not been renewed. 

Government of India, Ministry of 
Commerce and Industry, “Report of 
the Import and Export Policy Com¬ 
mittee" (Delhi, 1962) 43. 

United Nations, World Economic 
Survey 1960 and 1961 (New York). 
FICCI, “Memorandum Submitted to 
the Import and Export Policy Com 
mittee” 1961 (New Delhi, 1961) 15. 

“Rupee Payment Agreements —- A 
Balance sheet", The Economic Week¬ 
ly, October 28, 1961, 1959. 

See S J Patel, “Export Prospects and 
Economic Growth", The Economvc 
Journal, September, 1959, 497. 

“Rupee Payment Agreements — A 
Balance Sheet" The Economic Week¬ 
ly. See also The Estimate Commit¬ 
tee’s Report 1958-9, 913. 

“Rupee Payment Agreements — A 
Balance Sheet" The Economic Week¬ 
ly. Also see Surendra Dave, “India’s 
Trade Relation with East European 
Countries, 1952-53, A Study in Bila¬ 
teralism”. Indian Economic Journal 
(Bombay) July 1961 , 63. 

As reported in The Economic Time:, 
September H, 1962, 6, 
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No Plan for Cotton Textiles Exports 

(Contributed) 

No industry likes to be jorced tu export and cotton mills are no exception, nor has any compulsory 
export scheme succeeded. 

It is no secret that the ftowerjul millowners are trying to whittle down the 12| per cent quota of 
exports which they are believed tu have accepted voluntarily only a year ago ! 

Hut is that any reason why the country should resign itself to the present scale of exports of 500 
million yards as the maximum ever attainable? Before giving up, would it not be more rational to assess the 
situation properly and at least try out a properly drawn up export plan for cotton textiles? 


So far, believe it or not, th 

based on n scientific assessment o 

tempt been made to gear domestic 

at a Unit' when the country’s need 
(or earning foreign exchange is 
so acute, the declining trend in 
cloth exports is most unfortunate, 
and it is all the more disappointing 
when viewed against the background 
of various incentives allowed since 
October 1958 under the export pro¬ 
motion scheme and the introduction 
of the compulsory scheme of exports 
from 1st July 1962. Indeed, the 
export performance is bad enough 
to discredit all the agencies con¬ 
cerned with the task of export pro¬ 
motion. Factors contributing to 
the declining trend in exports of 
cotton textiles are many; some re¬ 
late to the steady increase in inter¬ 
national competition while others, 
and they are more fundamental, 
concern the inherent weaknesses in 
the Indian Cotton mill industry. 

It is true that the volume of cot¬ 
ton textiles entering the internatio¬ 
nal trade has not kept puce with 
the increase in world production 
and consumption. This is because 
quite a number of countries which 
had long been importers of textiles 
have set up their own textile mills 
and some of them have even started 
exporting their goods in a big way. 
And more recently, Communist 
countries, which often market their 
goods without serious consideration 
for costs and prices it is not 
easily possible to assess their costs 
-• have begun to figure prominently 
in world markets. Resides, there 
has also come about in recent years 
a considerable change in the dress¬ 
ing habits of the people with a 
marked preference for finer varie¬ 
ties and non-cotton fabrics. 

If a country’s exports suffer be¬ 
cause of the shrinkage in the volu¬ 
me of world trade it is a different 
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e country has never had anything like 
I the existing and potential needs of 
production to the ascertained needs 

matter but it is a matter for serious 
concern when the country is unable 
to hold its own because of competi¬ 
tion, when the world market is 
expanding, no matter how slowlv. 
It is significant that while exports 
of Indian cotton textiles suffered a 
heavy decline -- nearly 300 million 
yards between 1959 and 1962. 
Japanese exports recorded an in¬ 
crease of about 133 million yards 
from 1267.25 million yards to 
1399.82 million yards, India was 
unable to benefit from the marked 
increase in live off-take of cotton 
textiles by the industrialised coun¬ 
tries of Western Europe and North 
America during 1958 and 1960. 
The changes in the complexion of 
international trade alone cannot 
explain the declining trend in India’s 
cloth exports. Far more significant 
than increasing world competition 
is the Indian industry’s failure to 
move with the changirfg times, 
which, it must be conceded, is in no 
small measure due to lack of initi¬ 
ative and foresight on the part of 
management. 

“Export or perish’’ is more than 
a mere slogan for the country 
which has already accumulated a 
huge foreign debt and needs large 
foreign aid for its further economic 
development. But even though cot¬ 
ton textiles still rank third among 
the country’s foreign exchange ear¬ 
ners, exports do not really matter 
for the industry. With an over¬ 
whelming proportion of its produc¬ 
tion varying between 85 and 90 per 
cent readily absorbed in the dom¬ 
estic market, the industry has sel¬ 
dom felt a real need to give serious 
thought to the question of exports. 

It is only the present foreign ex¬ 
change crisis which has produced 


an export plan for cotton textiles 
different markets. Nor has any at- 
of export markets. 

a sense of awareness of the need to 
promote exports. 

Production and Export Pattern Static 

Year after year, the point is 
made about the change in consu¬ 
me! preferences here and abroad 
and about its impact ort exports. 
And yet, neither the pattern of pro¬ 
duction nor that ol exports has 
undergone any significant change 
over the years. Finer varieties con¬ 
stitute hardly 10 per cent of the 
total mill cloth output and anything 
between 5 and 9 per cent of the total 
exports. It is true that there has 
been no significant increase in the 
production of improved varieties of 
cotton despite various efforts made 
in that direction in recent years. 
But strange as it might appear, mill 
output of finer varieties of cloth 
does not seem to bear any close 
relationship to the availability of 
superior long staple cotton, both 
indigenous and imported. Superior 
long staple cotton consumed by 
mills as a percentage of total con¬ 
sumption of cotton amounted to 20.8 
per cent in 1959-60, 21.6 per cent 

Fine and Super-fine Cloth 

(Million yards ) 


Mill Production Exports 


1959 543 44.13 

1960 530 33.78 

1961 435 39.62 

1962 491 43.72 


Zone-wise Exports of Cotton Piece- 
goods from India 

(Million yards ) 



1959 

1960 

1961 

1962 

Asia 

212 

171 

156 

115 

Africa 

298 

183 

185 

143 

Europe 

181 

218 

161 

152 

America 

59 

58 

30 

54 

Oceana 

65 

66 

41 

43 

Unspecified 

_ 


1 

1 

Total 

815 

695 

574 

508 
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in 1960 ; 61 and 18.S per cent in 
1961 -62 — cotton years ending with 
August. As against this, the respec¬ 
tive figures of fine and superfine 
doth a* a percentage of total mill 
cloth output were only 13.6, 8.4 
and 9.8. This tends to support the 
popular belief that increasing sup¬ 
plies of superior cotton yarn have 
hern absorbed mainly by the de¬ 
centralised sector, presumably by 
the powerlooms which have been a 
source of constant irritation to the 
mills. It is presumably because of 
the stiff competition from the. power- 
looms that the mills have continued 
to restrict their cloth output. 

The mill industry had once 
strongly protested that its share of 
5,800 million yards out of the Third 
Plan 'argot of 9,300 million had 
heen fixed on the rather low side. 
But its average monthly output in 
1962, around 416 million yards, is 
even below the past ten years’ 
monthly average of 419.7 million 
vards. And in spite of the. abun¬ 
dant supply of cotton, cloth output 
in the current year is running be¬ 
low the 1962 level, the monthly 
average for January-May 1963 be¬ 
ing just 399 million yards. Intrigu¬ 
ing. isn’t it? 

To rome back to the story of ex¬ 
ports, over 30 per cent of India’s 
exports arc in the average counts 
below 17s (coarse) and another 50 
per cent between 17s and 25s. 

I lower medium). Coarse and 
medium varieties account for any¬ 
thing between 91 and 95 per cent 
of the total exports. And about 95 
to 97 per cent of the country's ex¬ 
ports are in grey condition. The 
industry had no difficulty in export¬ 
ing coarse and medium cloth so 
long as it enjoyed the advantage of 
cheap cotton and low wage costs. 
Rut these advantages have long 
since been lost. India continues to 
be the largest producer of short 
staple cotton used for coarse and 
medium cloth but its cotton is no 
longer cheap. Cotton prices have 
been moving up-year after year 
because production has miserably 
failed to catch up with the indus¬ 
try’s growing needs. The average 
annual consumption of Indian and 
foreign cotton by the industry in 
the period 1956-62 was 5.24 milli¬ 
on bales. The average annual pro¬ 
duction of Indian eotton during this 
period was 4.70 million bales of 
which 300,000 bales were exported 


and another 100,000 bales went in¬ 
to ex-factory consumption. To make 
good the shortfall in indigenous 
supplies, the country has had to im¬ 
port large quantities of cotton — 
nearly 3.6 million bales in the past 
four* years — with the result that 
the bulk of foreign exchange earned 
by exporting cloth has been spent 
on raw cotton imports and the net 
earnings are too small to substan¬ 
tiate the industry’s claim to the 
country's third biggest foreign ex¬ 
change earned after jute and tea. 
In fact, the industry is a net spen¬ 
der of foreign exchange if account 
is also taken of the import of dyes 
and chemicals and machinery. 

Neither does the industry enjoy 
any more the benefit of cheap 
labour. Although expenditure per 
worker in India is lower than in 
many other countries, the wage cost 
works out considerably higher when 
necessary consideration is given to 
the productivity of the workers and 
quality differentials. The main 
reason for the low productivity of 
the Indian worker is that most of 
the equipment in India is old and 
inefficient. Besides, the industry is 
said to be carrying a labour force 
which is 30 to 50 per cent larger 
than needed even with the techno¬ 
logy at present employed. About 
a third of the industry’s 13.8 milli¬ 
on spindles are more than 40 years 
old and hardly 9 per cent of its 
200.000 looms are automatic as 
against 60 per cent in Pakistan, 70 


per cent in Hong Kong and 100 per' 
cent in the U S A. 

Need for Modernisation 

The need for rapid modernisation 
and rehabilitation of the industry 
has been emphasised by a number 
of expert committees. The Work¬ 
ing Group of the N 1 D C, 1960, 
assessed the total rehabilitation re¬ 
quirements of the cotton mill indus¬ 
try at Rs 8,000 million of which a 
minimum of Rs 1,800 million were 
said to be required to he spent dur¬ 
ing the Third Plan period. In addi¬ 
tion to this, the Plan has provided 
for an addition of 4 million spindles 
and 25,000 new automatic looms, 
raising the total investment for re¬ 
habilitation and new capacity to Rs 
4,100 million without taking into 
account the rise in machinery prices. 
Investment of this order is consi¬ 
dered to he beyond the capacity of 
the industry on the basis of its cur¬ 
rent rate of earnings. Notwithstand¬ 
ing the progress made in the manu¬ 
facture of textile machinery in the 
country, indigenous production con¬ 
tinues to be far short of the indus¬ 
try's requirements. The total pro¬ 
duction of textile machinery during 
the Third Plan is estimated around 
Rs 1,290 million whereas the total 
requirements for the Plan period 
are estimated at over Rs 3.000 
million. The country will there¬ 
fore need to spend fairly large 
amounts on imported machinery to 
meet the minimum modernisation 
and rehabilitation requirements of 


Exports of Mill-Made Cotton Piecegoods: By Process 

(Million yards) 


Year 

Grey 

White 

Primed 

19,37 

477.03 

181.00 

27.70 

19.58 

332.22 

115.00 

18.18 

1950 

501.04 

150.31 

31.65 

I960 

430 38 

126,37 

25.25 

1931 

329.13 

110.04 

35.60 

1932 

297.78 

87.56 

33.10 


Piece-dyed Yam-dyed Others Grand 

Total 


85.76 

67.52 

4.90 

843,91 

72,30 

43.74 

5.78 

587.22 

82.30 

44.77 

4.53 

814.60 

73.17 

30.38 

3.28 

604,83 

78.78 

19.27 

1.48 

574.30 

64.81 

23.17 

1.94 

508.36 


Exports of Mill-Made Cotton Pieregoods: By Category 

(Million yards) 


Coarse Medium Fine Superfine 




X of 


X of 


% of 


% of 

Year 

Quantity 

total 

Quantity 

total 

Quantity 

total 

Quantity 

total 

1939 

263.76 

32.4 

506.71 

62.2 

7.73 

0.9 

36.40 

4.5 

1960 

203.24 

29.3 

457.81 

65.9 

6.44 

0.9 

27.34 

8.9 

1961 

181.48 

31.6 

353.20 

61.5 

5.74 

1.0 

33.88 

5.9 

1962 

107.20 

82.9 

297.44 

58.5 

3.97 

0.8 

39.75 

7.8 

(Notes : 


Coarse : Average count of yam below 17s 
Medium : Average count of yam 17s to below 35s 
Fine : Average count of yam 35s to below 48* 
Superfine ; Average count of yam 48e and above 
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af'- the industry without which it ran- 
v!r not hope to compete in international 
j t markets. Besides, the manufacturers 
of indigenous machinery will have 
to intensify their research activity 
to ensure that their new machines 
do not get out of date soon. 

Since the industry has lost the 
advantages of cheap cotton and 
cheap labour and its equipment is 
old and inefficient, it is scarcely 
surprising that India should conti¬ 
nue to lose gradually its hold on 
world markets. Competition has 
already forced India to sell its cot¬ 
ton textiles at progressively lower 
prices not only in the non-traditio- 
nal markets but also in the U K. 
Indian cloth has been priced out of 
world markets and exports are now 
possible largely because of the 
various export promotion measures. 
While modernisation and rehabili¬ 
tation of the industry alone can 
strengthen its competitive position 
through more efficient production, 
the country con ill-afford to wait 
until the implementation of the 
modernisation programme involv¬ 
ing a huge capital outlay including 
large expenditure of foreign ex¬ 
change. 


Sharp Setback 

The sharp setback in exports over 
the past three years is a sad com¬ 
mentary on the efforts made by the 
industry or the Cotton Textile Ex¬ 
port Promotion Council to promote 
cloth exports. The industry might 
say that the obligatory scheme of 
exports under which each mill is 
required to export its cloth and 
yarn production equivalent to 12j 
per cent and 3 per cent respectively 
of its annual value is a clear proof 
of its earnest desire to earn the 
much needed foreign exchange for 
the country. But the scheme can¬ 
not he said to have yielded any 
worthwhile results, which, however, 
is not the least surprising. Nearly 
45 per cent of the mills in the 
country are known never to have 
participated in the export trade and 
many of them have been finding it 
hard to compete successfully even 
in the vast, protected domestic mar¬ 
ket. The compulsory scheme has 
benefited only a few mills which 
had already been doing well on the 
export front and that was perhaps 
about all that was expected from 
the scheme. 


t it s' eco wolfs c ' 


The plain truth is that so far the 
country has never had anything 
like an export plan for cotton tex 
tiles based on a thorough assessment 
of the existing and potential needs 
of different markets which calls for 
expert market research. Since the 
country can sell only what the buy¬ 
ers need, production hag got to be 
geared to the needs of export mar¬ 
kets. All this is very clmentary and 
yet surprisingly enough no serious 
effort seems to have been made in 
that direction, ff the country can¬ 
not produce what the foreign buyers 
require it is a different matter and 


there is very little that can be done 
in that case. But if h is merely a 
question of making Indian fabrics 
competitive then it should not he 
difficult to devise measures to com¬ 
pensate for the loss on exports. If 
the international situation is such 
that exports of Indian textiles can 
not be increased appreciably then 
the Government should seriously 
consider restricting imports of cot¬ 
ton in order to save foreign exchan¬ 
ge, The use of finer fabrics made 
from imported cotton is a luxury 
which the country cannot afford 
at this juncture. 



n towards progress ... 


India Steamship Co.. Ltd., has 
a steady record of progress... 
Since Independence, its ton¬ 
nage has increased from about 
85,000 D.W. tons to over 
200,000 D.W. tons—more ton¬ 
nage being still on order. 

Its services are alto extending 
to various trade routes. After 
Initial consolidation in the 
India-U.K.-Continent trade— 
the Company entered the 
Indo-Soviet service to the 
Russian Black Sea ports in 


1956 and later to Rumanian 
ports. In 1959 the Company 
forged (till another link in the 
overseas with South America, 
and in 1960 it extended its 
service to Poland. 

Their experience and reputa¬ 
tion for fast, efficient arid 
dependable service built on the 
personal care given by ibeir 
experienced officers and crew 
to the cargo entrusted to them 
have canted them the goodwill 
of their customers. ? 


•V INDIA STEAMSHIP COMPANY 

junrno rox rrs cargo care, efficiency, dependasiutv. 

«IO AND MODERN SHIPS SUILT TO SUIT THE NESDS Of THE TRAM 

* 

*1™ ***DIA STEAMSHIP COMPANY, 
rou WIU. ALSO HELP TO CONSERVE PORBION 
EXCHANGE FOR INDIA 
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Company Meeting 


The Oriental Fire & General Insurance Co Ltd 

Speech of the Chairman Shri B K Kaul 


^HE following is the text of the 
speech delivered by the Chair¬ 
man, Shri B K Kaul, 1 C S, at the 
Fifteenth Annual General Meeting 
of the Shareholders on Wednesday, 
the 17th July, 1963. 

The Report, Accounts and Balance 
Sheet for the. year ended 31st 
December 1962 are already in your 
hands and, with your approval, I 
propose to take them as read. Be¬ 
fore we proceed to consider these 
for adoption, I would like to review 
some of the points which had a 
bearing on your Company’s working 
during the year. 

The year 1962 witnessed an un¬ 
provoked and treacherous attack on 
India’s northern borders by the for¬ 
ces of the Chinese People’s Repub¬ 
lic. The Government of India dec¬ 
lared a state of emergency in the 
country and initiated steps to pre¬ 
pare the nation for the defence of 
the country and for the shift in the 
country's economy to cater to the 
defence needs on a priority basis. 
On the insurance front, the emer¬ 
gency resulted in the Parliament 
passing the Emergency Risks 
(Goods) Insurance Act, 1962, and 
the Emergency Risks (Factories) 
Insurance Act, 1962. On 26th 
December 1962, your Company was 
appointed by Government as its 
sole Agent in connection with the 
Schemes which were framed under 
these Acts and which came into 
force from 1st January 1963. As a 
result, the Company had to make 
arrangements throughout India at 
an extremely short notice for ac¬ 
cepting applications and dealing 
with queries from the public in 
connection with the Emergency 
Risks Insurance Schemes. A very 
considerable amount of detailed 
work had to be done within a few 
days in setting up procedures and 
making arrangements at as many as 
163 centres all over India and in 
preparing material for the purpose 
of explaining the Schemes to the 
public and answering their queries. 

I am glad to report that with the 
Unstinted efforts put in by the offi¬ 
cers and the staff of the Company, 


we were able to complete the neces¬ 
sary arrangements in time. During 
the first two quarters of 1963, the 
Company received over 2,50,000 ap¬ 
plications under these Schemes and 
dealt with innumerable inquiries 
from the public and with volumin¬ 
ous correspondence relating to the 
Schemes. 

I may mention here that this 
work is being done by the Company 
entirely on a non-profit basis. I am 
sure that Members will derive a 
feeling of satisfaction from our 
having been able to contribute in 
this manner to the defence effort 
and the requirements of the Emer¬ 
gency. 

On the international scene, the 
recent years have witnessed the 
granting of independence to gome of 
the territories in which your Com¬ 
pany operates. Tanganyika and 
Uganda became independent on 6th 
December 1961 and 9th October 
1962 respectively. As you will be 
aware, Kenya will be attaining in¬ 
dependence in December next. We 
join in welcoming these countries to 
the comity of free nations. 

I atn also glad to note that the 
agreement to launch the Federation 
of Malaysia covering Singapore, 
Malaya, North Borneo and Sarawak 
has been reached very recently. I 
have every hope that the Federation 
will bring increased strength and 
prosperity to the people of these 
territories and in turn will provide 
further scope for insurance. 

Amalgamations 

Coming now more particularly to 
ourselves, the year 1962 may be 
termed our real first full year of 
working as an integrated entity after 
the passing of the Bombay High 
Court Orders in December 1961 
regarding amalgamation of the 
National Fire & General Insurance 
Co Ltd, and the Asiatic Government 
Security Fire & General Assurance 
Co Ltd, with your Company. 

The process of amalgamation was 
completed very smoothly both in 
India and abroad. We are function¬ 
ing in India through a set-up of five 
Regional Offices at Bombay, Calcutta, 


Delhi, Kanpur and Madras which 
control, in turn, Divisional, Branch, 
Sub-branch and Inspectorate offices 
at a total of 85 centres in the coun¬ 
try. The working of the Regional 
Offices is co-ordinated by the Cen¬ 
tral Office functioning at Bombay. 

The foreign operations of the 
“ Oriental Fire ” before amalgama¬ 
tion were of a limited character and 
these have widened considerably 
with the accession to the now com¬ 
bined organisation, of the foreign 
operational centres of the “National 
Fire” and the “Asiatic”. Our acti¬ 
vity abroad is not yet very large 
and we are exploring the possibili¬ 
ties of expansion in this field. As, 
however, there are considerable 
changes taking place in the political 
as well as economic character of 
many of the foreign territories where 
such possibilities exist, we are pro¬ 
gressing in the matter of expansion 
with caution. The present ran there¬ 
fore be considered only a formative 
stage for our foreign organisation. 

Turning now to the results of the 
year’s working, you will be grati¬ 
fied to note the increase in the ba¬ 
lance for appropriation from Rs 
20.50 lacs for 1961 to Rs 44.69 
lacs for 1962. 

The net total premium of all de¬ 
partments increased from Rs 434.30 
lacs in 1961 to Rs 492.29 lacs in 
1962. showing a rise of about Rs 58 
lacs, i e, 13.35 per cent over the 
previous year’s figure. This increase 
was made up of Rs 46.5 lacs from 
business effected in India and Rs 
11.5 lacs from business outside 
India. Considering the market con¬ 
ditions in India and abroad, this 
rise may be considered satisfactory. 

The ratio of net claims to net 
premiums in 1962 was 34.83 per 
cent for the Fire Department as 
compared to 28.97 per cent for the 
year 1961. The increase in the Fire 
claims ratio was mainly due to 
the adverse experience abroad aris¬ 
ing out of some large fires. On the 
Miscellaneous side, the trend of rise 
in Motor accidents and their costs 
contributed to the increase in claims 
rat«r from 48.56 per cent in 1961 
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to 57. 79 per cent in 1962. Despite 
these incresses, the claims ratios for 
both these departments can be con¬ 
sidered satisfactory. On the Marine 
side, the general market experience 
continued to be unsatisfactory parti¬ 
cularly in the Cargo section. The 
claims ratio in our caae, however, 
has shown a small decrease from 
96.45 per cent in 1961 to 93.26 per 
cent in 1962. 


The overall ratio of commission 
and expenses of management to net 
premiums has been maintained 
around 32.5 per cent, which is very 
satisfactory. 

The Company is liable to pay¬ 
ment of Super Profits Tax in res¬ 
pect of this year's profit and the 
estimated tax liability has been pro¬ 
vided in the Accounts. 


Our investments as at 31st Decem¬ 
ber 1962 aggregated to about Rs 
399 lacs and the total depreciation 
in these investments was of the order 
of Rs 6.65 lacs and is fully cover¬ 
ed by (he Investment Reserve. Con¬ 
sidering that the total investments 
in these investments was of the order 
of the “Oriental Fire”, “Nation¬ 
al Fire’’ and “Asiatic” as on 
31st December 1960 were only 
about Rs 175 lacs and th a» 
we invested Rs 224 lacs in the course 
of 1961 and 1962, it will be seen 
that the depreciation of Rs 6.65 
lacs is very nominal in the light of 
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the great fall which took place in 
prices of shares and securities du¬ 
ring the last few mpnths of 1962. 
The policy of the Company of exer¬ 
cising the utmost care and prudence 
in making investments during the 
period when the prices of most Or¬ 
dinary Shares continued to be un¬ 
realistically high, has now paid us 
dividends in keeping down the de¬ 
preciation to a very nominal value 
even under the present difficult cir 
cumstances. Whilst aR a result of 
our policy, we did not make large 
book appreciations in our invest¬ 
ments, we have neither been requir¬ 
ed to provide for large amounts by 
way of depreciation. 

As in the past year, your Direc¬ 
tors have recommended a dividend 
of 6 per cent (subject to deduction 
of tax at prescribed rates) on the 
paid-up value of the shares. In do¬ 
ing so, they have kept in mind tho 
desirability of strengthening the re¬ 
serves of the Company. Against the 
paid-up capital of Rs 110 lacs, wc 
now have reserves totalling Rs 46.68 
lacs (excluding investment reserves 
and dividend reserves). We have also 
additional reserves for unexpired 
risks of Rs 3 lacs each in the Fire 
and Miscellaneous departments in 
excess of the reserves maintained on 
the required basis of 50 per cent 
of the premium income for the year. 
The financial strength of the Com¬ 
pany has, I am happy to say, in- 
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creased considerably after amalga¬ 
mation, 

Coming to staff matters, your 
Company signed a new agreement 
on 1st June 1963 with die Staff 
Union. The agreement provides, 
amongst other benefits, for merger 
of Dearness Allowance by an amount 
ranging from. Rs 47 to Rs 55 per 
month in the basic salary of the 
employee, and of the linking of die 
Dearness Allowance scale with th? 
All India Working Class Consu¬ 
mers’ Price Index (Base 1949 = 
100). This agreement is the first of 
its kind in the General Insurance 
Industry and marks a departure 
from the old practice of baving an 
arbitrary system of Dearness Al¬ 
lowance. The agreement applies ret¬ 
rospectively from 1st July 1962 and 
the relevant increase in the Manage¬ 
ment Expenses for the year 1962 
has been fully provided for in the 
accounts. 

In conclusion, I take this oppor¬ 
tunity to express my thanks to our 
clients and well-wishers both in 
India and abroad who have conti¬ 
nued to extend us their support. I 
also thank the officers, staff and 
development officials of the Com 
pany for their loyalty and good 
work. 

(V.fl: This does not purport to be 
a record of the proceedings of the 
Annual General Meeting. 
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From the Chair: ' 

Tata Engineering & Locomotive Co Ltd 

Statement of the Chairman, Shri JRD Tata 


r T 1 HE following is the statement of 
of Shri JRD Tata, Chairman 
of the Tata Engineering & Locomo¬ 
tive Co Ltd, for the year 1962-63:— 

The year under review was a 
somewhat disturbed one for your 
Company marred by shortages of 
materials and foreign exchange as 
well as the aftermath of the decla¬ 
ration of the National Emergency. 
But for the shortage of steel, parti¬ 
cularly flat products and specials, 
the output would have been appre¬ 
ciably greater. 

2. In spite of this shortage, 
your Company was able to increase 
its turnover by about 5% over that 
of the previous year. The establish¬ 
ment of production of excavators 
and Diesel shunters has helped to 
diversify the range of products 
manufactured. The. successful exe¬ 
cution of these two projects as 
well as the completion of the de¬ 
tailed planning for the expansion 
of the Automobile, Foundry and 
Forge Divisions is a matter of satis¬ 
faction to your Directors as J am 
sure it will be to you. 

Profits and Appropriations 

3. In spite of an increase of 
Hs 2 crones in the year's turnover, 
the gross as well as the disposable 
profits are lower than those of the 
previous year. The reasons for 
this setback, which were beyond 
the Company’s control, have been 
explained in the Directors' Report. 
I am sure the shareholders will ap¬ 
prove of the action taken by the 
Directors in drawing a sum of 
Rs 6 lakhs from General Reserve 
No 1, in order to make it possible 
to maintain the dividend on ordi¬ 
nary shares at the same level as in 
the previous year. I trust, how¬ 
ever, that shareholders will not 
interpret such action as any kind 
of commitment in regard to next 
year’s profits or dividend. It would 
naturally be the wish of the Direc¬ 
tors to maintain the present rate of 
dividend, and I hope that profits 
will in fact prove to be adequate 
for the purpose. At the same time, 
it must be borne in mind that we 
live and operate in difficult and un¬ 
certain times in which our own 


wishes and intentions are necessari¬ 
ly conditioned by circumstances 
and developments beyond our con¬ 
trol. Much will depend, amongst 
other factors, on whether the Finance 
Minister will find it possible or be 
willing to repeal the super profits 
tax, and also on the level of produc¬ 
tion we are able to achieve in the 
current year. This itself will de¬ 
pend, to a large extent, on the 
availability of raw materials and 
foreign exchange. Notwithstanding 
the minor setback in profits in the 
past year and the difficulties and 
uncertainties which we may have 
to face in the current year, the fact 
remains that your Company’s pro¬ 
ductive capacity and financial 
strength continue to grow and its 
prospects therefore continue to be 
bright. 

Expansion Programme 

4. The shareholders are aware 
of the Company’s expansion pro 
gramme, referred to as the “C” 
Programme, intended to double 
the output of Tata Mercedes-Benz 
vehicles from 12000 to 24000 per 
year. As I said in my statement 
last year, the Government of India 
desired, in view of the critical 
foreign exchange situation, that 
this programme should be spread 
over two stages and that only the 
first stage — limited to an increase 
in capacity to 18000 units per 
year — should be taken in hand 
for the present. Accordingly, dur¬ 
ing the year under review, the 
Company submitted, with Govern¬ 
ment’s approval, an application to 
the Agency for International Deve¬ 
lopment for a loan of $ 13.65 
million (Rs 6.5 crores) for im¬ 
plementing the first stage of ex¬ 
pansion. This loan has been ap¬ 
proved by A I D and an Agreement 
has been executed. Government 
have also released to the Company, 
as agreed, a sum of Rs 1 crore of 
foreign exchange from “free sour¬ 
ces” for import of special items to 
be purchased from West Germany. 

5. Since the advent of the Na¬ 
tional Emergency, and in view of 
the accelerated demand for our 


products for defence purposes, 
Government have now decided that 
the second stage of expansion 
should he implemented as soon as 
possible. We are accordingly sub¬ 
mitting a second application to 
AID for a further loan to cover 
the foreign exchange requirements 
of the second stage. 

6. The most appropriate method 
of securing the Rupee finance for 
the contemplated expansions is re¬ 
ceiving the consideration of your 
Directors. 

Automobile Division 

7. It is only in times of emer¬ 
gency such as the one we are now 
experiencing that the vital impor¬ 
tance of an efficient and self-sup¬ 
porting automobile industry can be 
properly evaluated and appreciat¬ 
ed. This emergency has also re¬ 
vealed weaknesses in the structure 
of the Indian automobile industry, 
particularly for meeting the require¬ 
ments of the special types of 
vehicles needed for our Defence 
Services. There are reasons to be¬ 
lieve that Government is now 
directing its attention towards 
eliminating some of these. 

8. Immediately after the de¬ 
claration of the Emergency, with a 
view to raising to the maximum the 
output of Tata Mercedes-Benz vehi¬ 
cles for the Army, additional shifts 
and overtime working were resorted 
to and the output was stepped up 
by as much as 20 %. Unfortunately, 
this high rate of output could not 
be sustained for more than a couple 
of months as Government could 
not provide the additional foreign 
exchange required for the import 
of raw materials and components. 

9. The first stage of the expan¬ 
sion from 12,000 to 18,000 vehicles 
per year has been planned in such 
a manner that the additional out¬ 
put will be secured sometime 
towards the end of 1964. De¬ 
liveries of plant and equipment 
from the United States are reason¬ 
ably, short, varying from 9 to 12 
months. As all the buildings and 
services will have been completed 
by then, the Company will be in a 
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position to secure additional output 
no sooner this equipment is install¬ 
ed. 

10. Commercial vehicles con¬ 
tinue to be in short supply. The 
position has become particularly 
acute as a result of the diversion 
of a major portion of our output 
for Defence purposes. During the 
Company's financial year 1962-63, 
the production of comtnercial 
vehicles in the country totalled 
25,385, of which 12,200 or 48% 
were Tata Mercedes-Benz. The 
commercial vehicle target for the 
Third Flan ha» been set at 60,000 
vehicles by 1965-66, but this, of 
course, will not be attained be¬ 
cause there is just not enough capa¬ 
city either with the main manu¬ 
facturers or with the components 
industry. 

11. The Commercial Vehicles 
(Distribution and Sale) Control 
Order, which came into force in 
May, 1963, is evidence of the de¬ 
teriorating position regarding the 
availability of commercial vehicles. 
The directions issued by the Con¬ 
troller of Commercial Vehicles 
result in 80% of our output being 
reserved for priority allocation hy 
Government. Whilst the preference 
of the Government authorities for 
Tata Mercedes-Benz vehicles is a 
matter of gratification, the reserva¬ 
tion of these vehicles for non-De- 
fence purposes not only operates un¬ 
fairly on our dealer organisation, 
but is also likely to influence ad¬ 
versely our long-term market posi¬ 
tion. These facts have been brought 
to the attention of the authorities 
and we are hoping that suitable 
modifications to the Control Order 
will be issued before long. 

12. Our dealers, whose reason¬ 
able expectations of continued 
supply of vehicles have been greatly 
and unexpectedly upset, have 
shown a great deal of patience 
and loyalty to the Company. Dur¬ 
ing the past several years, a first 
class sales and service organisa¬ 
tion has been set up. the successful 
functioning of which depends on 
a steady supply of vehicles and 
spare parts. Not only has the 
vehicle supply to our dealers 
dwindled to a mere trickle, but the 
spare parts position also is becom¬ 
ing critical due to a decision of 
Government not to grant import 
licences to manufacturers even for 
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such item* which are not currently 
being produced in the country by 
component manufacturers, 

13. The growth of the road 
transport industry has always had 
to contend with high taxes and 
duties, multiplicity of regulations 
and inadequacy of good roads. 
At present the magnitude of the 
tax burden on road transport is so 
great that a recent estimate made 
by the Indian Road Transport De¬ 
velopment Association reveals that 
taxes and duties on goods trans¬ 
port average 6 Naye Paise per 
ton-mile or approximately equal 
to the average freight per ton-mile 
charged by the Railways. This 
industry whose growth is vital for 
the development of our nation will 
now suffer additionally from the 
non-availability of vehicles. The 
inescapable conclusion is that the 
vital importance of encouraging the 
vigorous growth of the automobile 
and road transport industries has 
yet to be appreciated hy our Plan¬ 
ners and Government. If there is 
any appreciation, it has certainly 
not been translated into any effec¬ 
tive action upto now. 

General Engineering and Foundries 
Divisions 

14. The release of production 
facilities as a result of the planned 
reduction in steam locomotive out¬ 
put has made possible a worthwhile 
increase in the turnover of the 
General Engineering Division, the 
performance of which would have 
been very much better if operations 
had not been plagued by several 
handicaps which appear to have 
become an inherent part of the 
Indian engineering industry. Though 
our excavators, shunters and paper 
& pulp making machinery con¬ 
tribute significantly to the country's 
development and save a great deal 
of foreign exchange, the actual 
position is that engineering com¬ 
panies such as ours are unable to 
obtain any assurance of supplies of 
steel in adequate quantities and of 
the required types; numerous 
orders for steel placed over the 
past couple of years remain out¬ 
standing without even an indica¬ 
tion of when we may expect deli¬ 
veries. It has to be appreciated 
by the controlling authorities that 
for the effective utilisation of high 
grade engineering -capacity put up 
at considerable cost by companies 
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such as ours, it is. vital that the 
flow of materials through the shops 
be planned in detail and long in 
advance of actual operations. The 
uncertainties created by material 
shortages result in the processing 
of uneconomic batches, frequent 
setting, low labour productivity 
and lock up of funds in works-in- 
progress. Such inefficient opera¬ 
tions inevitably raise our costs and 
lead to a wastage of production 
facilities, which is as undesirable 
as idle plant and equipment, even 
though this may not be equally 
evident. 

15. Discussions are in progress 
with Government regarding the 
continuance of manufacture of 
sleam locomotives after the current 
order for 325 units which will be 
completed during the latter hulf ol 
1966. We have brought to the 
notice of the Railway Board that 
the new projects which we have 
undertaken are very high up on 
the list of foreign exchange savers 
and the increase in their output 
and the rapid growth in their indi¬ 
genous content is dependent on the 
availability of the skilled men and 
machines to be progressively re¬ 
leased by the reduction in locomo¬ 
tive production. We have drawn 
their attention to the fact 
that further large scale investment 
by the Railways in obsolete motive 
power such as the steam locomotive, 
which in any case will have to be 
prematurely retired, is not calcula¬ 
ted to solve the nation’s transport 
problem. We are pursuing this 
matter with Government. 

16. In Jamshedpur, as in most 
of India, industrial production has 
been hampered by power short¬ 
ages. The Company's Foundries 
Division has been particularly 
affected; frequent furnace shut 
downs due to power cuts have 
limited the tonnage of both the 
foundries to about the same levels 
as during the previous year. It is 
to he hoped that the additional 
power to he generated by a num¬ 
ber of, Government projects in 
eastern India will become avail¬ 
able according to schedule so that 
the crippling effects of such short¬ 
ages on industrial production can 
be. avoided, 

17. The installation in the 
Alloy Iron Foundry of the new 
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equipment ordered from the USA 
under the A1 D loan will greatly 
increase its capacity and further 
improve its efficiency. Some of 
the latest techniques and processes 
of foundry practice are being intro¬ 
duced and it is confidently expected 
that the performance and quality 
of the foundry products will com¬ 
pare favourably with those of 
automobile foundries in other parts 
of the world. 

New Projects 

18. The execution of the pro¬ 
jects undertaken recently and the 
implementation of our expansion 
programmes have fully extended 
our financial and managerial re¬ 
sources. Your Directors, therefore, 
consider as inadvisable at this 
stage any new venture which might 
detract from the major task to 
which we are fully committed. 
An exception has, however, been 
made in regard to a plant which 
we propose to set up with the 
technical collaboration of a Ger¬ 
man firm for the production of 
press tools, dies and production 
devices needed in increasing quan¬ 
tities by the repetitive engineering 
industry. Such an operation apart 
from saving and earning foreign 
exchange, will result in the deve¬ 
lopment of those priceless assets — 
the skills and techniques required 
for designing and producing vari¬ 
ous types of production devices. 
This is a specialised field in which 
a beginning has scarcely been made 
in India, but one which forms an 


essential element in the country’s 
engineering industry. 

19. The Government of India 
have granted to the Company a 
licence to establish such a plant. 
Though the location of the project 
has not yet been finalised, negotia¬ 
tions are in progress for securing 
suitable land in the Poona region. 

Labour and Personnel 

20. During the past years I 
have referred to one of our most 
important though intangible asset— 
our engineers, administrators and 
craftsmen. The attention that we 
have paid to the training and deve¬ 
lopment of our personnel resources 
constitutes the principal assurance 
of our future vigorous growth. We 
have now over ?00 persons on the 
Company’s rolls who have obtained 
one or more University degrees in 
a wide range of technical, commer¬ 
cial and other subjects. The num¬ 
ber of our . engineering graduates 
exceeds 400, apart from over 1300 
employees who hold engineering or 
technical diplomas and certificates. 
These constitute an asset that wc 
must maintain and develop with as 
much care as we devote to our 
plant and equipment. It will con¬ 
tinue to be the Company’s policy 
to provide adequate compensation 
to its employees and to keep the 
avenues of promotion open for 
those who prove their ability to 
undertake greater responsibilities. 

21. Our growth and expansion 
will continue to demand an increas¬ 
ing number of skilled and qualified 
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personnel. The pool of trained and 
experienced men in the country ia 
strictly limited and in view of our 
increased demand we shall need to 
establish in due course additional 
facilities for their training and 
development. Towards the and 
of the year under review there 
were under training at the Telco 
Works 473 trade apprentices and 
125 graduate engineers and super¬ 
visors. 

22. The labour situation at the 
Works continues to be satisfactory. 
There were no strikes and other 
disturbances to production during 
the year under review, although 
during May this year there was a 
stoppage of work in the Hear Axle 
Section of the Automobile Division 
resulting in a loss of 13,901 man¬ 
hours. 

23. Your Company is taking 
active steps to build up a co-opera¬ 
tive relationship with the recognised 
Union so that the productivity of 
our labour can increase and emolu¬ 
ments and conditions of work im¬ 
prove. 

24. In conclusion, on behalf of 
the Directors and your behalf, 1 
would like to express my thanks to 
the Company's workers and staff 
for the results achieved during the 
year in the face of so many difficul¬ 
ties, only some of which I have 
mentioned. 

J. R. D. Tata 

Chairman 

Bombay, 5th July, 1963. 


freedom is in peril, defend if with eil your might _ MWMMM.AI NEHRU 


PLAN FOR STRENGTH 

Seff-refionce end self-confidence are tbe 
backbone of a nation. 



We can achieve this only by 
strengthening the country in every 
way. Tha Five Year Plan, well 
geared to the needs of defence, 
shows the way. Work raeolutely 
to implement the Rian with 
greatar speed and efficiency. 


STRENGTH FOR SECURITY 
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TM-B's lively 110 h.p. diesel 
engine provides enough power 
to haul capacity loads up the 
steepest gradients without strain. 
i Rugged, durable, powerful, the 
TM-B is built for gruel¬ 

ling service. Elimination of super- 
fluous deadweight, the sturdy 


TATA “CNQINEESINQ & LOCOMOTIVE CO LTO 
>’ &9)U Office : 448, Mihatmo Gandhi Road. Bombay 4 


yet flexible chassis, the unique 
Heat Exchanger that maintains 
the engine at a constant operat¬ 
ing temperature preventing over¬ 
heating, the quality and design 
of each component ena¬ 

ble TM-B s to haul the heaviest 
cargoes over the roughest terrain 

TATA 

MERCEDES-BENZ 


In all weathers. Brawny, yet 
thrifty, the TM-B’s functional 
perfection gives operators profi¬ 
table haulage with excellent fuel 
economy; while 132 TM-B Ser¬ 
vice Centres throughout India 
safeguard their investment. 
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Trials of Non-Alignment 

JT has always been painfully obvious that much of the bravado that 
non-alignment had survived the Chinese onslaught was premature. 

A policy may be discarded at one stroke or it may he sold down the 
river by bits. Any political realist should have known all along that 
in the case of non-alignment the latter was the real danger Ur be guarded 
against. The Chinese attack did not immediately drive us into a mili¬ 
tary alliance with the West which rushed military assistance without 
insisting On any'formal commitment on our part. But this did not 
mean that non-alignment could be taken for granted. The stresses and 
strains on our foreign policy began to be felt as we started die task of 
working out long-term military and political policies to face the Chinese. 
This was inevitable since non-alignment as we had hitherto practised 
it had been worked out at a time when the many military and political 
compulsions which the Chinese aggression of last October thrust upon 
us were not visualised. It is, therefore; easy to see in every unfamiliar 
act or turn of policy a threat to non-alignment. This is unjustified, 
for the form of non-alignment today cannot be what it was before the 
Chinese aggression. To take but one instance, we had in the past con¬ 
sistently opposed military aid from either bloc whereas now we aw 
actively trying to secure such aid from both blocs. Changes and.ad¬ 
justments are certainly necessary. What is important is their quafeit* 
live content and their effect on our freedom to decide for ourselvea i$ 
international affairs, including; of course, on questions relating to bow 
best to face up to the Chinese threat. 

Two recent developments which have been intimately linked with 
the prospect for non-alignment are the proposed Indo-Western air exer¬ 
cises and the agreement with the United States for setting up a power¬ 
ful radio transmitter beamed at South-East Asia and intended to counter 
Chinese propaganda in this region. Of the two developments, the 
details of and the issues involved in the latter are fairly dear. The 
political implications of the transmitter deal are infinitely more im* 1 
portent than its commercial wisdom which has also been questioned, 

• Politically it is repugnant to our foreign policy and to our very self- 
respect. However great the need for a powerful transmitter, it cannot, 
justify the arrangement to allow the Voice of America to spout U S 
propaganda at a group of friendly countries who will certain}? view 
the stepping up of U S propaganda aimed at their people with grey# 
concern. If we were hankering after a powerful transmitter to pTOSMto 
better understanding of our policies among tbc people of South-East 
Asia, then the manner in which we have secured the transmitter very 
effectively defeats our -purpose. The agreement also defeats one of the 
basic objectives of our foreign policy since the Chinese ajggression 
which is to do nothing to alienate the Soviet Union. Even in the deli¬ 
cate matter of military assistance, we have,' with obvious demonatra- 
tivenees, made equal approaches to die West and the Soviet Union. Die ' 
VGA agreement makes nonsense of such efforts. 

The sgreement raises seriyasquestiona about the manner in 
vital matters are decided in ten Government of India. The 
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frank admission that he 
of the implications of 
nt makes it abundantly 
powerful group in (jbf 
emment pushed through this 
obnoxious deal knowing it to be 
contrary to the Government’s basic 
pcdrcres^ , deliberately keeping the 
Prime Minister in the dark. The 
implications are without question 
dangerous and justify an enquiry 
to uncover the persons in the Gov¬ 
ernment guilty of such a trans¬ 
parent attempt lo subvert the coun¬ 
try’s accepted policies. But this 
should not come in the way of im¬ 
mediate step* to disentangle our¬ 
selves from this disgraceful agree¬ 
ment. This will not he easy hnd 
will entail considerable embarrass¬ 
ment. particulaary since the II S is 
showing signs of obduracy, but this 
would do far less damage than the 
continuance of an arrangement 
\yftich makes the country a hand¬ 
maid of U S propaganda. 

• A* for the agreement with the 
U S ahd the U K for carrying out 
joint air exercises, certain vital 
aspects of it remain shrouded in 
mystery, making it difficult to assess 
its precise implications. The 
Ministry of External Affairs has 
issued an official communique, but 
ituis more an attempt at whitewash¬ 
ing rather than at explaining the 
abipfc and implications of the agree- 
Hteiit.! ; It is pointed out that the. 
exereiseo-iwould be conducted under 
the “aegwffi^istr) of the Indian Air 
Force, that they do not commit the 
U. S and the U K to come to our 
assistance in the event of a Chinese 
attack or the Government of India 
to accept such assistance. It is also 
stressed that while the Government 
of India has accepted the Western 
offer of valuable radar and commu¬ 
nications equipment, it is also acti¬ 
vely seeking Soviet assistance in 
Strengthening our air defence. The 
aim obviously is to dispel any 
suspicion that the air exercises are 
»tra«, s prelude to the acceptance of 
•fane kind of air umbrella which 
h*& earlier been rejected by the 
fpOMermnent, and rightly, as being 
•dpugnant to non-alignment. 

The facts which are ^available are 
not; however, at all Sufficient to 
epjyginee one of this. True, the radar 
equipment to be supplied may be 
absolutely essential for ah affective 
system of air defence. .But radar 
lAMits l&e enemv; to com- 
m sc/ ■ 
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plete the defence we / peed 

fast interceptors am tmH W**r»$i 
missiles, among otKeir things. Are 
the U S and the UK ’*&«$ to sup¬ 
ply us these? judging from what 
has appeared in the press, mol .-An* 
they then agreeable to our using the 
ground equipment supplied by them 
with planes and missiles secured 
from other sources? This is even 
less likely. What then is the picture 
that emerges? That the U S is sup¬ 
plying us with the ground qurpment; 
that the Indian Air Force is to be 
trained in the use of this equipment; 
thnt ground facilities are to be 
created which will enable the Wes¬ 
tern air force to go into operation 
swiftly and effectively in the event 
of a Chi ness attack. 

Now, just as acceptance of military 
aid did not vitiate non-alignment 
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, in certain ’eircunsstanqes, h is pos- 

SeliHIPte . x^yisage a situation when 
‘ some sudi Arrangement as the air 
umbrella iftay be actually justified— 
sav, if, we were expecting an immi- 
2 nefTt Chinese attack of sufficient 
magnitude to endanger the safety of 
our cities and Industrial centres, ft 
is to be expected that our long-term 
military policies would be based on 
an assessment of Chinese motives and 
likely actions. Acceptance of mili¬ 
tary assistance of any type or magni¬ 
tude may not imperil our policies 
provided a corresponding military 
threat exists. But if we hanker 
after assistance of an order not 
justified by the military situation 
on our borders, then the results are 
bound to be disastrous for our poli¬ 
cies. This is the danger that we 
have to guard against. 


Shipping Freight Rates 


'J’HE decision of the Karmahom 
Conference to increase West¬ 
bound freight rates by 12.5 per cent 
against the Maritime Freight Com¬ 
mission’s recommendation of a 
general increase of only 7.5 per 
cent, has created a piquant situa- 
ation. It is now abundantly clear 
that the Governmet of India has 
failed to acquire sufficient control 
over ocean freight in spite of the 
vital importance of freight rates for 
the country's export drive. The 
Government has been putting in¬ 
creasing pressure on the various 
Conferences to reduce freight rates 
on particular commodities shipped 
to particular destinations. The 
efforts of the Freight Investigation 
Bureau in this direction have been 
attended with considerable success. 
In most cases, the Bureau has been 
able to show that the rates are ex¬ 
cessive in comparison with those 
applicable to other commodities or 
to other destinations. But while the 
Bureau has been able to take a 
firm line on individual freight rates, 
it is apparent that at the higher 
level at which the question of the 
general level of freight had to be 
tackled, the Government failed to 
take as firm a line. 

Whatever action the Government 
may decide to take on the Karma- 
hom Conference’s decision to ’ go 
•head with an increase in freight 
.jMytqS; higher than that tf comm ended 


by ..the Maritime Freight Commis¬ 
sion, it will be faced wth many 
difficulties because the Conference 
decision is within the framework 
of consultation and discussion on 
which agreement had been reached 
earlier. Since the Conference is 
not required to get the Govern¬ 
ment’s approval for increases in 
freight rates, it is technically 
free to make its own decisions 
despite the disapproval of the 
Government. It is quite likely, 
however, that the Conference action 
may precipitate a situation in which 
the Government may have to consider 
whe.ther it can enact legislation to 
take powers to control freight rates 
more effectively. 

The ineptness with which the 
Maritime Freight Commission has 
tackled its first major task may 
have well encouraged the Karma- 
hom Conference to fix the general 
increase in freight rates higher than 
recommended by the Commission. 
The serious adverse effects that any 
general increase in West-bound 
freight rates would have on India’s 
export trade have been so frequently 
stressed that the Commission would 
have been justified in recommend¬ 
ing any irwrease at all only after 
the strictest examination of the 
arguments,puf forward by the Con¬ 
ference delegation and the closest 
scrutiny of -iim&cts presented by 
it. The Gopuntusiocy’s ., report re- 



fleet*, on the pontrary, a^extwunply 
casual attitude to w' question. 
Thottgh it has emphasised we fpepd 
to take care that nothing is done to 
affect our export plans, it seems to 
have accepted the arguments of the 
Conference delegation without much 
critical examination and to have 
been quite willing to accept their 
facts pn trust. 

The Commission accepted, for in¬ 
stance, the argument that the costs 
of the shipping lines have increased 
substantially since the last freight 
rate increase in 1957 even though no 
precise data were presented to die 
Commission. It is not surprising 
that the Commission could present no 
arguments to support its own re¬ 
commendation of a 7.5 per cent 
increase, and this knowledge pre¬ 
sumably emboldened the Confer¬ 
ence to fix the actual rate of in¬ 
crease at 12.5 per cent, only 2.5 
per cent less than what it had origi¬ 
nally proposed. That some cost 
increases must have taken place 
seems obvious, But the question ia: 
what was the magnitude of these 
cost increases in particular items 
and to what extent were they off¬ 
set by cost reductions brought 
about by the recent rationalisation 
of services and by other steps taken 
to introduce economies in opera¬ 
tion? It was also relevant, surely 
to ask whether the freight rates in 
operation in the base period were 
not too high. 

This latter question is of special 
significance in the light of the argu¬ 
ments advanced by the Karmahom 
Conference delegation and accepted 
uncritically by the Maritime Fre¬ 
ight Commission that over the 
period under consideration, freight 
rates in coastal shipping, railways 
and road transport in India increas¬ 
ed significantly and that Confer¬ 
ences and shipping lines had re¬ 
cently announced increases in fre¬ 
ight rates on other routes. Freight 
rates in coastal shipping, railways 
and road transport have been ab¬ 
normally low for many decade*. 
Railway rates in particular, being 
fixed by Government, have been ex¬ 
tremely uneconomic for certain 
commodities. Because of the in¬ 
flationary pressures within the eco¬ 
nomy, the costs of these sectora of 
domestic transport have risen 
sharply. h. 

For ocean freights, on die contrary, 
it has,neither been true that tfae ori¬ 
ginal level was toofow rtor that sub¬ 


sequent cos* increases bwpbfteo as 
high. Besides, the. ecoijwnies in 
■'yj^tjption th*t have, been' acbieyed 
and thosa-wbich it^ should be possible 
to achieve ^Tifc.lbtaJ'er ought to com¬ 
pensate for any increase in costs 
that jnay have taken place.- At any. 
rate, the Maritime Freight Com¬ 
mission should have considered it 
its duty to investigate the question 
from this angle. 

If India , succeeds in bringing 
about a rapid expansion of its ex¬ 
ports in the near future as it has 
planned to do, the economics of 
the liner trade serving this country 
should be basically transformed. 
This is because there is bound to 
be an increase in the proportion of 
capacity which is utilised on the 
West-bound traffic. The Conference 
should take this into account and 
realise that any contribution it can 
make towards an expansion of 
India’s exports by keeping rates as 
low a* possible and improving ser¬ 
vices, will ultimately benefit its 

How Not to 

silver jubilee of Shri J R D 
Tata as head of the Tata group 
of companies was not accompanied 
by any great fanfare. The public 
relations handouts did not even 
mention the well-known fact that 
he heads the largest group of 
companies in the country. They 
modestly described the group as 
just one of the largest. On occa¬ 
sions like this, the general tendency 
is to extol the achievements 
of the person concerned in the 
past and what are described as his 
qualities of head and heart. This 
treatment hardly does justice to a 
man who, far from being about to 
retire, is perhaps more active and 
clear-sighted than ever before. 

Regardless of how others took 
the. occasion, Shri J R D Tata him¬ 
self has celebrated it in his own 
characteristic manner. He has 
looked forward, not back. Witness 
his firm support to the Bokaro pro¬ 
ject in the public sector on the 
ground that “it would be both un¬ 
reasonable and unpatriotic of any 
one to place the interests of private 
enterprise above those of the nation 
as awhole”. The man, who was 
born into the family of India’s 
greatest captain of . industry and 
whose group has the largest stake 


member tun*. Surety, tbodylihe '/ 
the Maritime Freight Comratssiiui 
should have gone into, this aspect 
of the matter as well. 

All this suggests the need for the 
Government to make a very careful 
examination of its policy with re¬ 
gard to shipping. It is not enough 
merely to increase, the-volume of 
Indian tonnage, as the concurrence 
of the Indian shipping companies ia 
the Conference to the freight, in¬ 
crease has shown so clearly. ,'jSt 
course the effort to increase Indian 
tonnage will no doubt form an 
important part of an overall policy 
directed towards ensuring that 
shipping operating in our overseas 
trade shows due consideration to 
the country’s basic interests. What 
is really necessary, however, is a 
revision of policy on the use of 
tramp tonnage, and a reconsidera¬ 
tion of the attitude towards the sys¬ 
tem of deferred rebates which helps 
to keep shippers witfun the control 
of the various Conferences. 

Look Back 

in the steel industry, made it dear 
that “the private sector, even jif 
permitted to do so, would not tie 
able to undertake on its own a pro¬ 
gramme of expansion at an aver¬ 
age rate exceeding a million toils 
of new capacity per year’’. 

The second item on J R D’s 
jubilee celebration programme was 
the announcement that Tata Iron 
and Steel has accepted in principle 
an expansion of its capacity by upto 
one million tons at a cost of a 
little more than Rs 100 crores. 
While assuring the shareholders 
that the scheme would be under¬ 
taken only if it is possible on terms 
fair and attractive to them he haa 
also emphasised that the company 
can never afford to sit hack so long 
as it exists. The shareholders mgy 
not so far have profited as much 
from the expansion as they had a 
right to expect; but J R D Al» h*a 
no doubt that if die company had 
not doubled its plant capacity, the 
position pf the shareholders would 
have been even less favourable than 
it ia now. 

To this may . be added the im¬ 
portant roie which j R D Tata has 
played in the negotiations for mili¬ 
tary aid, especially for the expand 
sion and modernisation ,of the aieu 

im 
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force. While another leading group 
waa creating trouble in the U S over 
Bokaro, Tata had no hesitation in 


Not Mon Decontrol 

X HE demand of die Maharashtra 
Minister lor Industries for tin 
abolition of the office of the Iron 
and Steel Controller highlights the 
continuing dissatisfaction of govern¬ 
ment agencies as well as steel-con¬ 
sumers with the working of this 
office. The Minister was, of course, 
fully aware that this demand was 
of an extreme nature. But the fact 
that he made it nevertheless, is an 
indication of the trend of opinion 
on this controversial subject. 

Decontrol of steel has been in 
the air for some time, but the inte¬ 
rests concerned disagree on the 
extent to which decontrol should be 
permitted'. The private steel pro¬ 
ducers want complete decontrol be¬ 
cause they would stand to lose if 
only the freely available varieties 
are decontrolled. The small con¬ 
sumers are afraid that they would 
have to pay much higher prices; 
why this should worry them so 
much is not so clear, since at pre¬ 
sent they get only about one-fourth 
of their requirements at controlled 
prices. The registered and con¬ 
trolled stockists have their own 
reasons for opposing any change in 
the existing system of distribution, 
for they would he displaced by 
government stockyards on the one 
hand, and new traders on the other. 

Hie complexity of the dilemma 
which the Government faces has to be 
fully appreciated. The prices of most 
varieties of steel were raised with 
effect from July 1. but the question 
of retention prices to producers is 
BtiJl hanging fire. As the Raj Com¬ 
mittee made it clear in its prelirai 
nary report, the issue is not a simple 
one of just full control or partial 
decontrol or full decontrol. Various 
steps have to be taken simultaneou¬ 
sly 1st a number of points to ratio¬ 
nalise the system of Steel production, 
pricing and distribution. Any 
sbjgle step taken in isolation will 
taunt td) wake foe position worse, 

a better. To,give only a few de- 
l, any step in the direction o! 
decontrol and joint planning of steel 
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extending the foil benefit of .Itia the otber.group concerned, lie*- & 
long experience in aviation te the not particularly enamoured of the 
Government, even though, unlike socialist pattern of society. ‘ 
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production by the three producers 
requires a drastic rationalisation of 
the number of sections and sizes, a 
substantial increase in storage capa¬ 
city near the centres of consump¬ 
tion, creation almost from scratch 
of new arrangements for distribution 
and extension of credit, and basic 
change in the Tariff Commission 
iormula for the assessment of capa¬ 
city utilisation, not to mention a 
thorough reorganisation of the 
functions and working of the Iron 
and Steel Controller’s Office, in 
other words, the problems under 
discussion now cover for the first 
time the entire range of issues con¬ 
cerning the steel industry. It would 
be idle to pretend that any simple, 
easy and universally acceptable solu¬ 
tions can be found for them. 
While it is desirable to reach deci¬ 
sions quickly, that should not be an 
argument for pushing through has¬ 
tily conceived and piecemeal measu¬ 
res. 

Price Support: for Grower or 
Trader? 

X HE machinery that has been 
created for supporting the 
price of raw jute ig nothing if not 
elaborate. In the first place, the 
Central Government’s Jute Commis¬ 
sioner in Calcutta is empowered 
under the Jute (Licensing and Con¬ 
trol) Order to require tile jute mills 
to purchase certain minimum quan¬ 
tities of raw jute every month. Then 
there is the Jute Buffer Stock Agen¬ 
cy formed in 1961 for the express 
puipose of supporting prices. In 
addition, some 600 cooperative 
marketing societies in the jute- 
growing States purchase raw jute 
from the growers. Finally, the State 
Trading Corporation also entered 
the raw jute market last year to 
support the cooperative societies by 
taking over against cash payment 
the jute purchased by them. 

The operation of these agencies 
affects the price received by the 
grower .quite differently. While the 
cooperative marketing societies make 


their purchases directly from the 
growers, the jute mills and the buf¬ 
fer stock agency buy mostly from 
traders. The jute mills and the 
buffer ^tock agency between them 
make the bulk of the purchases, the 
scale of operation of the coopera¬ 
tive societies being relatively small. 
In 1962-63, for instance, the mills 
and the buffer stock agency between 
them bought 6.7 million bales while 
the purchases of the cooperative 
societies were not even a lakh bales. 

It is thus clear that the impact 
of the support operations on the 
price received by the cultivator was 
at best indirect since the bulk of 
the purchases were made from trad¬ 
ers. It has been pointed out in these 
columns that the buffer stock agen¬ 
cy is by its constitution eminently 
unsuited to the task of maintaining 
prices at the level stipulated by the 
Government. It is managed and 
controlled by the. Jute Mills Asso¬ 
ciation which is yet to reconcile it¬ 
self to the minimum prices fixed by 
Government. The minimum prices 
fixed for the last two seasons, and 
which have been continued for the 
1963-64 season, are based on the 
price of Rs 30 per maund for Assam 
bottoms in Calcutta. The jute mills 
have maintained that this price is 
too high and not justified by the 
prices of finished jute goods. 

Not surprisingly, therefore, the 
buffer stock agency has never com¬ 
mitted itself to maintaining the price 
fixed by the Government and much 
of its purchases in the last season 
were in fact made at lower prices. 
In any case, as noted above, the 
buffer stock agency as well as the 
jute mills made their purchases from 
the traders so that while their opera¬ 
tions did help to avoid severe de¬ 
pression arising from glut in the 
raw jute market, they could not en¬ 
sure that the grower received the 
minimum prices fixed by Govern¬ 
ment. 

This was the reason why it was 
decided to ’encourage cooperative 
marketing societies to purchase and 
hold raw jute. Since the societies 




would buy the jute directly from tie 
growers in the primary markets, it 
was expected that they would exert 
a more decisive influence on the 
price received by the grower than 
the activities of the jute mills and 
the buffer stock agency. But the 
scale of operation of the coopera¬ 
tives last year was too small to make 
an impression on prices. It Was 
hoped, however, that with the entry 
of the State Trading Corporation 
into the field, to take over the jute 
bought by the cooperatives and to 
provide them with funds to make 
further purchases, the cooperatives 
would be able to play a more im¬ 
portant role. It has been officially 
announced that purchases of raw 
jute by cooperative societies in 1963- 
64 would be four times as much as 
last year. This is most welcome 
because unless large purchases are 
made direct from the growers, the 
objective of fixing minimum prices 
is not likely to be realised. 

In the context of the projected 
increase in the purchases of the co¬ 
operative societies, a report appear¬ 
ing in the press last week is parti¬ 
cularly disturbing. According to this 
report, some of the jute purchased 
by the State Trading Corporation 
from the cooperative societies last 
year carried the tickets of jute 
traders operating in the open mar¬ 
ket. In other words, the traders used 
the cooperative societies to sell raw 
jute to the S T C at the Government- 
fixed prices which were higher than 
those prevailing in the open mar¬ 
ket. Not surprisingly, therefore, the 
S T C is reported to have suffered 
a loss of Rs 4 to Rs 5 on every 
maund of raw jute bought by it last 
year. If this loss had gone to subsi¬ 
dise the jute grower, then the S T C 
would have been furthering the aims 
of the Government’s minimum price 
policy. But what, it would appear, 
was happening was that some clever 
traders were making a nice profit 
for themselves by selling to the 
STC at prices higher than they 
could realise in the open market. 

It is to be hoped that the lessons 
of the S T Cs experience last year 
would not be entirely lost on the 
Government. It is all right to claim 
that the cooperatives will increase 
their purchases four-fold this year, 
but before the STC buys up the 
iute from the cooperatives at prices 
higher than those prevailing in the 


open market, it must be ensured 
that the cooperatives are in fact ge¬ 
nuine and are making their pur¬ 
chases from the growers and not 
merely acting as covers for jute 
traders, out to make a profit for 
themselves at the STCs cost. 

U S Balance of PaymenH 
f J*HE persistent deficit in the U S 

balance of payments, which has 
been causing U S authorities con¬ 
siderable anxiety for some time 
now, has been primarily due 
to the high level of its military ex¬ 
penditure abroad and the conti¬ 
nuous outflow of both short-term 
and long-term capital, including in 
this latter term, official U S assist¬ 
ance to underdeveloped countries. 
Apart from this, tourist expendi¬ 
tures abroad have also been high. 
All these together combined to pro¬ 
duce an overall deficit despite the 
existence of a surplus on the 
trade account. Until recently U S 
efforts were directed in general at 
expansion of exports, which were 
already high. Some success attend¬ 
ed these efforts but the overall 
balance of payments continued to 
remain in deficit. 

During the last year or two, the 
authorities tried to deal with the 
resulting drain of gold from the 
country by persuading other coun¬ 
tries to hold more dollars in their 
reserves. Different countries have 
different practices in this regard, 
hut almost all of them agreed to 
modify these practices so as to hold 
more dollars. In effect, they helped 
to maintain the de iure convertibi¬ 
lity of the dollar by agreeing not 
to press their convertibility rights 
de faelo. The accumulation of 
dollars in their reserves in this 
manner subjected these countries to 
the risk of heavy loss in case of a 
devaluation of the dollar and there 
was. therefore, increasing resistance 
to this practice as the proportion of 
dollars in the reserves of these 
countries increased over time. Some 
countries made substantial pre-pay¬ 
ments of loan instalments in order 
to reduce this proportion, yet they 
found themselves from time to time 
nressing for nayment in gold. 
Whenever this ha opened there was 
a substantial outflow of gold from 
U S reserves, 

While, pressing other countries 
to held dollars in their reserves, 


the U S Government consistently 
refused to give a gold guarantee oft 
such holdings. They argued that 
this was not necessary because they 
had $ven an assurance that die 
dollar would not he devalued, hut 
this argument could hardly satisfy 
those who were asked to bold 
dollars. Assurances about - the 
maintenance of the value of a cur¬ 
rency have very often in the part 
been followed by a reduction ^ 
that value, the change having some¬ 
times been made overnight. 

The other countries concerned 
have, therefore, been quite restive 
for some time, particularly so 
because the measures taken by the 
U S Government could only post¬ 
pone the day of reckoning. More 
effective measures to tackle the 
basic factors responsible for die 
jgold drain could not, however, fie 
taken easily. The reduction of 
military expenditure was bound up 
with the country’s foreign policy. 
The reduction of foreign aid to 
underdeveloped countries was ruled 
out if the United States was to play 
the role that it had marked out for 
itself in this sphere. The only 
apparent way of tackling the flow 
of capital was through .interest rate 
policy, given the desire to abstain 
from physical controls. There were,, 
however, special difficulties in 
adopting the obvious remedy of 
higher interest rates because of the 
domestic situation. 

Domestically, the U S economy 
has been showing signs of stagna¬ 
tion: rate of growth of national in¬ 
come during the last few years has 
been insignificant and unemploy¬ 
ment has tended to grow. A cheap 
money policy formed an obvious 
part of any scheme for accelerating 
the rate of econopaic. growth and 
reducing unemployment. If high 
interest rates were necessary Jo 
reduce the outflow of capital from 
the United States, low interest rates 
were necessary to stimulate the 
economy. The Administration pre¬ 
ferred to give priority to the needs 
of domestic economy while trying 
other methods to deal with the 
balance of payments situation. 
These other measures proved, how¬ 
ever, no better than palliative* and 
last week, the realities of the situa¬ 
tion caught up with the Administ¬ 
ration. 
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HKfjvt Mtasurts at Last 

JT-vas apparent that ether court- 
■ trie* would not be willing much 
longer to accept additional dollar* 
m their reserves, It is probable 
thait some <>/ them actually pressed 
the United States to discharge its 
responsibility to convert the accu¬ 
mulated dollars into gold. Such a 
conversion would have involved a 
a gigantic drain of gold from U S 
reserves within a relatively short 
period and this might have caused 
a flight of capital from the United 
States. The IJ S Government de¬ 
cided that it would be better in 
these circumstances to deal with 
the situation directly. 

The first measure announced was 
an increase in the discount rates 
of the Federal Reserve Bank, i e, a 
TtW- in short-term rates. Jt was 
made clear that the authorities did 
hot want to allow long-term inte¬ 
rest rates to rise, so that domestic 
investment in the United States 
could continue at a high level. 
However, something had to he 
done to stop the outflow of long¬ 
term capital also. The measure 
proposed to deal with this is an 
interest-equalisation tax which will 
raise the effective rate of interest 
at which foreign governments and 
companies can raise long-term capi¬ 
tal in the United States while leav¬ 
ing the rate of interest actually re¬ 
ceived by U Ss residents at the same 
level. By this method, domestic rates 
are allowed to remain' low. As a 
result the outflow of capital should 
narrow down to a small trickle com¬ 
pared with the flood of recent yeais. 

, U S -borrowing from the Interna¬ 
tional- Monetary Fund is the other 
■ important measure, which together 
with the interest equalisation tax. 
Was announced by tile President in 
Ills special message to Congress. 
This amount will presumably be 
used to pay off the various countries 
with accumulated dollar balances, 
so that,this .conversion operation 
will leave U $ gold reserves untou¬ 
ched. WJrile the overall position of 
Bie iJnited States will remain the 
same whether it allows dollars to 
be / ’accumulated In other countries’ 
reserves, pays ’them from its own 
’reserve* of borrows from the Fund 
in order'to do.so,- she-psychological 
impact’ '•is quite different The 
U S Government has thus managed 




to stave off the crisis that a large 
scale conversion of accumulated 
dollars wouid otherwise have pro¬ 
duced, It remains to he seen whe¬ 
ther the other measures proposed 
will succeed in bringing about a 
more basic improvement in the ba¬ 
lance of payments. 

No Ore far Mangalore? 

J*H E progress of the scheme to 
develop Mangalore into a major, 
all-weather port has been so slow 
that the report appearing in the 
press last week that the. Mysore 
Government Is at 'last beginning to 
sit up and take notice is hearten- 
ing. The Central Budget for 1962- 
63 earmarked Rs 12 lakhs for the 
Mangalore port. The actual expendi¬ 
ture during the year wrs, however, 
only about Rs 4.6 lakhs. The pro¬ 
vision made in the 1963-64 Budget 
is also depressing: it is only Rs 10 
Idkhs, so that (assuming expendi¬ 
ture does not fall short of Budget 
provision this year also) the total 
expenditure on the Rs 15 crore pro¬ 
ject which is scheduled to he com¬ 
pleted by the end of 1966, by April 
1964 would be no more than a bout 
Rs 15 lakhs. 

The reason given for the short¬ 
fall in expenditure in 1962-63 was 
delay in the acquisition of land and 
consequent slow progress of con¬ 
struction work. It is, therefore, all 
to the good that the Stale Govern¬ 
ment’s efforts are centred on speed¬ 
ing up acquisition of land. The 
•Government has ordered acquisition 
of about 1,400 acres and appointed 
a special officer to expedite the pro¬ 
cess. It has also set up a high-power 
committee to study the progress of 
acquisition. It is to he, hoped that 
as- a result of these steps a repeti¬ 
tion of the unhappy experience of 
last vear would he prevented. 

Railway Minister Swaran Singh 
also had a heartening word to say 
about the Mangalore port last week. 
He assured a press conference in 
Bangalore that work on the Manga- 
lore-Hassan railway line was pro¬ 
ceeding satisfactorily and that it 
would be completed simultaneously 
with the port. The railway would 
link the port with the hinterland 
and would be the. major means of 
transport, of goods for export from 
the port, 

-. .There has been, however, one 
major 'development of vital interest 
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to the Manfgalore port project "Which 
has not found a mention in either 
the Mysore Government’s announce¬ 
ment or the Railway Minister’s state* 
ment. This is the reassessment of 
the iron ore reserves position in 
south Mysore. The Mangalore port, 
according to the Third Plan, “is 
proposed to be developed primarily 
tut handle about 2 million tons of 
iron ore expected to be exported 
from Chitaldrug and other mining 
areas in the vicinity of the- port”. 
However, recent investigations, by 
the Indian Bureau of Mines are re¬ 
ported to have indicated that the 
iron ore reserves in this region are 
much less than originally estimated. 
The scaling down of the estimate of 
reserves is believed to be as steep 
as from 276 million tons to a mere 
12 million tons. Another study, this 
time by a foreign team, is reported 
to have cast doubts also on the 
quality of the ore reserves in this 
area. 

Of course, substantial iron ore 
reserves have been confirmed in the 
Bellary-Hospet region in Mysore, 
and the need for a major port with 
modern facilities through which to 
export these ores is unquestioned. 
It has been calculated that the mosi 
important factor determining the 
cif cost of iron ore is sea freight; 
and sea freight i h to a great extent 
affected by the time taken in load¬ 
ing and discharging cargo and by 
the sort of vessel that is used, (see 
the Weekly Note “Exports of Iron 
Ore" in the issue of June 23, 1962). 
This calls for ports which can ac¬ 
commodate large ships and which 
have the facilities for fast mechani¬ 
cal loading. For this reason there 
may still he a case for developing 
the Mangalore port to export Bel- 
lary-Hospet iron ore. But the fact 
will remain that this would mean 
much longer rail haulage of the 
ores than would be the case if the 
exports were made through Marma- 
goa or Karwar. 

Tinkering with Capital Market 

^HE stock markets have bee it in 
the doldrums since the emer¬ 
gency in last October. Share 
values have slumped along a wide 
range and many observers seem to 
think that . there is no quick recovery 
in prospect.- Apart from the pri¬ 
vate sector’s discomfiture from this 
state of the • markets, from time' to 
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time the Government jpi India has 
also felt the need to’ take some 
action to revive confidence. It is 
reported that recently there Juts 
been a series of discussions between 
top industrialists and the Govern¬ 
ment in this matter. 

The reported opposition of cer¬ 
tain sections of the private sector 
to the proposal that the LIC be 
used to support selected scrips is, 
however, not easy to understand. 
Since the LIC was set up,'‘the pri¬ 
vate sector has more than once 
asked the Government to use the 
resources of the LIC in support of 
the investment market. The pre¬ 
sent opposition is said to be on tne 
ground that such support by the 
LIC would involve the Corporation 
in “speculative operations’’ which 
would violate previous assurances 
given by the Government. But, 
surely, if the present level of share 
prices is considered low because of 
lack of investors, the spokesmen of 
the private sector cannot, in tlie 
same breath, judge support by 
the LIC at these levels to he specu¬ 
lative. Or, is it their fear that by 
this support the LIC would gat" 
substantial interests in many com¬ 
panies? 

The latest report from Delhi that 
the. Government of India has ap¬ 
proved a proposal to use the resour¬ 
ces of the Industrial Credit and 
Investment Corporation of India and 
the Industrial Finance Corporation 
to give limited support to the 
capital market by underwri¬ 
ting new issues is indeed a very 
poor outcome of the high-level dis¬ 
cussions that have been going on. 
The two institutions, particulaily 
the ICICI, have been supporting 
the capital market through under¬ 
writing operations almost ever since 
they were set up. Thev have also 
been making judicious direct pur¬ 
chases of the equity of selected con¬ 
cerns and such purchases have pro¬ 
ved useful in a number of cases. 
All these activities will doubtless 
continue, but these are of too small 
dimensions to give a shot-in-the-arm 
to the stock markets, even assuming 
that this can at all be done by 
institutional support. 

Ikeda’s New Cabinet 

Our Japan Correspondent' writes : 
CONTRARY to my belief express- 
^ ed in the last letter from Japan 
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(Special Number, July 1963) 
Eisaku Sato, brother of ex-Prime 
Minister Kishi, has been included 
in the New Japanese Cabinet an¬ 
nounced on July 18. He has been 
given the rank of State Minister in 
charge of Olympic Affairs, Director 
of the Science and Technology 
Agency, etc. There is no dount 
that tiiis unexpected inclusion is 
dye to the advice of ex-Prime Mini¬ 
ster Shigerp Yoshida, the aged 
genro (adviser) o£ the Liberal 
Democratic Party. Four days ago 
Premier ikeda visited Yoshida and 
rumours of expansion of the Cabi¬ 
net followed almost immediately 
afterwards. 

As readers of this column wi|l 
recall, Japanese cabinets are consti¬ 
tuted not on the basis of efficiency 
or ability to handle departmental 
affairs but on the basis of the num¬ 
ber of political followers each mem¬ 
ber is able to bring into the Liberal 
Democratic Party. Immediately 
after Ikeda’s first election three 
years ago, he tried to reconcile in 
the one cabinet members of the 
to jin (career) faction and the 
bureaucratic faction, hut dissatis¬ 
faction between Sato and Kono 
caused a break-up of the cabinet 
and in the second cabinet Sato was 
not included. Having the most 
powerful section of the party out¬ 
side the Cabinet has made things 
difficult for the Prime Minister but 
because of the rapidly increasing 
living standards, the ability of ikeda 
r.ot to offend any person in the op¬ 
position by his “lew posture” or 
polite attitudes, and genera),, good 
luck, the bureaucratic faction could 
not cause excessive harm. But now 
another attempt is to be made to 
bring all the Liberal Democratic 
factions into the cabinet. 

In the new cabinet the Foreign 
and Finance Ministers have remain¬ 
ed unchanged (Masayoshi Ohira 
and Kakuei Tanaka, respectively) 
but the Education Minister has been 
replaced by Hirokichi Nadao, for¬ 
mer Education Minister in the Kishi 
Cabinet. There is also a new ap¬ 
pointment in the powerful Agricul¬ 
ture-Forestry Ministry, Munenori 
Akagi. The Agriculture-Forestry 
Ministry is one of the most power¬ 
ful posts for political patronage 
inside the government. Mr Akagi 
also held a position as cabinet 
secretary in the Kishi government. 


The main criticism of the prevtf*** 
cabinet by the “bureaucratic” wiOg 
of the. party was that Prime Mim- 
•eferffeda had not been outspoken 
enough. I think it is likely that 
the new cabinet will tend to take a 
stronger line than the previous one 
even to the extent o l carrying out 
policies against the wishes- of the 
“man in the street”. One of (he 
most ticklish of these problems 
that of normalisation of relation* 
between Japan and South Kortta. 
At present there is no official diplo¬ 
matic representation, but it is like¬ 
ly that there will he increasing 
trade and aid relations between the 
two countries in the future. A few 
months ago, the Japanese govern¬ 
ment encouraged a semi-govern¬ 
ment agency to give a large quantity 
of surplus grain to the South Korean 
government. For one living in Japan 
it is (indisputable that the ties be¬ 
tween Japan and South Korea 
should be much closer as each can 
assist the other. But thelre is also 
no doubt that there are very strong 
left-wing elements in both Japan 
and Korea which are likely to 
cause difficulties by whipping up 
mass feelings on both sides. ' v 

Another issue on which strong 

feelings are usually aroused is the 
price farmers should be paid for 
their rice. This has now liaCn 
raised by over Y 1,000 per ISO 
kilograms. The price is widely 
regarded as too high, hut necessary 

because so many of the Liberal 

Democrats derive their political 
support from the rural areas’. 

The more difficult question has yhi 
to be resolved which it fixing the 
price at which rice is to be add to 
towns-people. At present there is a 
big difference between the two prices 
necessitating heavy Government ,awb- 
sidies. Here again Prime Minister 
Ikeda has in a sense given in to 
political pressure instead of dealing 
with the problem rationally. It is 
known that the price of rice the 
Government had recommended was 
much below that advocated by the 
Liberal Democratic Party, . . 

Altogether one can expect a slight 
movement to the right during the 
comirlg year, growing bad relation!* 
between the Socialists and (be 
Liberal Democratic Party and . more, 
outspokenness from the cabinet 
members. 
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Jf'/to Lead* the GOl? 


£URIOSER and curioser becomes 
the situation in the Capita). 
Naturally, for the moment, all con¬ 
versation converges on the reported 
mobilisation of the Chinese armies 
in Tibet — a fact which is challeng¬ 
ed by supposedly well-informed 
western observers and rejected out¬ 
right by Peking, but which is power¬ 
fully asserted by the G 0 I. In¬ 
deed, these mobilisations have been 
so frequently reported over the past 
few months that even in official 
circles there is a tendency to adopt 
a wait-and-see, non-commital atti¬ 
tude about what is impending along 
the Himalayan border. Only the 
stock markets respond, with ‘pro- 
minent operators’ always managing 
to unload holdings just before these 
reported mobilisations are an¬ 
nounced ! 

It must be admitted that on this 
occasion officials have acted on a 
rather elaborate scale. Top Cabi¬ 
net Ministers have returned to 
Delhi. The Army Chief was also 
summoned from his foreign tour. 
The representatives of the non-align¬ 
ed nations were called for a brief¬ 
ing. And our ambassadors abroad 
were requested to keep foreign 
offices around the world posted with 
the latest facts. Now, if nothing 
happens, we are going to appear 
thoroughly ill-informed and seem¬ 
ingly incapable of understanding 
what goes on along the Himalayas. 

China's Motivations 

Basically, the trouble is that the 

S ntlemen who interpret the deve- 
jmente along our borders do not 
make any sustained or probing study 
of the motivations of a power like 
China. In their limited diplomatic 
vocabulary, a mobilisation some¬ 
where in Ladakh or in the North- 
East inevitably suggests an invasion. 
No attempt is made by them to lo¬ 
cate possible limited objectives 
which the Chinese may be pursu¬ 
ing, Several theories are current, 
including the explanation that the 
‘mobilisations’ are an attempt to 
make the army in Tibet self-tuffi- 
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cient and no longer dependent on 
a H,000-mile communication link 
with China. Another interesting 
theory suggested to me recently is 
that Peking intends to make India 
talk of ‘imminent invasion’ over 
and over again until the world is 
so sickened by this performance 
that it begins to accept the Maoist 
charge that Nehru is an adventurei 
who assumes certain postures in 
order to ‘squeeze’ aid out of the 
West. 

Actually, this is precisely the 
impression that is beginning to take 
shape. Foreign diplomats in the 
Capital now joke among themselves 
about the similarities of invasion¬ 
forecasting and weather-forecasting. 
The joint air exercises and the 
V 0 A deal are described as mark¬ 
ing the beginning of ‘aligned non- 
alignment’. Only the representa¬ 
tives of the Afro-Asian group are 
perturbed because they feel that a 
friend is making an unnecessary 
mess of his case and losing out to 
an unscrupulous enemy. In their 
own way these elements have tried 
to help India realise that there is a 
possibility of China, mobilised and 
all, accepting the Colombo propo¬ 
sals, and that Delhi should move 
diplomatically with this possibility 
in mind. But nobody in a position 
to influence policy has responded. 

Bole of Bureaucracy 

Of course, there is a small and 
coherent group which firmly beli¬ 
eves that Peking will launch another 
limited attack to topple the Nehru 
government, to baptise India’s com¬ 
mitment to the West and to drive 
another nail into the coffin of the 
communist co-existors. It is an 
attitude now reinforced by the 
theory that the Sino-Soviet split 
will encourage Peking’s adventu¬ 
rism, While this group stands on 
the outer fringes of policy-making, 
it has apparently made a sizeable 
impact on the bureaucrats who 
handle our foreign policy. For, 
what other reason could there be 
for these repetitious reports about 


an ‘imminent invasion’ along the 
Himalayan border? This extra¬ 
ordinary state of affairs needs study 
and investigation, to say the least. 

That the Prime Minister is a party 
to this rather inept diplomacy no 
longer surprises. He is too over¬ 
whelmed with routine decisions and 
the business of ‘meeting-the-people’ 
that he has little time for anything 
else. The V 0 A experience has 
made it clear that it is possible for 
a small and determined group of 
policy-wreckers to push in secrecy 
the most disastrous of schemes 
through governmental procedures 
and to obtain the assent of an over¬ 
worked and exhausted leadership by 
twisting the real objectives of these 
foreign sponsored projects. The 
V 0 A agreement, in fact, caused 
the greatest surprise in the U S State 
Department — and rightly so, for 
while it broke the back of our non- 
alignment policies, it had the ‘okay* 
of the Prime Minister. Similarly, the 
joint air exercises. The way in 
which they have been elaborated 
suggests that there is little point in 
having them at all. But who will 
say so? 

A New Morarji 

Cerainly not the Prime Minister. 
He feels the absence of trusted" poli¬ 
tical colleagues and is now too easily 
swayed by those bureaucrats who 
can fill his ears with their ‘research’. 
He does not have political assistants 
who can sift the material. Certainly 
not the Defence Minister. For seve¬ 
ral months now, he has been un¬ 
happy and frustrated. Too much 
interference. Too little over-all 
direction. He would much rather 
be back in Bombay — possibly in 
November when the Union Cabinet 
will be re-shaped depending on 
whether the deputy leadership is to 
pass to I.al Bahadur Shastri or 
Morarji Desai. Both now seek the 
shadow of Nehru, the latter sur¬ 
prisingly enough, with a bold 
Nehruist line. Until the decision 
on the deputy leadership is taken, 
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we will continue to wait for the 
clarification of policies and per¬ 
spectives. 

At the moment, the betting in 
alert political circles is 60 : 40 in 
favour of Lai Bahadur Shastri. He 
is non-controversial, retiring, cau¬ 
tious, able to meander through the 
factions which riddle the party in 
power, an image which might pre¬ 
serve the amorphousness of the 
ruling Congress Party. But u new 
Morarji Desai looks like emerging, 
politically flexible, receptive to 
fresh ideas, less dogmatic, seem¬ 
ingly anxious to press forward with 
the policies associated with the 
Nehru era. The post-budget reac¬ 
tions are believed to have streng¬ 
thened his resolve to plan for a 
society which can resolve the con¬ 
tradictions between defence and 
development. Many political sur¬ 
prises are in the offing. 

Even as large sections of the 
newspaper-reading public look 

around for a leadership which 
makes sense in the changed condi¬ 
tions of today, and the speculation 
on Chinese intentions grows, Delhi 
will soon yawn hack to life with 
Parliament re-conveniug. Every¬ 
thing is conspiring to make August 
a rather tempestuous month. The 
V 0 A deal will he under heavy 

attack. Advance radar crews will 
he reaching India to spark beginn¬ 
ing of the joint exercises. The Com¬ 
munist Party will he organising the 
protest march against rising prices 
and taxes to Delhi. Other opposi 
tion groups will be demonstrating, 
boycotting or launching strikes. And 
the Chinese will be massing in 
strength along the holder. The 

Pakistanis, too. in collusion or other¬ 
wise — that is, if the assumptions 
of the Ministry of External Affairs 
are correct. 

Fundamental Ailments 

In addition, MPs are likely to 
lie terribly upset by the official an¬ 
nouncement from Washington that 
there will be no decision on the. 
Bokaro Steel Plant this year. This 
massive project, vitiated bv too 
much publicity and the activities of 
an Indian private seetdr lobby in 
the USA, will probably never be 
launched. Next year, the US pre¬ 
sidential elections will again force 
a postponement of a decision. And 
Indian planning, capable of all 
kinds of dilly-dallying, will have 


to face the brutal fact that it can¬ 
not do without the steel which Bok¬ 
aro was to make available — parti¬ 
cularly now, when the demand is 
mounting from both the defence 
and development sectors. These 
facts, together with the report that 
a World Bank study of the Third 
Five Year Plan is most critical: of 
our efforts, should inject further 
excitement into the Parliamentary 
proceedings. 

In whichever direction one turns, 
there is the same story of ad hoc 
decisions, often conflicting, no 
clear-cut idea as to objectives, and 
policy-making through hunches or 
momentary impressions which can 
be as varied as the policies enunci¬ 
ated. The disease which afflicts us 
is not spread by this or that leader. 
It seems that we have got used to 
a way of work which feeds confu- 

.4 Calcutta Diary 

A Genius and 

THE (rovernnient of West Bengal 
lately displayed its concern 
over the State's film industry. 
Mother India's pride — and sorrow. 
A Him fnquirv Committee has been 
in existence for some time: and 
Mr Justice K C Sen reportedly ex- 
nects to submit his report “soon". 
Meanwhile the Covemment has 
decided to underwrite creditworthy, 
whatever that means, film producers’ 
efforts, which will enable then) to 
pet loans from the Film Finance 
Corporation. After its brilliant 
success in the deeo sea fishing busi¬ 
ness. which is to he wound on shor¬ 
tly after sinkin? lakhs of rupees 
from public binds, the Government's 
venture into the film industry will 
be watched with more anxietv than 
hope. What is not in doubt is that 
the. industry’s 30,000 emnlovees 
face uncertainties out of all pro¬ 
portion to its international prestige, 
that the market for Bengali films is 
“brink'll^ not only outside West 
Bengal but in the State itself, thai 
somebody ought to do something 
about it all. 

The Government has in fact been 
in the film business for some time: 
and that is what worries friends o f 
the cinema. Apart from producing 
a number of documentaries, mostly 
indifferent, the Government was in 
some ways associated with Satvaiit 
Ray’s “Pather Panchali”; it is the 


sion. Only a drastic overhaul of ■ 
the system, and the outlawing of 
many supposedly ‘respectable’ no¬ 
tions inherited from the British 
Raj, can free us from the grip of 
a self-imposed paralysis. Perhaps, 
Parliament would do well to reser¬ 
ve a few days to debate these funda¬ 
mental ailments. 

However, if we continue to shy 
away from fundamentals and lose 
ourselves in the superficial play of 
personalities in politics we will perf 
sist in the intolerable habit of spea¬ 
king in many voices and in subtle¬ 
ties which only we can understand. 
And that old question will continue 
to form in all its harshness : Who 
leads the G O 1 ? A shattering ques¬ 
tion for a nation which claims to 
be preparing for the ‘ take-off ’. Even 
more shattering is our inability to 
answer it. 


A Government 

profits from this film, a classic, 
which went into financing the Film 
Finance Corporation. And thereby 
hangs a tale, which does little 
credit to anyone except Satyajit 
Ray who, significantly, has not 
made a second film with help from 
the Government of West Bengid . 
despite overtures from Writers’ 
Building. How did the original 
association come about? 

The Go-Between 

The late Ur B C Roy was justly 
renowned for his many qualities. 
Love of the arts, however, was not 
one of them; he did not mind say¬ 
ing what a Philistine he was. (It 
still breaks a great Bengali nove¬ 
list’s heart that Dr Roy never got 
his name right.) The story, mother¬ 
ed perhaps by only a little malice, 
is that when Satyajit Ray was 
stuck with his unfinished film and 
could borrow no more from any 
quarter, someone related to Ray 
approached Hoy. The latter would 
not hear of any such nonsense as 
his Government financing an arty- 
craftv film by an unknown crank 
crazy enough to chuck a good job 
as a commercial artist to stake hjg 
all on a film that did not even pre¬ 
tend to he popular. Pleading cqp-, a 
tinued, for the woman concerned is 
nothing if not persistent. She knew 
her Dr Roy. When every othei 
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vjg, argument had failed to make the tions on community development 
*%htest impression on the Chief were tagged at the end to convey 
Minister the said 1 k»w sad it would the impression that, although rural 
be if a gifted Ilrahmo young man life in Bibhuti Bandyopadhyays 
failed to finish hi» film for want of time had been miserable enough, 
I,' 1 ,, funds; and this when the great Dr it was all very different now after 
Roy himself was the Chief Mini- years of Dr Roy. It may not be 
ster, true that Satyajit Ray seriously con- 

The greatness. Roy’s, is suid to templated suicide. The film was 

have broken the ice; it melted into saved only after very high-level m- 

money at the mention of the magic tervention. To such fortuitous cii- 

word •‘Hrahmo”. Allowing for «un.stai.ees does the world owe its 


exaggeration, it seems quite jiossi- 
ble that the film might not have 
been made at all if the aforemen¬ 
tioned arguments bad not arranged 
themselves as related. The film 
unmade, Satyajit Ray might still 
have been an unknown genius; the 
Indian film industry might .still have 
been known abroad by "Aan’’ and 
“Awara* 1 ; P S Mathur, the Dirertoi 
of Publicity, might still have been 
without the President's medal; there 
might have been no Film Finance 
Corporation at all. 

Kn 1 1 Ends 

This, however, is not the end of 
the story of “‘Pathei Panrhali". 

When the film had been completed, 
it was reported to Dr Hoy that the 
end-product was depressing in the 
ext/eme and that its exhibition 
abroad would give foreigners a 
dim view' of the brave new India 
created by Nehru. Roy & Co since 
independence in 1947. Publicity 

expert Mathur was not lacking in 
ideas; it was Ins serious suggestion, 
noted in files at considerable length, 
that the film could he leleased only 
if two reels of one of his own crea- 


mastrrpieces. 

It is this same Government which 
is now coming to the aid of West 
Bengal's dying film industry. Since 
monev is about the only thing it 
mav lie aide to contribute to the 
making of films, it is being sug¬ 
gested that money is all the industry 
needs for survival. No film is 
made without money; no good film 
is c\ei made only with money. 11 
needs to he made quite clear that 
Satvajil Hay is totally unrepresen¬ 
tative of Bengal’s film makers, that 
his is a lone genius, that his .suc¬ 
cess has ,lulled a whole lot of light¬ 
weights whose ambitions bear no 
relation to their talents. 

What to Do 

What, then, is the Government of 
West Bengal going to do ? If it 
wants its money hack, it will have 
to hack “popular" films, which will 
he Bengali only in thcii dialogue. 
When tile Government speaks of 
limited opportunities of exhibition 
fot Bengali films, it does not face 
up to the unpleasant truth that the 
taste of Bengali film-goers has been 
so debased that they have to he 



coaxed or forced to see Bengal: 
films; left *to themselves they woulo 
rather see the Hindi cheesecake 
made in Bombay and Madra- 
Hence exhibitors prefer Hindi film- 
to Bengali. !t is easier to make 
more houses than to pack them with 
paying audiences, A people get tin 
film industry it deserves; to seek .< 
solution of the Bengali film industry -, 
troubles without a closer look at the 
state of Bengali taste in entertain¬ 
ment is to court disappointment. 

lama of Character 

Then there is the suggestion o! 
dubbing Bengali films into olhet 
languages. As if it were only, m 
even mainly, a question of language! 
It had better be understood that the 
Bengali film and the Hindi film air 
made bv and for two very disparate 
classes of people. Like Bengali 
literature*, the Bengali film's pro¬ 
ducer as well as consumer is the 
middle class, a class flourishing 
only in numbers and declining in 
all else. The Hindi film is made 
for a vast proletariat, daily getting 
vaster, vnlgarer and richer. It L 
altogether an illusion that one can 
meet the other’s demands without a 
complete transformation of the 

essential character of one or the 
other. Thorp is no evidence that 
the Government of West Bengal has 
the faintest clue of what it is up to 
— except, of course, wasting public 
money for an undefined and un¬ 
attainable purpose. Another deep 
sea fishing project, in fart. 

— FlibbertTgibbet 
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r £V!E argent need for radical re¬ 
thinking on the allied problems 
„f aid, trade and international liqui¬ 
dity, have been brought into promi¬ 
nence once again by the recent 
moves of President Kennedy to deal 
with the persistent balance of pay¬ 
ments problem of the U S. The Ken¬ 
nedy administration inherited the 
deficit from the Eisenhower admi¬ 
nistration, but until recently, has 
)>eeri unwilling to take more than 
stop-gap action to deal with the pro¬ 
blem. There is a growing realisa¬ 
tion that these piecemeal measures 
will no longer work. Hitherto, the 
l T S has persuaded foreign Govern¬ 
ments and Central Banks, to hold 
dollars which they would prefer to 
convert into gold and has built up 
a system of temporary swap arrange- 
nients in order to defend the dollar. 
European bankers, however, are be¬ 
ginning to look upon these arrange¬ 
ments with suspicion, in view of 
the persistence of the U S balance 
of payments deficit. The willingness 
of Continental countries to go on 
adding to their dollar stockpile has 
weakened. It is perfectly true that 
there are a number of measures 
which the US could take to deal 
with this problem, us, for example, 
increasing the price of gold, but 
this the administration will not even 
consider. Reductions could, of course, 
be made in US defence and econo¬ 
mic aid, but since much of this is 
tied to American exports, the net 
effect on the balance of payments 
would not be very helpful. 


Turning Point. 

The new departures made by the 
Administration include the $500m 
standby arrangement with the Inter¬ 
national Monetary Fund. This is the 
first time since the present inter¬ 
national monetary structure was 
created at Bretton Woods, that the 
U S has entered into a standby ar¬ 
rangement with the IMF which 
would enable it to draw up to 
S 500 m (£ 180 m) in the 12 months 
from July 22, This is a sign of the 
changing pattern of the monetary 
world. 

The decision of the U S to ask 
the IMF for help to stem the out¬ 
flow of gold is a major turning- 
point in international monetary 


on International Liquidity 


affairs. It marks the end of the 
post-war dominance of the dollar, 
or rather it confirms a state of affairs 
that has been generally recognised 
for the past two or three years. The 
significance of the move is greater 
than the amount involved. The IMF 
has too many dollars and too little 
of other currencies, to accept dollars 
in repayment of loans. A debtor 
country will now be able to buy 
other convertible currencies from 
the U S for dollars and avoid strain¬ 
ing American gold reserves. But the 
really significant result of this deve¬ 
lopment is that it will make appli¬ 
cations for standby arrangements to 
the 1 M F far more automatic and 
frequent than they have tended to 
be so far. It could he the first step 
towards making the use of Fund 
resources a technical arrangement, 
rather than a crisis operation. 

It is also, as President Kennedy 
promised, a prelude to a proper 
examination of the whole interna¬ 
tional monetary system. The way 
now seems clear for an exploratory 
discussion of the problems at this 
year’s IMF meeting in Washing¬ 
ton at the end of September. 

Wilson's Proposals 

There is, however, no evidence 
that the U S administration may at 
last be willing to discuss plans to 
increase international liquidity by 
agreeing to changes in international 
financial arrangements. Perhaps at 
the next meeting of the Internation¬ 
al Monetary Fund in September, a 
more positive attitude will be taken 
by America on the many schemes 
which have been put forward in the 
past to deal with the obviously in¬ 
adequate gold exchange standard. 

Schemes for improving world 
liquidity are legion; to name but a 
few: the Trillin plan, the Bernstein 
plan, the stamp plan, the Maudling 
plan or the Roosa plan. 

During hi» visit to Washington in 
May, Mr Harold Wilson also put 
forward a proposal for reforming 
the International Monetary Fund so 
as to increase world liquidity. His 
proposal aims at a reformed Inter¬ 
national Monetary Fund with full 
central banking powers and the 
capacity to create additional liquid 


(reserves. This will he achieved by 
giviqg the I M F full powers to issue 
certificates “in terms of gold and 
equivalent to gold” to countries 
with payments difficulties, and Un¬ 
employed resources. He suggested 
that the IMF should assign £200 to 
to £ 300 m of these certificates aq;, 
nually to a new international invest¬ 
ment fund, to link the needs of the 
under-developed countries with the 
unemployed resources of the indus¬ 
trial nations. 

Inherent Contradiction 
There is no doubt that interna¬ 
tional trade will never increase as 
rapidly as it should, as long as the 
monetary system remains what it is. 
While speedy and effective action to 
increase international trade is be¬ 
ing endorsed through GATT and 
suggestion* are made to remove and 
reduce tariffs, quantitative restric¬ 
tions and other barriers, it is ironic 
that the more successful these efforts 
are, the quicker the international 
trading system is liable to be faced 
with a shortage of liquidity. 

Because of the continuing obses¬ 
sion with gold, the growth of world 
liquidity tends to be limited by the 
growth in free gold supply, regard¬ 
less of the needs of expanding world 
trade. The present gold exchange 
standard system is self-contradictory 
and must sooner or later end in 
crisis. It has been rightly said that 
the gold exchange standard “has a 
built-in disequilibriating mechanism 
which tends to act against the 
balance of payments equilibrium of 
key currency countries”. He points 
out that the American deficits of 
recent years have maintained the 
world monetary system in a condi¬ 
tion of liquidity, while sapping, at 
the same time, the foundations of 
confidence in the dollar. Examina¬ 
tion of the U S and British econo¬ 
mies shows that what is wirong 
about the “key currency system” is 
not any weakness of the key cur¬ 
rency countries; the fault lies in 
the mechanics of the existing inter¬ 
national monetary system. 

As The Economist points out, 
under the present international 
monetary system, if the United 
States manages to wipe out its defi- 
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cil in international balance of pay¬ 
ments, which is at present running 
at a rate between $ 3,000 m and 
4.1,500 m a year, this means that 
the balance of payments of the rest 
of the world would then necessarily 
have to deteriorate by an exactly 
equal amount. This deterioration 
would have to be in the combined 
payments |>osition of Britain, West¬ 
ern Europe, Canada, Australia and 
japan. In order to avoid this, ob¬ 
viously another $.'1,000 in or 
$ 1,500 m a year of new internation¬ 
al liquidity should be created. The 
best and also most idealistic method 
would be to establish a new inter¬ 
national central bank which would 
create $ 3,000 m to $ .‘1,500 m a year 
of new deposits with itself which it 
could put to the credit of under¬ 
developed countries; when they 
spend these newly-created funds the 
export earnings of whichever deve¬ 
loped countries provides goods more 
competitively on the market will go 
up. 


II S Still (Umlioun 

At a meeting of the, European 
League for Economic Co-operation 
in Brussels in June, Sii Roy Hurrod 
put forward a plan of his own for 
enabling the II K and tin* II S to 
lower their internal interest rates 
without facing a dangerous outHow 
of foreign-hold capital. He pointed 
out that the payments problems arise 
from the high level of balances of 
the two icserve currencies, the 
dollar and sterling, held outside 
their own countries. The ratio of 
the foreign balance of these reserve 
currencies to the gold reserves of 
the U S and Britain has caused 
much anxiety. The U K has been 
dogged by these anxieties ever 
since the end of the war, and in the 
last few years they have spread to 
the U S. 

' It is no secret in Washington 
that the Secretary of the Treasury, 
Mr Dillon, has been reluctant to 
attack the long range problem of 
liquidity until the I 1 S can enter 
such negotiations with its balance 
of payments position secure. Rut 
there are influential economic ad¬ 
visers who question whether Mr 
■ Dillon's cautious approach can 
work. And their questioning has 
token on more force with the worsen¬ 
ing of the payments deficit. The 
Pwiaident said, during his trip to 
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Europe, that “the great free nations 
of the world must take control of 
our monetary problems, if these 
problems are not to take control 
of us". 

In this connection, a special en¬ 
quiry into the U S balance of pay¬ 
ments outlook, conducted by the 
Brookings institution at the request 
of the Administration, is particular¬ 
ly interesting. The main recommen¬ 
dation of this report is a strong 
plea to the Kennedy Administration 
to press immediately for an agree¬ 
ment to strengthen world liquidity 
and to create new institutional ar¬ 
rangements for financing deficits in 
international payments. The study 
takes an optimistic view of the pay¬ 
ments outlook, believing that the 
“basic deficit” (excluding short¬ 
term capital (lows) will be elimina¬ 
ted or possibly converted into a 
surplus by I960. But it warns that 
a surplus, even if attainable, will 
not restore the dollar’s former pre¬ 
stige. free the U S from undesirable 
constraints, nor provide for the 
necessary expansion of world mono- 
tiny reserves. It is clear, therefore, 
that the present problem is not pri¬ 
marily a balance of payment" pro- 
Idem. More fundamentally, the 
problem is the inadequacy of the 
international liquidity in relation to 
the world’s requirements. The Re¬ 
port refers to "the basic inadequa¬ 
cy” of the world monetary mecha¬ 
nism which obliges deficit countries 
to achieve equilibrium only by 
sacrificing economic growth and 
other vital objectives. The dilemma 
can only be overcome by devising 
new means of increasing world re¬ 
serves. Since 1950 most of the 
increase has taken the form of 
liquid dollar claims, but this can - 
no longer he relied upon, since 
neither the II S nor any other coun¬ 
try willing to allow its currency to 
be used as international reserves, 
can be confident that the holders 
will keep their reserves in the form 
of this currency over a long period. 
After noting the increasing reluc¬ 
tance of Western Europe to con¬ 
tinue propping up the present dollar 
exchange standard the study pro¬ 
poses arrangements that would 
permit the liquid claims of surplus 
countries and the. liquid liabilities 
of the deficit countries to be deno¬ 
minated in an international unit of 
account, either with the I M F or 
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with a new international payment* 
union associated with it. Thin 
would involve curtailing the rote 
of the dollar as a reserve currency. 

Common Market View 

If this could not be agreed upon, 
an alternative suggested by the 
report is a dollor-sterling bloc 
(consisting of the U S, the U K, 
and countries economically aligned 
to them, including Scandinavia, 
Latin America and much of Asia 
and the Middle East) and an EEC 
bloc (consisting of the EEC and 
associated countries). This pro¬ 
posal envisages relatively fixed 
rates within each bloc and flexible 
rates between them. Such a system 
would eliminate the deflationary 
bias inherent in fixed rates with 
inadequate liquidity. 

There are now signs that the U S 
Treasury, which has opposed change, 
is gradually coming round to a 
more liberal view. Even Mr Roosa 
was quoted as acknowledging that 
a monetary system based solely on 
the dollar was becoming lopsided. 
Although the Americans are still 
maintaining that long-range re¬ 
form of the international monetary 
system is not the solution to their 
present difficulties, President Kennedy 
lias at least said that he will con¬ 
tinue to discuss such plans with 
other countries. This is a clear 
indication that there has been a 
change of heart about reforming 
the present international monetary 
system. White repeating that there 
will be no change in the gold price, 
and stressing that “careful joint de¬ 
liberation’ is necessary President 
Kennedy . has said that the US 
intends to discuss possible improve¬ 
ments in the system. The main 
difficulties will come from the Con¬ 
tinental countries: the prevailing 
Common Market view is that there 
is nothing wrong with the inter¬ 
national liquidity system that could 
not be cured by a decision on the 
part of the U S and the U K, the 
principal deficit-prone countries, to 
mend their ways. Judging by his 
initial statements, this is a view 
that seems to he shared by the new 
managing director of the Inter¬ 
national Monetary Fund. 
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Nehru in Andhra 




J^EHRIFS visit to Andhra has seen 
the emergence of a new theme 
in his political pronouncements. 
Since the emergency he had been 
emphasising defence of the national 
policies of non-alignment against 
vociferous critics of the Right. TTiis 
he continues to do, but spiced with 
special pleading for the consistency 
of the joint air exercises with non- 
alignment. Such defence of non- 
alignment will find few opponents 
on the Right — Rajaji, after all, 
has said that handing over of our 
entire defence to the West is quite 
compatible with non-alignment. 

The Prime Minister Has reiterat¬ 
ed the continuing danger from 
China. He has also talked of the 
menace from Pakistan but in a 
more subdued key. It is almost as 
if Pakistan is a threat only via 
China. One wonders whether this 
weighing of menace is either quite 
accurate or whether its subtlety 
made much sense to the enormous 
crowds which greeted him where- 
ever he went. 

The new theme, however, which 
he took up in every one of his 
speeches here, was the danger from 
mass agitation. He named no 
names and used the general um¬ 
brella-term of opposition but the 
specific reference to signatures and 
marches indicated clearly enough 
that it was the Community Party 
and other Left parties’ campaigns 
that he had in mind. 

There was quite a touch of banter 
in his approach. He said that the 
opposition parties consisted of men 
with no courage, lacking the sta¬ 
mina to persuade people to accept 
sacrifices. They were keen cm 
tamashas, on making a noise, he 
said. 

Congress Tamashas 

The less said about tamashas the 
better. Even his presence in Hyde¬ 
rabad and the nuclear test-ban 
treaty could not steal the headlines 
in the southern press from the Con¬ 
gress circus in Uttar Pradesh. 
Nearer was another fun fair in the 
probe demand by the organisational 
wing or the Kerala'Congress against 
the Chief Minister and one of his 
colleagues. And right in Hydera¬ 


bad, press correspondents noted 
with appropriate cynicism the rush 
of Congress notables at Begumpet 
airport when La! Bahadur Sh&stri 
arrived — for Congress organisa¬ 
tional elections and the appoint¬ 
ment of returnir|g officers are 
round the comer. 

It was noticeable to the point of 
embarrassment — especially at the 
very large public rally in Hydera¬ 
bad — that the audience just would 
not allow local Congress dignitaries 
to address diem, even when they 
were exhausting the stock of super¬ 
latives in Telugu to praise the 
Prime Minister. It was Nehru 
alone they wanted to see and hear, 
even though he spoke in Hindustani 
and in a fatigued voice without even 
the occasional flash of fire that 
normally comes and lives in the 
mass memory. 

The Image Persia!* 

Apart from the theme of “no 
agitation till India is free from 
peril” — when will that day come? 

'— what was new was the lack of 
argument. The sponsors of the 
signature campaign and the pro¬ 
posed march to Delhi have very 
clearly laid down alternative me¬ 
thods of raising resources — natio¬ 
nalisation of banks, oil and the 
export-import trade. Morarji and 
a few others have at least had the 
courage to reject such measures. 
The silence of the Prime Minister 
was discreet but unexpected. 

He certainly can feel the pulse of 
the people — hence the new theme. 
Very many, perhaps, a majority, 
of those who sat and looked at him 
had already signed the petition of 
the “ agitators ” or would soon do 
so. They could not find the contra¬ 
diction between their adoration and 
their action. But the Prime 
Minister obviously could. 

Amorphousness, to borrow a 
term from Romesh Thapar’s article 
in the latest Special Number, can 
survive a further shift to the Right 
but not the mass pressure for radi¬ 
cal democratic policy and institu¬ 
tional changes. India may be a 
mixed country but to the vast mas¬ 
ses who throng wherever be goes, 
Nehru is not a symbol of this mix¬ 


ture. He remains a symbol of 
radicalism and, whatever he may 
say, his presence always makes 
alive the strong radical orientation 
of the Indian national movement. 
Hence, the Right always hopes that 
the Nehru magic or era is over. 

Meeting the people and hoping to 
stave off agitations was not, how¬ 
ever, the only reason for the fairly 
long stay at Rashtrapati Nilayam. 
There was an evident desire to get 
away from the pressures of Delhi 
and to think out some sort of solu¬ 
tions for the problems of policy 
and administration. The sudden 
air dash by Kamraj and Subrama- 
niam was made, it is widely re¬ 
ported, on the Prime Minister’s 
request. 

There is strong speculation that 
Kamraj would lead the way in 
leaving Ministership and going over 
to organisational work. And, des¬ 
pite talk of recent personal friction, 
in that case Subramaniam might 
take over as Chief Minister in 
Madras. This would give yet another 
chance to Nehru to do a Cabinet 
reshuffle, even if other Ministers did 
not follow Kamraj’s example. It is 
also said that the strong man froth 
Madras came to make a powerful 
plea for the scrapping of the Com¬ 
pulsory Deposit Scheme, or at least 
for exempting the agriculturists 
from its coverage. 

Minister* in Humbler Post* 

The idea of voluntary return of 
powerful Ministers to humbler orga¬ 
nisational posts has caught the 
imagination of quite a few seasoned 
political commentators and some 
journals and papers, rightly reput¬ 
ed for their leftism, have seen in 
it a possible way out of the present 
impasse of wrangles, paralysis and 
erosion of popular faith in the 
Congress, which, they feel, is still 
committed to non-alignment and the 
socialist pattern of society. 

It is not to be denied that the 
implementation of this idea may do 
the Congress a oertain amount of 
good. A certain activisation of the 
organisation and a better machine 
to face feudal loyalties and com¬ 
munal passions might become 
possible. Some education of the 
rank-and-file Congressman and the 
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more active Congress voter in the 
fundamentals of Congress ideology 
might also result. 

Beyond this nothing else can be 
achieved by this particular panacea. 
The Congress is the ruling party 
and its chief function must be to 
rule. The best talents must be 
concentrated on this crucial job, 
unless we are to hand over the reins 
of power to the civil and military 
bureaucrats — and get more Voice 
Of America deals! 

Besides, there has never been a 
lack of switches and transfers from 
Ministerships to organisational jobs 
and vice vena. The Andhra Chief 
Minister’s post and the office of the 
Congress President have been ad¬ 
orned by Sanjeeva Reddy and 


Sanjeevaiah without any noticeable 
difference at either end. Atuiya 
UGhosh in West Bengal is more 
powerful tljan P C Sen but this is 
hardly a cause for joy. And Kam- 
raj quite over-shadows whoever is 
the Congress chief in Tamilnad 
without this leading to disaster or 
chaos. 

JLimiU of Amorphousneu 

To put thjs idea forward as the 
prescription for India’s ills is to 
avoid the main issue. Whether in 
ministerial or in organisational 
offices, the problem is the same—to 
what end is power to be used. We 
arc reaching the limits of what can 
be achieved by the politics of amor¬ 
phousness. This does not mean 
that the day-after-tomorrow either 


August 3, 

revolution or disaster will visit us. 
It does mean that under the banner 
of this type of politics we can only 
become a second class and a second- 
rate nation. We cannot measure 
up either to Our potentialities or to 
the expectations of the world. We 
can creep along in a world that 
leaps ahead. Amorphousness is 
rightly associated with the smell of 
swamps. 

Thus, if this bright new idea is 
all that catches Nehru’s imagina¬ 
tion, the immediate future is dim. 
Yet there is hope. The enormous 
pull of the Nehru image, which is 
the pull of radicalism, shows signs 
of taking some form as the push of 
radical mass activity. This, too, 
the Prime Minister might have felt 
while in the South. 


Letter from America 


The Conservative Challenge 


JJARRY COLDWATER is riding 
high. The Gallup polls and 
‘grass-roots’ movements boisterously 
indicate that he is the GOP’s leading 
contender for the 1964 Presidential 
nomination. Also, the Senator him¬ 
self is less reticent now than two 
months ago about his desire for the 
Presidency. Goldwater fans think 
their man is already committed 
to the race and “cannot turn off a 
prairie fire with the twist of a 
wrist”. Goldwater is a reassuring 
name to many Republicans who, 
despite a succession of ‘liberal’ 
Presidential candidates, have al¬ 
ways wanted to put up a candi¬ 
date who would represent the old- 
line political philosophy against 
Democratic New Dealisrrf and New 
Frontier programmes. 

Republican Nomination 

Aside from the much publicised 
grass-roots sentiment there are some 
detached observers who also feel 
that the case for a Kennedy-Gold- 
water race is a good one. For this 
would pit the twentieth century 
against the ninteenth — as many 
people would have it — and give 
the country clear-cut political al¬ 
ternatives. Certainly, fo^g, long 
time in the past the country’s 
Presidential contest has been de¬ 
void of any real ideological con¬ 


frontation. Let, therefore, the 
people at last fight out the issues 
at the polls. 

All this, however, should not im¬ 
ply that the Republican nomination 
for 1964 is going to be an feasy 
matter. Already, in the face of the 
Goldwater boom, a slowly expand¬ 
ing list of ‘favourite sons’ has be¬ 
gun to show itself. Evidently, also, 
‘dark horses’ will continue to show 
up, although none will probably be 
able to catch up with the Arizona 
Senator’s charisma or national 
popularity. The ‘favourite sons’ 
list — with the wavering spotlight 
falling now on Pennsylvania’s 
Scranton, now on Michigan’s Rom¬ 
ney -— is a barometer of the Repub¬ 
lican inner party weather. 

The inner party political weather, 
though not quite turbulent at the 
moment, does contain germs of a 
possible storm right before the 
Convention time. There are strong 
pressure groups which may not he 
able to come to terms with each 
other, especially when there is not 
a single ‘liberal’ around who is 
nearly as well known nationally 
as their principal ‘conservative’ ad¬ 
versary. Nixon is already out of 
the running and Rockefeller may 
even be deliberately fading from 
the picture. In fact, the Governor 


himself seems to have read his last 
gubernatorial results carefully to 
that his matrimonial plans were the 
result of much more cool-headed 
thinking than most people still be¬ 
lieve. Rocky, it is said, has al¬ 
ways got what he has wanted. But 
the fact also remains that he has 
always taken care to know which 
moons he could not ask for. 

Opposition to the Conservative* 

The strongest opposition to the 
Conservative line of thinking has 
come from the Eastern wing of the 
party and the big city-states of die 
North. Together they provide a 
large share of the Republican elec¬ 
tion money and, accordingly, wield 
considerable power. They strongly 
differ with the pro-‘conservatives’ 
on matters of election strategy 
which, however, betrays an amount 
of Eastern and Northern parochia¬ 
lism. They simply do not want 
to stake their own Senate seats 
and Governorships by hacking the 
‘conservative’ creed. To them, the 
re-election of Senators such as 
Keating and Scott seems to be 
more vital than an ideological 
gamble involving uncertain re¬ 
turns. The big city-states’ resis¬ 
tance has been a source of much 
bitterness in past conventions, 
especially in 1952 when the late 
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'l Senator Taft wa t let down by the be bought with the high-powered 
Easterners. 


While, therefore, all this furore 
over tire Go id water nomination goes 
on, the ‘liberal' wing will be Jixely 
to continue weighing their favou¬ 
rite* against each other hoping for 
the emergence of one figure wno 
could , crystallise antj-Goldwaler 
sentiments. If the past pattern 
ha* to repeat itself, the ‘liberal’ 
thus selected would obviously re¬ 
semble such ‘me-too’ men as 
Dewey, Eisenhower and Nixon. 
For the whole idea of this strategy 
is to put up a candidate who 
would sell essentially the same 
package of domestic and foreign 
policies as his Democratic opponent 
and thus compete with him tor the 
same big-city votes to win State and 
local elections. 

No Eisenhower in Sight 

Evidently, however, there is not 
another Eisenhower in sight who 
could be called upon by the ‘libe¬ 
rals’ in 1964 to outcompete 
Kennedy in the same Northern 
market. Neither Rockefeller, nor 
Romney nor Morton seems able to 
do that. On the other hand, a 
lot of change has occurred in Dixie 
over the past years. What was 
once the one-party Democratic solid 
South has been showing an un¬ 
mistakably dramatic shift to a 
two-party system. In the 1930’s 
and 1940’s no Republican Presi¬ 
dential nominee ever got a single 
electoral vote in the South. 
Eisenhower got 57 and 77 votes in 
his two consecutive terms. In 1960, 
however, Nixon got 43 simply be¬ 
cause Texas went against him. As 
far as the Congressional elections 
are concerned, the Republicans have 
raised their Southern votes by as 
much aa 244 per cent between 1958 
and 1962. Their House seats in 
the South increased from 7 to 12 in 
the last election. The figures for 
State and local elections reveal 
the same trend. It is also clear 
from recent developments in the 
South that a ‘conservative’ will 
enjoy solid republican support 
there while a ‘liberal’ might fare 
even worse than Nixon. 

It is here that the Gold water 
strategy begin* to look impressive. 

If most of the 137 electoral votes 
of the twelve Southern states could 
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■conservative gospel, why not sim¬ 
ply write oil tfle Last and the North 
lor a It practical purposes? With a 
solid South henuid him. Gold- 
water can hopefully look for at 
least 30 electoral votes in the Moun¬ 
tain States, some 16 in the Pacific 
States, some 11 i n the East, and 
about 106 in the Mid-West (espe¬ 
cially in the farm states). Inis 
strategy — which completely writes 
off the three populous industrial 
states: New fork, Pennsylvania 
and California — should still give 
him the necessary 270 votes needed 
to win. This regional nature of 
his strategy has in fact been under¬ 
lined in Gold water’s San Francisco 
speech of June 27, 1963, in which 
his sole purpose was to vilify the 
‘liberals’ as being “captives of (he 
Northern big-city machines”. 

Thus Goldwater’s strategy is 
quite clear and sharp in so far as it 
aims to hunt only where the ducks 
are. And not only does the Sena¬ 
tor shine by contrast with the ‘libe¬ 
ral favourite sons, he also has a 
substantially larger and surer hunt¬ 
ing arena. 

Goldwater’s Plan* 

Does all this imply that the ‘libe¬ 
rals’ will look upon 1964 as a ra¬ 
ther strange and unfortunate year 
and will normally loosen their op¬ 
position to Goldwater ? ft is not 
entirely impossible that this wili 
.happen. But then Go/dwaw him¬ 
self might pull out from the race 
too. Two months ago he said “If 
1 am nominated and then roundly 
beaten by Kennedy, it could be the 
end of the. (.onservativc movement 
in this country. And i would be 
through in politics. So if I thought 
I’d get my tail whipped badly, I’d 
say the hell with it. But if I ran 
a reasonably close race — gay with¬ 
in a 5 per cent plurality — this 
would be bound to act as a brake 
on the New Frontier philosophy. 
These things have to be weighed, 
and you can't weigh them accurate¬ 
ly now”. 

In spite of all grass-roots hulla¬ 
baloo. Goldwater is probably still 
saying the same thing to himself. 
And this is why, eleven months 
prior to the San Fransisco gather¬ 
ing of the Republican delegates. 
Goldwater is active but undeclared. 

If Kennedy looks too sure in 1964 
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— despite unemployment, deficits 
and Alabama — the Arizona Sena¬ 
tor may choose to puli out and let 
a ‘liberal’ be badly beaten. At tbe 
same time, i£ “the grass-roots thing” 
is not phony, the chances are that 
during a second Kennedy term 
Dixie wili be drinking deeper at the 
racist trough. 

Goldwater will then simply pre¬ 
fer to wait. For, other things re¬ 
maining equal, he wili be in a 
much more solid position in 1968. 

Limit* of Republican Hopes 

While the millionaire Senator 
from Arizona rides a wave of popu¬ 
larity that is as noisy as it is sur¬ 
prising, liberal Republicans are 
desperately trying to avoid drowning 
in its wake. We are thus treated 
to the sight of a group of politicians 
who could not become aroused at 
the prospect of fighting Jack Ken¬ 
nedy being galvanised into action 
by an impending battle with Barry 
Goldwater. The reasons are clear : 
they are undismayed at the thought 
oi losing the White House which 
they have occupied for only eight of 
the last 31 years. But the halls of 
the Party itself are their private 
domain and those very halls are 
now threatened. 

Political power in Western de¬ 
mocracy lies as much in the power 
to control nominations as in the 
ability to win elections. Goldwater's 
nomination will signal, at least for 
the time being, a shift in the iocus 
of power within the Party, itself. 
Under the blade of that particular 
sword, liberal Republicans should 
find the necessary motivation to dis¬ 
pel their previous apathy. 

If they don’t, the major p 3 itv 
realignment some experts have 
been predicting for years, may 
finally take place. It is fairly cer¬ 
tain that with two large segments 
of the party pursuing a collision 
course, some efforts will be made 
to reach a compromise. A ticket 
split between Goldwater and per¬ 
haps Romney or Governor Scranton 
of Pennsylvania is bound to be 
mentioned. If that should in fact 
happen, and if the big-city Republi¬ 
cans still find it embarrassing to 
support Goldwater, they will have 
to face the obvious question of who 
they prefer, Goldwater or Kennedy. 
Their answers may prove surprising. 
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Letter from Paru 


Good News Is No News 


news, I used to be told by my 
elders and betters, is always 
good news. The reverse, I find to 
my chagrin, is also true. Good 
news is no news. At any rate, not 
news publish-worthy, 

I have been, of late, reading a 
great deal about the doings and 
undoings of a bright young lady 
from Britain by name Christine 
Keeler. The papers, even the more 
serious ones, are full of them. What 
exactly the newspapers hope to 
achieve — apart, of course, from a 
boost in their circulation—1 do not 
understand. Lapses in private 
morality are not unknown in France 
and as one Frenchman told me 
there must surely be many Ministers 
all over the world who reading 
about Mr Profumo’s embarrassment 
said to themselves: “There, but 

for the grace of God, go I”. Mini¬ 
sters being no better than other 
ordinary mortals and mortals being 
the same in any age and clime, 
what does it profit a newspaper to 
devote reams of space to the sexual 
prowess of a cheap model? 

Such thoughts have been engag¬ 
ing me as I have been covering 
some of the quiet meetings at the 
UNESCO headquarters here in 
Paris. I remember, some time last 
year, querying about the particular¬ 
ly poor attendance at a press con¬ 
ference held at UNESCO by a 
scientific body. Apart from the 
distinguished body of scientists pre¬ 
sent to answer questions and the 
immediate fringe of UNESCO offi¬ 
cials, there were four correspon¬ 
dents, one of whom was,, a woman 
correspondent by courtesy, a second 
a correspondent writing for a Viet¬ 
namese paper not interested in 
science and only one another besides 
me, interested in coverage of scien¬ 
tific news. The Press Officer’s reply 
to my query was simple: she was 
pleased to get at least four corres¬ 
pondents to attend. There were 
occasions when press conferences 
were held without the press being 
present. 

UNESCO, in this sense, is in a 
particularly difficult position of not 
ranking as a news-maker. This 
year UNESCO hit it big — in a 
mild sense — with the stories about 


dte Abu Simbel temples in Egypt, 
but it is very unlikely that UNESCO 
wiil have another break of that kind. 
When UNESCO makes news, it ma¬ 
kes it in a quiet way. 

1 have a press release before me, 
for instance, about Mount Agung, 
that awful vqlcano in Bali which 
caused such havoc a few months 
ago. Soon after the volcano sub¬ 
sided, the UNESCO rushed a three- 
man team of experts to Indonesia, 
consisting of one Italian, one Japa¬ 
nese and one from the Soviet Union, 
to inquire into the volcano’s action. 
Their report has now been made 
available. 

Expert*' Study of Volcano 

1 do not think any one had heard 
before of Professor B 1 Piip, a 
Soviet volcanologist from the 
Petropavlovsk (Kamachatka) Insti¬ 
tute of Volcanology or of Dr 
Shigeji Suyehiro, a seismologist from 
the Metereological Research Insti¬ 
tute in Tokyo or of Dr Franco 
Tonani, a geochemist from the 
Institute of Mineralogy at the 
University of Florence. 1 suspect 
they are three very serious men 
who have nothing to do with news¬ 
papers, except when they buy them 
for their breakfast fare. And yet, 
considering what they have done 
now, their names seem eminently 
worthy of being recorded. 

Their primary job was to study 
the Mount Agung volcano which 
erupted on March 17 and May '16 
this year, throwing out a volume of 
ash, sand, volcanic bombs and other 
debris estimated at nearly seven 
tenths of a cubic kilometer. It 
blanketed an area stretching 50 
kilometers to the west and north¬ 
west with deposits 30 centimeters 
thick. The volcano struck its 
victims in two phases. First it 
shot up what the volcanologist 
calls “nuees ardentes” (glowing 
clouds) that proved lethal to life in 
their paths. Then tropical rains 
washed this huge deposit of volca¬ 
nic materials into rivers where they 
turned into mud streams engulfing 
villages to the south and southeast 
of the volcano. 

In its request for assistance, the 
Indonesian Government estimated 
that, after the March 17 eruption, 


1,460 persons wore killed and a 
quarter million were made home¬ 
less. Agriculture was hard hit, 
with 53,700 hectares of paddy 
fields flooded. 

There is, incidentally, something 
significant about March 17. Mount' 
Agung’s last serious eruptions had 
occurred in 1611 and 1843. To 1 
the Balinese, the Mount has always 
been a meeting place of Gods who 
are said to sit there in judgment of 
island’s people every 100 years. 
This year, according to the Bali¬ 
nese, was a year of judgment and 
special ceremonies had been plann¬ 
ed in expectation of the meetings 
of the Gods. The date foreseen for 
the meeting was March 17! Be 
that as it may, the experts who had 
little time for Gods, have given 
more attention to men. And among 
their recommendations is a sugges¬ 
tion that a permanent volcano- 
logical observatory be established 
in Bali with two or three observa¬ 
tion posts on the volcano’s slopes. 
The experts also suggest that other 
similar observatories be set up in 
Indonesia where, according to their 
reckoning, there are 127 active 
volcanoes “which are all ominous, 
threatening and dangerous.” 

I suppose no press conference 
was necessary to release the report. 
No one would have attended it, 
anyway. UNESCO earlier had 
arranged a press conference to 
introduce the work of oceanogra¬ 
phers. Good grief! There were 
actually three correspondents pre¬ 
sent and “voting”; there were 
seven international experts to 
answer their questions and it seem¬ 
ed to me that the experts, all busy 
men, with so many important 
things to do, could well have skipp¬ 
ed the press conference. 

Actually, the scientists had some 
breath-taking discoveries to anno¬ 
unce about new ocean currents and 
fish-breeding grounds not only of 
academic but also practical inte¬ 
rest. But who cares? What is a 
scientist in comparison to Miss 
Keeler? 

Poor UNESCO. Last week it had 
another occasion to make news. 
The Governing Board of the Inter¬ 
national Institute for Educational 
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% Planning met here to set the Insti- 
!?' tute afloat. The Institute was crea¬ 
ted as an autonomous body by 
a resolution of the UNESCO Gene¬ 
ral Conference held in Decem¬ 
ber 1962. It is financed by 
UNESCO, but more important, it is 
getting money from, of all bodies, 
the International Bank for Recon¬ 
struction and Development. This 
must be the first occasion when a 
banking institution has taken inte¬ 
rs* in education. Anybody thought 
anything more about it? Not on 
your life. What is interesting 
about the Institute is that on its 
Governing Board the six non- offi¬ 
cials can out-vote the five officials 
and among the non-officials are 
India’s Dr C D Deshmukh and the 
Soviet Union’s Nicolas K Gont- 
charov, who is educational resear¬ 
cher, vicc-President of the Academy 
of Pedagogical Science and editor 
of “Soviet Pedagogy”. 

Institute for Educational Planning 

None of this has, to the host of 
my knowledge, interested the press 
so far in any part of the world. 
The Institute itself has fascinating 
possibilities. The chairman of the 
Governing Board is Sir Sidney 
Caine, formerly Vice-Chancellor of 
the University of Malaya and now 
Director of the London School of 
Economics. The director of the 
Institute is Mr Philip H Coombs, 
formerly United States Assistant 
Secretary of State for Education 
and Cultural Affairs. At a press 
conference these gentlemen gave 
(there were six correspondents this 
time, much to everyone’* amaze¬ 
ment) they could not have been 
more excited. The Institute ap¬ 
parently is something entirely new. 
It is not this and it is not that. It 
is not intra-governmental. It is 
not a permament body. It takes 
orders from nobody. It has the 
freest of all freedoms. Dr Coombs 
said it was “an insurance agency 
for people who put their money 
into education”. “Out of the 
millions of dollars being put into 
education over the next one de¬ 
cade, if we get 1 per cent improve¬ 
ment in yield, it would all be 
worth the effort. Perhaps we can 
get more”, according to Dr Coombs. 

, The idea, as I saw it, was to 
make the Institute into a sort of 
study and research centre for policy¬ 
makers whether in national govern- 
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mentfl or in international organise 
tion*. Here at the Institute a policy 
maker could come for a nine- 
month sabbatical to ask and inform 
himself of methods of educational 
planning, exchange ideas with 
other men similarly in search of 
information, guidance and under¬ 
standing. Here men and women 
could come not only from any one 
particular discipline, but from all 
disciplines. Economists would rub 
shoulders with educationists, ad¬ 
ministrators, statisticians, plan¬ 
ners. And with what aim? To 
stimulate thinking, to set in mo¬ 
tion new ideas about education, to 
get countries and nations marching 
again. 

In the words of Dr Coombs: 
“Economists, bankers and deve¬ 
lopment planners have become 
more acutely aware that a society 
can achieve sustained economic 
growth and build viable social 
and political institutions only if 
it invests adequately and early, 
in the development of its peo¬ 
ples’ talents. 

“Education’s help is urgently 
needed to provide the trained and 
educated human resources essen¬ 
tial for economic growth, for 
strengthening local institutions 
and for general social advance¬ 
ment, New steel mills, dams and 
jet airports can end up simply 
as expensive status symbols un¬ 
less a nation’s human resources 
are developed in balance with 
its physical resources. “For 
these resources to be effective, 
however, educational expansion 
must be carefully planned in re¬ 
lation to the rest of the economy. 
The developing countries must 
design their own educational 
systems to fit both their needs and 
pocketbooks. There is a serious 
shortage at present both of ex¬ 
pert knowledge and of well quali¬ 
fied experts in this new field of 
educational planning. What is 

needed, essentially, i g a new 

breed of animal which might be 
called an ‘educational develop¬ 
ment strategist’, able to see a 

whole educational system in 
perspective and its relationships 
to the complex process of econo¬ 
mic and social development”. 

Dr Coombs, added, by way of 
example, that in India, secondary 

education was the poorest link in 
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the entire educational set up. And 
science education was even more 
weak. (Incidentally, he thought 
this was true of almost all advanced 
countries as well). In regard to 
science, one had to run fast in 
order to stand still. How could 
scientific education and secondary 
education be. changed in India? 
Or in any other developing country? 
The first task, was to get India’s 
educational planners to get new 
insights into what was possible. 
Dr Coombs who is an American and 
was formerly also a high official of 
the Ford Foundation, was quick to 
state that in the matter of education, 
the Soviet Union had a lot to teach 
to the rest of the world. Of course, 
the Soviet plan for education may 
not be the most suited for India or 
for that matter, say, Nigeria. But 
an Indian planner could here at 
the Institute find a place to dis¬ 
cuss his problems with others. 
That was the rationale behind the 
Institute. Dr Coombs said one of 
the problems that presented thems¬ 
elves for study was why enough 
talented men did not take to teach¬ 
ing as a profession. If teaching 
could be made to pay by raising 
“productivity of human talent iri 
education industry” he said, it was 
possible the lacuna in qualified 
teachers Could be met. It was the 
task of the Institute to study a pro¬ 
blem like this. 

Exception lo Parkinson’s Law 
I, for one, believe that this Insti¬ 
tute. of which there has not. been 
any mention in the press, or very 
little, will do far more to make the 
world a better place to live in than 
one is predisposed to thin 1 '-. That 
it will enjoy much more freedom 
than a purely UNESCO body there 
is no dotibt. This is all for the 
good. UNESCO-appointed bodies 
tend to be careful in making criti¬ 
cisms of member countries. I dare¬ 
say that no UNESCO official will 
have the courage to say that India’s 
secondary education is pretty poor. 
But Dr Coombs said it; all power 
to his elbow. He will have to do 
a lot of elbowing to make p^nh’ 
think. According to him, ten years 
will suffice to meet the set purposes 
of his Institute. I doubt it. But 
It is nice to think that this Institute 
is establishing itself with the deter¬ 
mination to dis-establish itself in 
ten year* time. Parkinson’s Law 
must have its exceptions. This is it. 
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“ Landmark* in PoUlical Economy ” t Selected Article* from The Journal of Political Economy edited by 
Profeieon Earl J Hamilton, Albert Reea, and Harry G Johnson, The Univ?r»ty of Chicago Press, Chicago, 1962; 622 
pages, price % 10.00 (Paperback edition in two volumes $ 2.45 each). 


JT is most gratifying to possess in 
one single volume reprints of 
some twenty-four ‘path-breaking’ 
papers published in the seventy 
years at The Journal oj Political 
Economy, the bi-monthly journal of 
the Department of Economics, Uni¬ 
versity of Chicago. As the editors 
of the book have said in the 
Preface, “the quality and import¬ 
ance of empirical data, origina¬ 
lity and validity of analysis, general 
excellence, impact on professional 
economists or combinations of these 
factors have been paramount crite¬ 
ria in the selection’’. 1 By and large 
it is the work of (now) professors 
at American universities, with the 
single exception of Vilfred Pareto 
of the University of Lausanne. Of 
the twenty-five authors and co-au¬ 
thors represented in this book, 
seventeen have been, at one time or 
the other of their career, with the 
University of Chicago. Worthy of 
particular mention, are two of the 
authors: the oldest, William Hill 
born in 1865; and the youngest, 
Anthony Downs born in 1930. 

Rigorous Discussion, Mathematical 
Approach 

The book provides a varied fare 
covering the trends of thought in 
various aspects of Economics, and 
represents the Chicago tradition of 
rigorous and compressed - (hence 
difficult) style of discussion, mathe- 

1 One of the editors’ observations is 
noteworthy, especially by the Indian 
university authorities who are dis 
appointed at the absence of quality 
research work by the teaching staff: 

“ Heavy teaching loads may have 
been chiefly responsible for the fact 
that no * landmark ’ was produce- 
by a member of the faculty of any 
college (as distinguished irorn uni¬ 
versity)’*. Teaching load at Indian 
universities, particularly in depart¬ 
ments of Economics, continue to 
be “heavy”, allowing littjc time 
for continuous research. 'Add ti 
this the extraordinarily large size 
of classes as another factor lower¬ 
ing teachers’ efficiency. 


matic&l approach and positive think¬ 
ing, well-stepped in liberal competi¬ 
tive ideology, 

Arranged chronologically in the 
book, the articles reveal the pre¬ 
occupations of economists with topi¬ 
cal controversies from time to time: 
refinement of economic science and 
methodology, post-Depression re¬ 
examination of monetary policy and 
business ‘cycle theory, and last but 
not least, the modem economic the¬ 
ories of utility, welfare, capital, 
underdevelopment, and democracy 
(sic). Above, all one is impressed 
by the significant contribution of 
the Chicago school to strengthening 
the inductive and statistical bias of 
contemporary economic analysis. 
The book is likely to be extremely 
useful to post-graduate students at 
Indian universities, reprinting as it 
does some of the rare readings not 
available easily to all in the coun¬ 
try; the less expensive paperback 
edition is likely to become popular 
with them. 

On economic methodology see 
“The New Theories of Economics” 
by Pareto (Article No II, pp 45-60) 
and “Some Problems of Logical 
Method in Political Economy” by 
Jacob Viner (VI, 101-24), An en¬ 
gineer to start with for twenty years, 
Pareto upheld the use of Mathema¬ 
tics in framing economic proposi¬ 
tions; similarly Viner stressed the 
importance of the quantitative in¬ 
ductive method in economic analysis. 

Market theory is the theme of 
“Cost of Production and Price over 
Long and Short Periods” by Frank 
H Knight (VII, 125-55), “The In¬ 
fluence of Dumping on Monopoly 
Price” by Theodore O Yntema 
(VIII, 156-67), and “Demand under 
Conditions of Oligopoly” bv Paul 
M Sweexy (XII, 262-7). Knight 
examines the immediate and ulti¬ 
mate stages of the production pro¬ 
cess and shows that decreasing costs 
are only a temporary condition very 


early in the expansion of demand. 
Yntema concludes that dumping 
would benefit domestic consumers 
by way of lower prices only if the 
articles are manufactured under 
decreasing costs. Inquiring jnto 
what Professor (then Mr) Kaldor 
had described as “imagined demand 
curve”, Sweezy drew attention to the 
theory of oligopoly as an unexplor¬ 
ed field for study. 

Utility Theory and Analysis 

In “The Utility Analysis of Cho¬ 
ices Involving Risk” (XV, 297- 
336), Milton Friedman and L Jf 
Savage extend the orthodox utility 
analysis to rationalise individual 
behaviour with regard to risk and 
chance; this leads one to suspect 
the wisdom of a legal ban on gamb¬ 
ling activities since these can be 
regulated through fiscal measures. 
George J Stigler’s review paper 
“The Development of Utility The- 
ory” (XVIII, 380-452) recapitulates 
the history of utility theory since 
Adam Smith, and enhances much 
the utility of the book to teachers 
as well as students. 

Kenneth J Arrow in “A Difficulty 
in the Concept of Social Welfare” 
(XIX, 453-80) discusses the pro¬ 
blem of social choice under mar¬ 
ket mechanism and the applicability 
of welfare economics to the solution 
of specific economic issues. Accor¬ 
ding to him, individual “values” are 
reflected in the achievement of opti¬ 
mum social welfare which, due to 
difficulties of inter-personal com¬ 
parison, refers to social states “such 
that no individual can be n-aA. 
better off without making someone 
worse ofT’. 

Abba P Lerner in “On the Mar- 

f inal Product of Capita] and the 
larginal Efficiency of Investment” 
(XXII, 538-58) demonstrates how 
a good deal of the difficulties of 
applying the marginal analysis to 
capital theory arise from the com¬ 
mon practice of measuring the 
quantity of capital by value. 
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William Hill’s “Recent Utteran¬ 
ces of Mr Hill and Mr Harriman 
on Railway Problems” (IV, 61*6) 
is a spirited note on the importance 
of transportation; hence the plea 
for government ownership of rail¬ 
ways (in America). For American 
labour organisation, see Hobert F 
Hoxie, ‘‘Trade Unionism in the 
Uuited States: General Character 
and Types” (IV, 67-82) 

Two essays, "The Price of Wheat 
since 1867” by Thorstein B Veblen 
(I, 1-44) and “Studies in the Sup¬ 
ply Curve of Labour” by Erika H 
Schoenberg and Paul H Douglas 
(XI, 229-01), make expert empiri¬ 
cal inquiry and comment. The 
latter relates a one per cent varia¬ 
tion in hourly earnings to the 
amount of labour forthcoming and 
productivity; it ends with u succinct 
note on the significance of statistical 
methods in economics. 

In “The ‘Communist Manifesto’ 
in Sociology and F.cnnomics” 
(XVi, 337-58), Joseph A Schum¬ 
peter points to the small intellec¬ 
tual performance of the ‘Manifesto’, 
it being only a prelude to the whole 
of Marx’s later work. 

The prognosis given by J Maurice 
Clark in “Business Acceleration 
and the Law of Demand: A Tech¬ 
nical Factor in Economic Cycles” 
(V, 83-100) contributed much to 
the subsequent development of 
business cycle theory. He pointed 
out in 1917 that changes in the de¬ 
mand for finished products, through 
affecting the demand for interme¬ 
diate products, transmit as well as 
intensify the state of the economy. 
In 1939, Paul A Samuelson’s “A 
Synthesis of the Principle of Arcele- 
,ration and the Multiplier” (XIII, 
268-79) improved on Professor 
Harrod’s treatment of the trade 
cycle by demonstrating how the 
amplitude of business fluctuations 
depended on the numerical values 
of the accelerator and the multiplier. 

Monetary theory is the subject of 
four articles, the first three being 
well-known in Chicago's monetary 
tradition. Lauchlin Currie’s “The 
Failure of Monetary Policy to 
.Prevent the Depression of 1929-32” 
(IX, 168-98) was one of the fevv 
American writings which criticised 
the Federal Reserve policies for the 
Great Depression. Henry C Simons 
in “Rules versus Authorities in 
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Monetary Policy” (X, 199-228) 

sought to remove monetary un¬ 
certainty for enterprisers by fram¬ 
ing simple and unalterable rules 
with regard to money; he even 
favoured the abolition of private 
deposit banking in an attempt to 
avoid uncertain creation of ‘money’. 
In his stimulating article "Com¬ 
modity-Reserve Currency” (XX, 
481-526), Milton Friedman out¬ 
lines the ideal monetary compro¬ 
mise which is fascinating, but at 
the same time, unacceptable (as the 
author himself admits). “Saving 
and the Rate of Interest” by Martin 
! Bailey (XXIV, 583-622) exa¬ 
mines with the help of the Hicksian 
wealth effect and substitution effect 
whether a rise in the rate of inte¬ 
rest would increase or decrease 
saving; the conclusion: “nothing” 
can be said about the interest elasti¬ 
city of saving. 

Balance of Payment* : Relevance to 
India 

The two articles on foreign trade 
and payments are of relevance to 
Indian economic policy. Lloyd A 
Metzler’s "The Transfer Problem 
Reconsidered” (XIV, 280-96), more 
familiar of the two to students, 
having been reprinted in the Ameri¬ 
can Economic Association’s “Read¬ 
ings in the Theory of International 
Trade", develops a general equili¬ 
brium theory of capital transfers 
synthesising the neo-classical shift 
of purchasing power theory and 
the modern foreign trade multiplier 
concept; it demonstrates that nor¬ 
mally, the transfer problem remains 
unsolved when real income adjust¬ 
ments come to a standstill. The 
suggested solution to India’s trans¬ 
fer problem following repayments 
of foreign loans would he to en¬ 
sure “stability” at home and “insta¬ 
bility” in the creditor countries 
through policy (sic). Moreover, 
according to the argument of Arnold 
C Harberger, “Currency Deprecia¬ 
tion, Income, and the Balance of 
Trade’’ (XVII, 359-79), a general 
devaluation of the Indian rupee be¬ 
comes worth considering in view 
of the imminent balanre-of-pav- 
ments difficulties. 2 

2 Professor Jagdish Bhagwati has 
been working on this problem. For 
some of his findings, see The Eco- 
nomic Weekly, August 4 and Octo¬ 
ber 6, 1962. 
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According to Simon Rottenbetg, 
“lncosn£ and Leisure in an Under¬ 
developed Economy’’ (XXI, 527-37), 
the explanation of the backward¬ 
turning supply curve of labour in 
underdeveloped economies lies in 
social and cultural values that 
prompt workers to prefer “leisure” 
to “income”. The same is true of 
developed economies, as is revealed 
in Article XI in the book, at higher 
levels of income. For low levels 
of income in the former type of 
economies, the precise choice is 
between earning and indolence, 
leisure being a ‘luxury’ which costs; 
leisure is a misnomer in under¬ 
developed economies. Rightly has 
Rottenberg pointed out: if workers 
opt for indolence at higher wage- 
rates, “an important objective of 
public policy ought to be to raise 
the level of aspiration for income 
and for the goods and services for 
which income exchanges”. To the 
reviewer, provision of suitable 
house-room appears as the appro¬ 
priate objective of such policy; a 
house supplies both the earning 
urge, as well as the saving urge. 

Often in discussions of policy, 
economists have to throw up their 
hands and say helplessly: “That’s 
a political decision; let’s keep 
aside". Anthony Downs comes to 
the rescue of the economist by 
building “An Economic Theory of 
Political Action in Democracy” 
(XXIII, 559-82). According to 
him there are three motives behind 
political choice: income, prestige, 
and power, operating under condi¬ 
tions of free information and im¬ 
perfect information. Political be 
haviour then can be expressed in 
economic terminology and equa¬ 
tions, also two-axes diagrams. The 
formulations are cryptic. For 
instance, 

“Politician is an entrepreneur 
selling policies for votes”. 

“A state of political equilibrium 
exists when no new parties can 
successfully be formed and no 
existing party is motivated to move 
away from its present position”. 

“Ignorance of politics is not a 
result of unpatriotic apathy; rather 
it is a highly rational response to 
the facts of political life in a large 
democracy” (like India’s!). 

May a political scientist-turned- 
economist comment? 
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Political Systems: An Anthropological Approach—II 


P G Ganguly 

This paper, the first part oj which appeared in the Special Number, is concerned with a critical 
appraisal of various models of politics, political systems and political organisations devised by anthropologists 
arid reported in some of the major works of the last twenty years, with the objective of finding out whether 
there is an “ anthropological ” approach to the study of political systems as distinct from the approach of 
political scientists. 

In the first part the author critically examined two major works, “African Political Systems ” and 
“Tribes without Leaders'*'which attempt to apply the anthropological approach to the study of political 
systems. In this, the concluding part, the new trend in anthropological studies of political systems is exa* 
mined. 


This trend, in its positive and progressive aspect, explicitly or implicitly rejects the hitherto accepted 
model of the “ political ” and embodies attempts at reconstructing new models with different variables. 

In its negative aspect , the new trend makes no Attempt to try to profit from previous and contem¬ 
porary works at theoretical levels. The result is much unnecessary duplication without commensurate theo¬ 
retical or conceptual advances. 


New Trends 
A 

J HAVE not yet come across in 
published literature either a criti¬ 
cal examination or creative accept¬ 
ance of Smith’s formulations. 
Though published in a respectable 
and widely read anthropological 
journal, this important paper does 
not appear to have compelled an 
adequate amount of re-thinking 
among anthropologists writing on 
political systems. 

Eisenstadt (1959), for instance, 
merely refers to it and then with¬ 
out a clear statement on his stand, 
proceeds to formulate his indicators 
for comparing primitive political 
systems. To my mind, this is a 
kind of self-imposed conceptual 
blindness characteristic of much 
anthropological work. 

Professor J A Barnes refers to 
Smith rather hurriedly at about 
the end of his paper on Indigenous 
Politics and Colonial Administra¬ 
tion with Special Reference to 
Australia (1960). Says Barnes: 

“One important distinction to make, 
in discussing forms of political struc¬ 
ture, is that between administration 
and politics. M G Smith makes the 
distinction between what he regards 
as two aspects of the wider category 
of government.” (p 12, roneographed). 

From this it appears that Pro¬ 
fessor Barnes uses ‘political struc¬ 
ture’ as the ‘wider category’ for 
which Smith uses ‘government’. 
Smith does not talk about ‘politics’ 
at all; he writes about ‘political 
action’. This is jto facetious quib¬ 
bling of words. For Smith ‘politi¬ 


cal system’ which is only a system 
of political action, is a specific 
category in the generic category of 
government; for Professor Barnes, 
‘political structure’ or ‘political 
system’ (I believe the distinction 
between a ‘system’ and ‘structure’ 
for our purpose will be really point¬ 
less here), is the generic category 
and his ‘politics’ is what Smith 
means by ‘political action’. 

If we treat this difference bet¬ 
ween Barnes and Smith as only 
terminological, the point I am try¬ 
ing to raise will be completely 
blurred. I am not so much inte¬ 
rested in terms as in concepts. How 
is it possible to accept Professor 
Barnes’ ‘political structure’ while 
he is persuading us to accept Smith 
in whose terminology the concept 
of ‘political’ is something different. 
Briefly put, Smith suggests the 
category of government with its 
dual processes, political and admi¬ 
nistrative; Barnes, on the other 
hand, suggests ‘political structure’ 
— with its dual processes of poli¬ 
tics and administration. Barnes, in 
using different terms, is either 
agreeing with Smith in which case 
there is no conceptual difference 
and therefore terminological diffe¬ 
rences are superfluous; or, he is re¬ 
jecting Smith, but this does not 
appear to be the case; or else, he 
is suggesting some modification. 
For this, however, one would like 
to know the reasons but they are 
not offered. Probably the whole 
thing can be dismissed by saying 
that there is nothing so serious and, 
in fact, Barnes says the same thing 


which Smith does. This is a simple 
example of clearly avoidable ter¬ 
minological confusion which can 
and does .breed conceptual confu¬ 
sion. This is probably also an 
indication of the fact — one ex¬ 
ample for several — that Smith’s 
analysis has not yet made its full 
impact felt on anthropological 
thinking. 

Barnes on “Village on lh« Border” : 

Frankenberg 

Professor Barnes refers to Smith’s 
paper again in his review of Fran* 
■ kenberg’s Village on the Border, 
and there he says that Frankenberg 
in his study “brings a fresh appro¬ 
ach to politics which seems to me 
of great value and relevant to in¬ 
vestigations of primitive as well as 
advanced societies”. Later on in 
the review, however, Professor 
Barnes says that we “can only in¬ 
directly infer what he means by 
politics in general”. In analysis, I 
am afraid, all is not well with the 
“freshness’ of an approach, the very 
foundation of which has to be in¬ 
directly inferred. Professor Barnes, 
however, compares and correlates 
this fresh approach with Smith’s 
model of political action. Quoting 
Smith, says Professor Barnes, 
“action is political when it seeks to 
influence the decision of policy”, 
and again, elsewhere, quoting 
Smith again, “actions associated 
with competition in terms of 
power. Here we come nearer to 
the very day meaning of ‘polities' 
and to Frankenberg’s usage”. 

Though once again we find that 
Frankenberg, writing in 1959, does 
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not refer to Smith’s paper pubHdbed 
in 1956 and thereby leaves us to 
the mercy of indirect inference of 
hig meaning of politics, Professor 
Barnes’ comparison seems to me 
quite valid. Frankenberg discusses 
in detail the moves of villagers in 
the football committee, the carnival 
committee and in the supporters’ 
club. We learn about the stratagems 
and intrigues of various groups and 
individuals who use them as instru¬ 
ments for competition for power 
for influencing decision. There is 
very little reference to H.M.’s gov¬ 
ernment for politics at the village 
level, as mediated through the vari¬ 
ous committees described by Frank¬ 
enberg, is only remotely influenced 
by it. In Smith’s conceptualisation, 
Frankenberg, therefore, has analysed 
political action as a part of the dual 
process of government of the vil¬ 
lage at the village level — the other 
process being concerned with the 
administration of the village he has 
not analysed it. What is more, Fran¬ 
kenberg, in fact has analysed poli¬ 
tics or political action within and 
between various committees, again, 
as one of the two aspects of the 
government of these committees. 
All this is very clear so far as 
Frankenberg’s work is concerned, 
and, incidentally, is a better ex¬ 
ample of development in the stu¬ 
dies of political systems by anthro¬ 
pologists since Radcliffe-Brown’s 
classic formulations than “Tribes 
without Rulers” is. 

Ambiguous Stand of Professor Barnes 

What, however, remains some¬ 
what confused in the review article 
is Prof Barnes’ own stand. At one 
stage he writes that we talk of poli¬ 
tical system and disapprovingly 
points out that we often assume 
that ‘politics’ must be actions car¬ 
ried on in the political system. He 
continues: 

“But we also speak of ‘academic poli¬ 
tics’ and ‘ecclesiastical politics’ with¬ 
out implying that a university has 
its own army or that the church is 
an organisation for maintaining 
social order within a territorial frame¬ 
work, to use Radcliffe-Brown’s des¬ 
cription. A real ‘politician’ among 
other things, gets his way without 
the use of force. Politics, then is not 
merely an aspect of political system, 
however that may be defined.” 

By posing the problem in this 
way. Professor Barnes seems to be 
unwilling to take a stand on the 



meaning of ‘political system* and 
‘politics’. Later he refers to Scha- 
pera who recently drew attention to 
some of the contradictions in vari¬ 
ous definitions of ‘government’ and 
‘political organisation’. Once source 
of this contradiction is our reluct¬ 
ance to take a clear stand on 
grounds of differential ccmcepftpl 
advantages of explicitly accepting 
one approach rather than another. 
An advantage of a clear stand is 
the fact that even if the stand fs 
wrong or inadequate, it is amena¬ 
ble to specific criticism. Professor 
Barnes does not in this respect help 
us much in reducing the existing 
contradiction pointed out by Scha- 
pera. 

Back again to my main line of 
argument, I do not find any con¬ 
fusion or contradiction in the basic 
concepts of Smith — political action 
and administration as aspects of 
government. Smith formulates these 
concepts by , examining and reject¬ 
ing the concept of political system 
as formulated by Radcliffe-Brown 
and his followers, ‘politics’ of Pro¬ 
fessor Barnes seems to be Smith’s 
‘political action’. If so, then what 
exactly should we mean when he 
says that politics is not merely an 
aspect of the ‘political system’, how¬ 
ever that may be defined? If, for 
instance, political system is defined 
as Smith has done, then, obviously, 
politics is not merely an aspect of 
it but it is identical with it. Does 
this imply that Professor Barnes is 
willing to accept Smith’s concept 
of political action and call it poli¬ 
tics, but is unwilling to accept his 
concept of ‘political system’? This 
logically implies that whereas we 
can accept Smith’s definition of 
political action, the conception of 
a ‘political system’, which Smith 
defines as a system of ‘political 
action’, can be left to confusion or 
to Radcliffe-Brown. I am sure Pro¬ 
fessor Barnes is not suggesting any¬ 
thing of the kind but I think his 
stand here leaves a large range for 
ambiguities which are wbqjly 
avoidable and have nothing to do 
with the complex nature of human 
behaviour, generally alleged to be 
the basic source of all confusions 
in social sciences. 

New Trends 
B 

I will now refer to a few works 
in which their authors have tried 
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to operate with fresh models by 
avoiding the mainstream of relevant 
theoretical and conceptual prob¬ 
lems. These authors neither agree 
nor disagree with early or contem¬ 
porary students. This deliberate 
attempt to shut out the tradition 
of earlier achievements and failures, 
is quite inexplicable in scientific 
studies, in fact, it is not the usual 
rule in research even in humani¬ 
ties, It is true that in some of the 
works with which I am concerned 
here, you come across one or two 
suggestive thoughts but since their 
authors are unwilling to assess their 
ideas in the context of live, rele¬ 
vant, theoretical problems in anth¬ 
ropology, full significance of their 
contributions fails to emerge clear¬ 
ly. In some other cases, however, 
‘freshness of approach’, in effect, 
is no more than mere novelty. The 
following analysis of representative 
works which share the common 
characteristic of being fresh in their 
approach — they do not refer to 
the model of African Political Sys¬ 
tem — will illustrate the truth in 
my observations. 

“Bantu Bureaucracy”t Lloyd Fallen 

Fallers’ “Bantu Bureaucracy” is 
an important anthropological work 
of the last decade. Fallers analyses 
in this work the factors that have 
created an in built system of strain 
in the Soga society. When one and 
the same man is expected to be 
partial as a clan member and put 
the clan ideology first and also to 
be a unit in the state bureaucracy 
(which is expected to stress im¬ 
partiality, distinguished from clan 
nepotism, as a desired ideology), 
and put the bureaucratic ideology 
first, the social system is bound to 
bristle with inherent conflicts. 
Fallers shows this very clearly and 
ably. But he also says that his work 
is a contribution towards under¬ 
standing ‘political institutions’ of 
the Soga, and as usual, trouble be¬ 
gins with his definition of political 
institutions a* “rules governing the 
legitimate use of power and not as 
the social units to which such rules 
apply” (p 5). Earlier he says, 
“Institution means to me a pattern 
of behaviour which a group of per¬ 
sons consider ‘right’ or ‘correct’ — 
a norm or pattern of conduct. For 
a pattern of behaviour to be insti¬ 
tutionalised means that persons ap¬ 
prove of its being followed and dis¬ 
approve of its not being followed”. 
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I’A* (p 3). Then again: ... in attempt¬ 
ing to describe l£e political institu- 

' tion of Soga Society as a whole, I 
shall have to deal with the family, 
the lineage and the village as well 
a» the state for all these units clear¬ 
ly have political as well as other 
aspects (p 5). 

In so far as Fellers defines 
‘institutions’ as a pattern of ‘right’ 
or ‘correct’ behaviour, one is led 
to expect in his description of ‘poli¬ 
tical institutions’ an account of be¬ 
haviour pattern considered to be 
‘correct’ for making a legitimate 
use of power. Now what is consider¬ 
ed to he ‘right’ or ‘correct’ is one 
thing; what, however, actually 
happens may, more or less, he quite 
another matter. Fallers gives us the 
impression that his focal interest 
is ‘what is considered to be right’ 
behaviour for legitimately using 
power. In other words, Fallers in 
his conceptual formulations promi¬ 
ses us a contribution towards Soga 
ethics of legitimate use of power. 
In fact, however, we get in the best 
anthropological tradition a descrip¬ 
tion and analysis of actual behaviour 
of men caught in the conflict of 
the expected or the ‘correct’ clan 
behaviour patterns and bureaucratic 
behaviour patterns. According to 
his definition, Fallers should have 
given Us an account of the norma¬ 
tive pattern of behaviour — not the 
actual patterns — of people facing 
the predicament of clan and state: 
demands simultaneously. I am not 
picking at what Fallers has actual¬ 
ly given us but I am pointing out 
that his concept of ‘political insti¬ 
tutions’ does not seem to have help¬ 
ed him in any discernible way. 

Fallers’ definition of political 
institutions is also riddled with the 
pitfalls of the concept of legitima¬ 
cy. First, there is a considerable 
body of literature in which it has 
been suggested that the concept of 
legitimacy should be associated 
with authority rather than with 
power. Bierstedt {ASR, V 15, No 6, 
pp 730-8, “An Analysis of Social 
Power”) has convincingly discuss¬ 
ed the need for distinguishing au¬ 
thority from power and has indi¬ 
cated that this distinction, involving 
increased specificity in the mean¬ 
ings of these terms, opens up ways 
for more refined analysis. Need 
for drawing this distinction clearly 
emerges from a careful study of a 
number of classical writers in poli- 
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tical philosophy from Aristotle 
downwards if we consider only the 
Western thinkers in this sphere of 
knowledge. Closer to our own times, 
Weber’s analysis of the concept, the 
bases and types of authority and 
his rather brief treatment of the 
concept of power, strongly suggest 
that it will he an error to confuse 
authority which raises the question 
of legitimacy and of differentiation 
of role* within a ‘Verband’ or a 
corporate group with power (Macht) 
which he defines as the probability 
that one actor within a social rela¬ 
tionship to carry out his own will 
despite resistance, regardless of the 
basis on which this probability 
rests. (Principles of Economic and 
social organization, authority and 
‘Verband’ p 56 and ‘power’ on 152). 
Max Weber appears to suggest that 
the concept of power is generic and 
authority is a type of power (p 
153). Bierstedt assigns specific 
meanings to power and authority 
both and 1 personally find that his 
observations in this specific context 
arc more suggestive than those of 
Weber. 

My purpose, however, here is (a) 
to stress the point that the concept 
of legitimacy, used hv Fallers in 
his definition of political institutions 
has to be operationalised in terms 
of observable behaviour and then 
(b) it is more fruitful to discuss 
legitimacy in the context of autho¬ 
rity and not power as implied in 
Weber’s treatment of these concepts 
as also in the writings of a number 
of earlier writers and explicitly 
discussed in the works of a number 
of sociologists as also in the works 
of a larger number of political 
scientists. Fallers, therefore, does 
not consider the conceptual distinc¬ 
tion between authority and power 
and operates with undefined terms 
like legitimacy and power for de¬ 
fining ‘political institutions’. In 
all definitions some elements are 
likely to remain undefined or have 
to be taken for granted. But the 
concepts of power and legitimacy 
are certainly not such elements 
considering the attention they have 
received from a variety of students 
of social sciences. Since Fallers does 
not offer his own definition of these 
terms, his special definition of poli¬ 
tical institutions does not say any¬ 
thing specific or even clearly in¬ 
telligible and, inter alia, he sup¬ 
ports my contention — in order to 


■ • '■ ’ ’ ' 1 ' 'f i v., 

THE 1C 6 NO MI <2 W EfcK&tf 


make anthropology or sociology a 
body of knowledge in which succes¬ 
sive integrations at theoretical levels 
will be possible, a careful and cri¬ 
tical appraisal of earlier works is 
imperative not merely at the so- 
called ‘factual level’ but at the con¬ 
ceptual level. We have to conclude, 
therefore, that though Fallers has 
successfully analysed the in-built 
strain of the Soga society arising 
from a conflict of claims of two 
‘corporate groups’ in Weber’s sense 
(clan and the incipient bureaucra¬ 
cy). his contribution, if any, to¬ 
wards an analytical clarification of 
the concept of ‘political’, remains 
completely invisible. Freshness of 
approach here is distressingly de¬ 
ceptive. 

“The Political Systems of Highland 
Burma " t Leach 

I will now comment on “The 
Political System of Highland Burma” 
as the next representative work which 
shows the new trend with its positive 
and negative aspeets. 

“In any political system”, says 
Leach, “we usually find sub-groups 
which stand in opposition to one 
another as factions. Such sub-groups 
may he of equivalent status or they 
may be regarded as superior and 
inferior”. (Leach 1954, p 50). This 
is obviously an emergent orientation 
and it directs our attention towards 
certain tyjjes of behaviour for in¬ 
clusion in a study of political sys¬ 
tems, no matter in which society or 
culture, as it directs our attention 
also towards excluding several other 
systems of behaviour. According 
to Leach, if in some societies we do 
not find sub-groups which are 
opposed to each other as factions 
or sub-groups related as superiors 
and inferiors, we must conclude 
that the society concerned does not 
have a political system. This is 
analysis and not ethnocentricity. 

Now if we carefully look into 
Leach's analytical model, we find 
that in a general category of poli¬ 
tical systems he has included two 
sets of behaviour which in some 
cases might be empirically related 
but. nevertheless, they are analyti¬ 
cally distinct-factional behaviour in 
which sub * groups are opposed to 
each other and actions in which 
the sub-groups are inferiors or su¬ 
periors, super-ordinate and sub 
ordinate. In so far as a system of 
liehaviour is mediated through 




super-ordination and sob-ordina¬ 
tion, it is a clear case of manage¬ 
ment or administration, a structure 
in which each layer in the hierarchy 
is a policy-making layer for the 
one below it. If this system of 
behaviour is lumped up together 
with another system in which the 
constituent elements are sub-groups 
of equivalent status and are opposed 
to each other, administrative be¬ 
haviour in our analysis will get 
mixed up with political behaviour. 
I will pursue this idea later in this 
report but I want to point out here 
what can be easily demonstrated 
that if Leach could keep this analy¬ 
tical distinction in mind, his analy 
sis could have produced more sug¬ 
gestive and substantiative formula¬ 
tions. 

The main interest of Leach in 
“Political Systems of Highland 
Burma”, however, seems to have 
been to show the inadequacies ol 
an ‘equilibrium’ model of society 
which is always in flux. In High¬ 
land Burma, ‘political systems’ 
used to swing between two ideal 
types according to Leach — one of 
them a type of aristocracy, the 
other a type of anarchy — Gumsa 
and Cumlao. Keeping the distinc¬ 
tion between administrative action 
and political action in view I would 
rather say that the Highland Burma 
people used to compete for power 
under certain circumstances and at 
certain times and at other times and 
different circumstances, the competi¬ 
tion, as it were, reached a phase of 
temporary conclusion thereby push¬ 
ing the units which had equivalent 
status during the competition into a 
hierarchic situation of super-ordina¬ 
tion and sub-ordination. The way I 
have phrased the conclusion of 
Leach, presumably, opens up a num¬ 
ber of problems for detailed enquiry 
while excluding a whole lot of mate¬ 
rial in the book which do not seem 
to be strictly relevant for a study 
on ‘political system’. Despite these 
comments, the fresh approach of 
Leach enables him, unlike Fallen, 
to have something clearer in mind 
when he talks about a political sys¬ 
tem at an abstract level, 

“ Polities in an Urban African 
Commonitj ” : A L Epstein 

I now pass on to a book which 
is among the best in anthropologi¬ 
cal literature describing in detail 
what I will like to conceptualise as 
'political action’. Epstein’s Politics 



in an Urban African Community 
describes over a period a series of 
actiona mediated through groups, 
actions which brought old (tribal 
and new (‘urbanised tribals’) groups 
leaders into various degrees and 
stages of competition for power for 
influencing or controlling policy 
decisions of different types of intra¬ 
group and inter-group relations. 
Epstein documents these processes 
in detail and thereby gives us a 
competent description of ‘politics’ 
of common parlance and ‘political 
action’ of Smith, Weber and, going 
back in time, of Machiaveili. 

The most remarkable fact, how¬ 
ever, about this book at a theoretical 
level is the fact that although 
Epstein writes about ’politics’ and 
occasionally speaks of the political 
and administrative systems of the 
Copperbelt towns in Northern Rho¬ 
desia, he no-where distinguishes the 
two systems conceptually. Only 
once towards . the end of the book 
Epstein volunteers the following by 
way of what he takes as political 
action: 

“ In our account of the growth of 
Luanshya we saw the political deve¬ 
lopment of the community in terms 
of the emergence of new groups and 
associations and new social personali¬ 
ties, and the forms of authority asso¬ 
ciated with them. More precisely, 
we noted a tendency for new groups 
to emerge in opposition to existing 
groups, or at least to come into con¬ 
flict with them. At Luanshya we saw, 
for example, how over the period of 
a decade the Tribal Elders and the 
Tribal Representatives who had for¬ 
merly dominated the Council were 
gradually ousted from membership by 
an emerging urban leadership". 
(pp 229-30). 

Then again: 

“Stated briefly, the urban African 
is involved in a number of different 
sets of social relations which stem 
from forms of social organisation dis¬ 
tinct from, and in many respects op¬ 
posed to, one another. Nevertheless, 
because they operate for the most 
part in different spheres of his social 
life, the African in the towns is able 
to handle the various sets without 
obvious difficulty .... The conflict 
between these opposed principles of 
social organisation goes on through 
time. It is marled by the emergence 
of new associations, societies, and 
groups, which claim to be more truly 
representative of the urban communi¬ 
ty than the established bodies, with 
which they become joined in a pro¬ 
longed struggle for power”, (p 47). 

Elsewhere referring to the growth 
of Native Welfare Association: • 
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“Here my theme Will be the pro- 
longed struggle that went on between 
them tor power within the existing 
administrative order”, (p 47). < ; 

At one stage he promises: 

“In the following chapter I wilt 
show how, as the Welfare societies 
developed, they immediately began to 
assume political i uncuons whicn 
brought them into conflict with the 
established bodies”, (p 47). 

The main theme in all these 
passages is struggle for power em¬ 
bodying “the political development , 
in terms of emergence of new 
groups and associations and new 
social personalities, and the forms 
of authority associated with them 
— more precisely .... a tendency of 
new groups to emerge in opposition 
to existing bodies, or at least to 
come into conflict with them.” 

Obviously this is quite a different 
model of political action when com¬ 
pared with the models of the con¬ 
tributors to the “African Political 
System” or the authors in the “Tri¬ 
bes without Rulers” or, for that 
matter, the model of Fallers in his 
Bantu Bureaucracy. A detailed com¬ 
parison of “Politics in an Urban 
African Community” with all these 
works instantly reveals that Epstein 
succeeded very much in analytically 
isolating a domain of behaviour 
which, say, in Gluckrnan’s descrip¬ 
tion of the Zulu Kingdom in Afri¬ 
can Political System remains un¬ 
analysed, embedded in a matrix of 
data on constitutional law and side¬ 
lights on administrative behaviour. 

If 1 am permitted to quote from 
memory, Gluckman describes at a 
certain stage that a certain Zulu King 
was murdered by a rival. If Gluck¬ 
man had a clearer concept of the 
‘political’, he would have told us 
in detail how for instance, the rival 
within the- specific social structure 
of the Zulus, with its customs and 
practices, restrictions and prescrip 
tions, succeeded in mobilising sup¬ 
port for his murder — who was" 
bribed, who was threatened, who 
was persuaded and how, whose 
daughter was given in marriage 
and to whom — these are the 
actions which need be described 
and analysed when one is concern¬ 
ed with political action. It is likely 
that Prof Gluckman did not have 
materials for such a description in 
the historical documents. Then one 
should note a gap in the material 
instead of filling it up with data on 
a system of behaviour of different 
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nature, say, {or instance, the tone 
arising from the rights and obliga¬ 
tions of a Zulu office-holder in a 
hierarchic system, with the para¬ 
mount chief at the top and the ordi¬ 
nary Zulu villagers at the bottom, 
linlike Gluckman, Epstein succeed¬ 
ed because of his concept of ‘poli¬ 
tics’ or political system in focuss¬ 
ing his attention towards the details 
of a specific system of behaviour 
without which, I wonder, if he 
could make the following Illumi¬ 
nating comment (referring to a 
labour disturbance in 1935 in the 
Copperbelt mines) : 

“ thus for many Administrative Offi¬ 
cers the emergence of the urban 
communities on the Copperbelt did 
not appear to involve the posing of 
administrative problems very different 
in kind from those they were accu¬ 
stomed to handling in remote tribal 
areas. Rather, they tended to explain 
events on the Copperbelt in terms of 
their own failure to follow closely the 
principles and methods which already 
prevailed elsewhere. They saw their 
problem as the need for reorganisa¬ 
tion so as to reduce the * distance ’ 
that had grown up in the town bet¬ 
ween Administrative Officers and the 
people. The basic assumptions under¬ 
lying administrative policy were left 
unimpaired. The point of reference 
for administration remained the tribe, 
and not the town” (p 31). 

I have been so often referring to 
Epstein’s model of political action. 
This model. however, largely re¬ 
mains implicit. As noted earlier, 
the closest he comes to defining his 
model is nothing more than “poli¬ 
tical development .... more precisely 
.... a tendency for new groups to 
emerge in opposition to existing 
bodies or at least to come into con¬ 
flict with them”, (pp 229-30.) It 
is not at all elear to me why Epstein 
in a work on Politics, after taking 
the right start, did not go into the 
details of a more adequate model 
for political action. It was possible, 
for instance, following the lead of 
his orientation model politics as 
competition for power, there was 
scope for examining the meaning of 
power in the background of exist¬ 
ing literature. It was also possible 
to break a ‘power situation’ into 
the concept of possible lines of 
action open to an individual for 
moving men into action even 
against their will, to serve his ob¬ 
jective or the objective of the group 
to which he might belong. Then 
Epstein could also have suggested 
categories for classifying „ different 
types of ‘lines of action’ or moves 


permissible within the soeiai struc¬ 
ture of the Copperbelt towns. Then 
again a fruitful range for a con¬ 
ceptual exercise existed in the ana¬ 
lysis in abstract terms of the rela¬ 
tionship between the political sys¬ 
tem and the administrative systems 
in the Copper-belt town. Starting 
from the proposition that among 
the people in Luanshya, there was 
struggle for demonstrating who the 
true representatives were, the situa¬ 
tion could be conceptualised as a 
series of political activities charac¬ 
terized by struggle for power reach¬ 
ing a settlement (the game is up!) 
for a period with the consequent 
emergence of a formalised system 
of differentiated levels of authority. 
Then again the system is ‘politicis¬ 
ed’ (as Morris-Jones put it) and 
the units of the hierarchic mode! 
become contraposed. These are 
some of the considerations which 
arise from the basic proposition of 
Epstein but he refrains from analys¬ 
ing them. This is why he occasio¬ 
nally lapses into a statement like: 

“ (tribal elders) lacked the legal 
powers with which to enforce their 
authority ”. 

He probably means that tribal 
elders were ineffective because they 
had no authority — in Weber’-, 
sense formal, legitimate power. This 
sentence may also mean that the 
system in which the tribal elders 
had to operate, did not enable them 
to take steps for compelling people 
to accept their decision or for 
punishing those who flouted their 
decision. For instance, they could 
not gel the people arrested or get 
them hanged and so on. 

I have demonstrated how Epstein’s 
analysis of ‘political system’ is supe¬ 
rior to most ‘anthropological’ studies 
on the problem, I also pointed 
out that his success primarily lies 
in his model of political action, a 
model which is implicit in the pre¬ 
sentation of his data. I then tried 
to indicate that Epstein could have 
followed up his model construction 
but for unknown reasons he refrain¬ 
ed from following up hi s 0 W 8 h 
thoughts that, I imagine, branch 
forth from his basic notion of poli¬ 
tical action. This is why the book 
ends with the concept of situational 
selection rather than a model for 
analysis of political action. Never¬ 
theless, Epstein certainly and effec¬ 
tively shows the positive new trend, 
not yet widely prevalent, in anthro¬ 
pological studies of political systems. 


“Tribe, Caste and Nation ” i 
F G Bailer 

Bailey’s “Trjbe, Caste and Na¬ 
tion” falls in the category of works 
in which a certain conscious effort 
has gone into the construction of a 
model of political action in terms 
of competitive behaviour. Says 
Bailey: 

“ Through political activity a man 
achieves command over resources, or 
power over men, or both these things. 
Political relationships are those through 
which he achieves the same ends. 
These definitions are used widely and 
are offered not so much as criteria 
of relevance but to show the assump¬ 
tions which underlie my approach to 
political problems- Society is an arena 
(or ‘field’) in which men compete 
for prizes : to control one another; 
to achieve command over property 
and resources (in the Kondmals this 
has generally meant land) : and, 
negatively, to avoid being controlled 
by others and to retain such resour¬ 
ces as they already possess- In order 
better to achieve these ends (and, of 
course, for other reasons which are 
not specifically political) men combine 
into groups, and competition lies not 
only between individuals but also bet¬ 
ween groups. I assume that the in¬ 
dividual’s motive in giving or conti¬ 
nuing to give his allegiance to a poli¬ 
tical group is that in this way he 
expects to gain his ends and retain 
or achieve command over men and 
resources. If, by experience, he finds 
that ho can retain or better achieve 
command by giving his allegiance 
elsewhere, then he will do so; and 
if sufficient people do this, then one 
type of group is likely to disappear 
and be replaced by groups of a 
different kind", (pp 10 and 11). 

I wish to begin my comments 
here with what appears to me to be 
the weakest aspect of Bailey’s for¬ 
mulations. He adroitly dodges the 
issue by saying that ‘these defini¬ 
tions are used widely and are offer¬ 
ed not so much as criteria of rele¬ 
vance but to show the assumptions 
which underlie my approach to 
political problems’. Bailey clearly 
realises that the problem of “crite¬ 
ria of relevance” is bound to arise, 
but I do not know why he drops 
this problem immediately after 
raising it and he drops it almost 
with a curse — may it die a natu¬ 
ral death! Never again he raises 
the problem of relevance, i e, the 
critical variables to he considered 
in the construction of a model of 
political activities, an urgent task 
which, however, cannot be effective¬ 
ly undertaken without a systematic 
critical appraisal of earlier efforts 
in this direction. 

Bailey is reluctant to undertake 
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this task and, therefore, hie ‘asaum- 
ptione which underlie my approach 
to political problems’ develops 
without the benefit of awareness of 
the way in which earlier students 
successfully or unsuccessfully faced 
the analytical problems arising 
from the basic postulate of his 
model: 

“ Through political activity a man 
achieves command over resources or 
power over men. Political relations 
are those through which he achieves 
the same end." 

Elsewhere he visualises society 
as an arena in which men compete 
for prizes. Bailey’s description of 
the goals for this competition is as 
follows: 

(a) to control one another 
(h) to achieve command over 
property and resources 
(c.) negatively to avoid being 
controlled by others 
(d > to retain such resources as 
they possess. 

Though Bailey does not specifi¬ 
cally sav so, it appears from his 
formulations that these four propo¬ 
sitions can be taken as describing 
the basic attributes of Bailey's 
model of political action. Now let 
us examine these attributes briefly 
to see what light we can get from 
Bailey's guidance. 

The first thing that appeals to 
me in Bailey’s formulations is his 
stress on action in all the four attri¬ 
butes. His foundation is essentially 
operational for he is referring 
broadly to certain activities that can 
be observed or inferred from obser¬ 
vation with comparative reliability. 
Then I think the concept of compe¬ 
tition is the critical concept of the 
model. Men can control one another 
in various ways. An employee, for 
instance, is controlled by his em¬ 
ployer. Police men control thieves 
by apprehending them according 
to ‘law’ and, at least in some coun¬ 
tries, police men are controlled by 
thieves by being bribed. I know for 
certain about a city where drinks 
are not available after ten at night 
in the open market. You can, how¬ 
ever, buy your drinks surreptitiously 
from the shops at that time from 
the shops which are supposed to sell 
only soft drinks. Under normal 
circumstances, policemen on their 
beat in that street will take no 
notice of you. But once in a while, 
there will be a huge raid, the shop¬ 
keepers will be completely terroris¬ 
ed and you can be arrested if you 
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are detected by the police while 
soliciting for a stealthy bottle. This 
happens, 1 understand, when the 
illegal dealers in liquor fail to pay 
the police their ‘due’. As soon as 
the arrears are paid, it is all quiet 
again, business becomes brisk and 
the police is controlled by the shop¬ 
keepers. 

There are, then, cases wherein 
control is unilateral. The Town 

Superintendent in Jamshedpur con¬ 
trols allotment of houses to the 
Company employees but, normally, 
employees do not control him in 
any way. When two persons talk 
to each other, they control each 
other’s behaviour, if both of them 
are sane. We can think of many 
types of control in day-to-day 

social life but in the situations cited 
abov'e, we do not normally speak 
or think in terms of political action. 
When my boss tells me that he 
cannot grant me leave for no leave 
is due, he is not behaving politi¬ 
cally though he is controlling my 
behaviour beyond doubt. In fact, 
if 1 understand Bailey correctly, he 
is not suggesting at all that the act 
of controlling in itself will consti¬ 
tute political action. It is due to 
the element of competition — action 
in which the participants try to 
push each other out for reaching 
the goal of control over men and 
resources — - which transforms the 
general category of action, that is 
here, control, into political artion. 
When my boss does not give me 
leave for no leave is due, the recip¬ 
rocal relationship between me and 
and my boss is administrative. But 
if I raise the question of the vali¬ 
dity of the rule or if I art on the 
assumption that he has no right to 
decide my case and if my boss does 
not agree with me and continues to 
take steps for controlling my action, 
then our relationship becomes poli¬ 
tical for the duration of this com¬ 
petition. But as soon as the com¬ 
petition is settled one way or 
another, in that given context, our 
relationship ceases to be political 
and once again becomes administ 
rative. Say, if I am discharged and 
I leave the firm, there is no more 
competition and my boss has used 
the rule that for an act of insub¬ 
ordination an employee can be dis 
charged. But if through manipula 
tion, I am able to get mv boss dis¬ 
charged and if he has to leave, then 
again, our relationship, which dur¬ 
ing the period of manipulation was 


political, dote not remain so any 
more. The system, if it continues, 
swings hack to an administrative 
state again. The key concept of 
competition in Bailey’s model to 
my mind gives us a valuable in¬ 
sight .into the nature of political 
action as it is understood in com¬ 
mon language .and also technical 
writings of a number of social 
scientists. 

Bailey, however, does not go 
into the details of some of the 
considerations that arise from this 
basic postulate. He does not, for 
instance, specifically try to distin¬ 
guish administrative behaviour from 
political behaviour and, to my 
mind, one cannot be understood 
without the aid of the other. They 
can be best treated as two polar 
models between which behaviour 
swings in actual life. In addition, 
if we consciously try to analyti¬ 
cally distinguish the two systems, 
we sharpen our tools for analysing 
the system, out of the two, in which 
our interest lies. 

Rest of the four attributes of 
political action in Bailey’s model 
have also to be understood in the 
context of competitive action. All 
actions directed towards achieving 
command over men, property and 
resources are not political actions. 
‘Men’ have already been considered 
in the previous paragraphs. Now 
let us consider resources as a gene¬ 
ral category including property, 
though there is some difficulty here, 
for property is a legal concept and 
is likely to create confusion in the 
context of our analysis of political 
artion in the sense that Bailey 
wants us to take it. 

If a dam is constructed over a 
river, we have a clear case of action 
directed towards achieving com¬ 
mand over resources, in this case, 
the water pow'eC for generating 
electricity and the irrigation poten 
tials of the river. Construction of a 
dam like this is not normally taken 
as an instance of political action 
though it certainly is an action for 
achieving command over resources. 
Let us take another example. A 
new industrial town is to be built 
at a site occupied by a number of 
villages. The industrial company 
pays compensation to the villagers, 
acquires command over property 
as stipulated in the terms of pay¬ 
ment of compensation and the 
villagers go away. This is buying 




and selling and not political action. 
These acts of building a dam and 
buying land and villages are no*, 
political action, if the element of 
competition is missing in them. 

Now, if it happens, as it quite 
often does in India, one or more 
states begin to compete for the loca¬ 
tion of the dam in their area, we 
must say that the purely techno¬ 
logical proposition — construction 
of a dam — has triggered off a 
political situation. If a dam is not 
constructed in a certain state, the 
ruling party may lose support 
among its followers in that area 
with disastrous results during elec¬ 
tions. Quite a few projects in 
India had their location decided by 
political action and not so much 
by efficient technological or econo¬ 
mic considerations. In the same 
way, if the villagers after receiving 
compensation for their land hang 
on there on the ground that they 
should be given jobs in the giew 
town and, if the company which 
acquired the land thinks that it is 
under no obligation to do so since 
in a modern mechanized industrial 
town no jobs can be given to illite¬ 
rate, untrained villagers, then the 
villagers and the company mav 
find themselves involved in inci¬ 
pient political relations. Here is 
competition for jobs, the displaced 
villagers want them for themselves 
and the company wants them to go 
to trained personnel. Villagers 
under the.se circumstances may 
gang together and may refuse to 
move out of the land which they 
sold off, and the company might 
ask the police to throw out the 
illegal occupants of its property. 
The chain reaction might proceed: 
a certain number of the state legis¬ 
lative assembly might.,{Lake up the 
cause of the villagers and then 
politics changes its level. All this 
is to point out that without the ele¬ 
ment of competition, achievement 
or actions directed towards achiev 
ing command over property or re¬ 
sources cannot be normally taken 
as an instance of political action. 
A little thought will reveal that this 
argument is also applicable to 
Bailey’s last two propositions: 

(i) to avoid being controlled by 
others 

(ii) to -retain such resources as 
they possess. 

We see, therefore, that Bailey’s 
acceptance of the action frame of 
reference and his critical concept 


of competition take us considerably 
farther in our analysis and criti¬ 
cism of his model of political lo¬ 
tion than we could go guided by 
the other models discussed in this 
report. The very virtues of Bailey’s 
model compel us to subject it to a 
more searching analysis and in the 
following paragraphs I will tooch 
on one or two points. 

* Power Model ’ 

Bailey offers us what essentially 
is a ‘power model’. Since a con¬ 
siderable body of literature in 
sociology and political science 
already exists on the controversial 
concept of power, Bailey could, at 
least, have taken the first steps to¬ 
wards operationalising this concept. 
He has, instead, used the concepts 
of ‘control’, ‘command’ and ‘power’ 
interchangeably and thereby has 
somewhat confused the issue. His 
proposition about ‘command over 
resources’ also lands us into seriou.-- 
difficulties, bet us imagine two 
business firms competing in the 
open market by lowering the price, 
or improving the service, selling u 
better brand or through more im¬ 
pressive public relation. This is 
essentially a situation in which men 
are competing for controlling more 
and more as consumers of their 
products. Will it be correct or 
analytically helpful to say that the 
two firms are in an arena of poli¬ 
tical action? A formidable body 
oi opinion in economics and poli¬ 
tical science is likely to say no 
while if we accept Bailey’s model 
of political action it will be neces¬ 
sary to say yes. In order to intro¬ 
duce the concept of competition as 
the critical concept of a model for 
political action, we have to face 
the economists who after all have 
been largely responsible for deve¬ 
loping various models of competi¬ 
tive behaviour directed towards 
command over property and re¬ 
sources. Only once Bailey comes 
close to facing this problem with 
his postulate of a ‘political man’ 
analogous to an ‘economic man’ 
but he deals with the problem on a 
metaphorical level (pp 253-4). 

Bailey’s four propositions include 
almost all possible cases of competi¬ 
tive behaviour among human be¬ 
ings : to control one another; to 
achieve command over property and 
resources; to avoid being controll¬ 
ed; and to retain such resources as 
they possess. Does this mean that 
all competitive behaviour no mat¬ 


ter who the participants are or what 
the goals are should be considered 
as political action ? Bailey’s model 
suggests an affirmative answer to this 
question but he does not take a spe¬ 
cific stand on it, though obviously 
this question arises almost spontane¬ 
ously, if the basic postulates of his 
model are accepted. 

It is, however, likely that Bailey 
does not adequately realise the cri¬ 
tical significance of his concept of 
competition in political action aurl 
the model, as it were, is really not 
so self-conscious and suggestive of 
specificity as 1 have described. I am 
led to this doubt on account of — 
one example for many —the follow¬ 
ing passage in “Tribe, Caste and 
Nation’’. Bailey’s description of the 
situation of ‘ dominant caste ’ here 
does not refer to a competitive situa¬ 
tion, and if a certain ca9te has the 
virtual monopoly of ‘power’, then as 
long as this monopoly lasts the units 
of the caste hierarchy are not inter¬ 
related ‘politically’ as conceptualis¬ 
ed in Bailev’s model. This is due 
to the fact that in this particular 
case, Bailey is describing a situation 
in which competition does not seem 
to be a property of the relationship 
among various castes constituting a 
system which is dominated by a 
particular caste. This i a a clear case 
of administration, a system of beha¬ 
viour which does not receive Bailey's 
attention in his formulation of a 
model for political action. Says 


ailey : 

" Equality of rank is so maniftrdy 
false when applied to a caste system 
that thr final step in the argument 
is seldom taken, and the exposition 
rest* upon a pre*entation of mutual 
interdependence, and the hint that 
one caste could bring the system to 
a standstill by refusing to play it* 
part. Caste* do in fact use this sanc¬ 
tion to maintain their rights against 
the rest. In fact, of course, the ay*- 
tem is held together not so much by 
ties of reciprocity, but by the con¬ 
centration of force in one of '*» PV^‘ 
The system works the way it doe* 
because the coercive sanctions are all 
in the hands of the dominant caste. 
There is a tie of reciprocity : but it 
is not a sanction of which the depend¬ 
ent castes can make easy use. 

“ Power is concentrated in the 
hands of the dominant caste. The 
main features of this system a« well 

known and have been f o r many y e_ars. 

The administrators who had » 
with the caste system, a» amine 
from the writers who merely thought 
about it, could not afford to miss so 
important a feature a, the 
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control over economic resources and 
it atone ha* a corporate political 
existence : the other castes derive 
their living by a dependent relation 
•hip upon the dominant caste, and 
in thenuelve* they have no corporate 
political existence. Their political 
relationship* are as individual clients 
of a master in the dominant cajte. 
Political ties run vertically in the sys¬ 
tem and not horizontally . political 
and economic rank tends to be con¬ 
sistent with ritual rank : the depend¬ 
ent castes are not sll of equal rank 
but are organized in icveral grades, 
and this is apparent in ritual usage. 
...These are the main features of 
caste seen as a political system ". 
(p 238). 

The above description shows that 
Bailey is dealing with an adminis¬ 
trative system in which the units 
are in a superordinate and subordi¬ 
nate system of relationship and, ac¬ 
cording to Bailey’s model of politi¬ 
cal action, he is obviously not deal¬ 
ing with a political system since we 
do not have any competitive action. 
Still, he writes in terms of the ‘cor 
porate political’ existence of the 
dominant caste : then, that subordi¬ 
nate castes have no corporate poli¬ 
tical existence and, finally, their 
(referring to the subordinate castes) 
political relationships are as in¬ 
dividual clients of a master in the 
dominant caste. After arguing in 
this vein, Bailey informs us that 
the above description is an ‘abstrac¬ 
tion of a high order - and the pic¬ 
ture changes when it is put against 
reality. The changed picture is as 
follows : 

fin Bisipara, Bailey’s village) 
“ There is not one dominant caste, 
but two castes, who stand towards 
one another not in relations of ordi¬ 
nation, but of equality as rivals. Their 
mutual ritual ‘abhorrence’ symbolises 
not ordination, but equality ” (p 260). 

Later on : 

“ I am interested in political orga¬ 
nization, and I was able to get at 
least a priina facie distinction bet¬ 
ween the segmentary political system 
of the Konds baaed on agnatic kin¬ 
ship, and the Oriya political system 
which is characterized by ordina¬ 
tion (p 264). 

Thus we see that Bailey began 
his analysis by postulating a model 
for political action as competitive 
behaviour for command and control 
over men, property and resources. 
He, however, ends his analysis by 
postulating two types of political 
system (a) segmentary, th) based 
on ordination. But a system based 
on ordination, insofar as the system 
is viable, does not admit of compe- 
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tition and hence, if Bailey's model 
for jioiitical action is to be accept¬ 
ed, a political system based on 
ordination is simply impossible. It, 
however, we accept his two types 
of political system, we have to 
abandon his model of political 
action as essentially competitive 
action and, evidently, we shall 
have to accept that il we talk in 
terms of a segmentary political 
system and a political system based 
on ordination, we are conceptua¬ 
lising political behaviour as some¬ 
times competitive (segmentary) 
and sometimes hierarchic (ordina¬ 
tion). In other words, competition 
is not a critical concept in the 
construction of a model of political 
action. What is the critical con¬ 
cept then? We return to our start¬ 

ing point : What is a political 
system? What is the distinctive 
set of properties of political action? 
Anthropological studies of political 
systems, based on thorough field¬ 
work of two full decades are silent. 
No, they speak in a language of 
internal self-cancellation. Tailpiece: 
When self-cancellation comes, can 
synthesis be far behind? Shelley 
sang of winter and spring and Marx 
wrote of internal contradictions 

leading to synthesis. But the crea¬ 
tive value of self-cancellation? I 

do not know. 

Conclusions 

After this facetious flight into 
poetry and dialectics — a cover 
for disappointment, perhaps -— I 
now pass on to summarize the 

results of my critical appraisal of 
the anthropological works on politi¬ 
cal systems in a more formal ;md, 
I am afraid, in somewhat irritating 
language. 

(a) In the very fir-.! systematic 
work, “African Political Systems", 
need for developing a model of 
political behaviour was stressed by 
Raddiffe-Brown on the ground that 
without such a model, not only 
analysis will suffer, but also, even 
preliminary steps in fieldwork can¬ 
not be undertaken. Without a 
model of political behaviour, we 
simply cannot know the significant 
relevant questions that we. have to 
ask ourselves during fieldwork 
which, after all, is undertaken to 
collect data to answer certain ques¬ 
tions. This advice of Radcliffe- 
Brown, the soundest point of his 
introduction to “ African Political 
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Systems % appears to have been 
largely ignored by subsequent stud¬ 
ents. Construction of model has been 
generally taken as a ritual act and 
its basic and critical methodological 
role has not been realised. This 
fact has liberated most anthro¬ 
pologists from deliberate, explicit 
and rigorous efforts that are neces¬ 
sary for concept-formation and has 
given them an inordinate respect 
lor field-work, the mystique of 
contemporary anthropology. It 
does not seem to be necessary so 
much as to pause and ask: Field¬ 
work, certainly — but on what? • 


(b) The most confused thoughts 
of Radctiffe-Brown, embodied in 
the particular model of political 
behaviour propounded in “ African 
Political Systems ”, have, however, 
been a great fertilizer in research, 
producing, of course, theoretically 
and conceptually, their own kind. 
Raddiffe-Brown’s model could not 
draw the distinction among govern¬ 
ment, political action and adminis¬ 
tration and, therefore, could not 
conceptualise their interrelation. 
M G Smith's classic paper clearly 
diagnosed the malady which was 
bound to develop due to this inade¬ 
quate conceptualisation. He a! sc 
showed that the inaludy was infec¬ 
tious. Among other things, h preven¬ 
ted the development of segr.ientan 
theory in the context of political 
action, and even IB years after 
Radcliffe-Brown’s formulation, we 
find the infection very much pre¬ 
sent in “ Tribes without Rulers ” 
and many intervening works.- 


(c) One reason that I can offer 
for this state of affairs is that then' 
is a general mood in anthropologi¬ 
cal thinking, particularly, in an¬ 
thropological studies on political 
systems, which weakens the willing¬ 
ness to take a specific stand on 
theoretical and conceptual pro¬ 
blems and prevents the growth of 
awareness of the need for building 
one s ideas on the foundation of a 
critical appraisal of earlier works 
on a theoretical and conceptual 
level. I gave quite a few examples 
of this mood. In anthropological 
works, reference, no doubt, is 
made to earlier works and there is 
generally a bibliography at the end 
of each paper or book which 
anthropologists publish on political 
systems. But reference is one 
thing and creative, theoretical and 
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use of ' earlier works, 
assimilation of their Achievements, 
realisation of the reasons behind 
their failure and further work 

based on knowledge of both of 
them are, indeed, quite another 

matter. 

(d) Does this mean that ‘anthro¬ 
pological’ studies on political 

systems add nothing new to our 
knowledge? The answer is a de¬ 
finite no so far as knowledge here 
means conceptual precision, theore¬ 
tical formulations or even ter¬ 

minological agreement. Differences 
among students here are indications 
of a kind of sterility and not of 
conditions of possible creativity. 
Rut if we take everything new as 
an addition to knowledge, then, of 
course, these studies have a posi¬ 
tive value. They have, after all, 
produced quite a mass of ‘facts’ on 
a number of culture and societies 
which earlier were unknown or 
inadequately known, to conven¬ 
tional students of economics, poli¬ 
tical systems, law and so forth. 

(e) This analysis was a search 
for an ‘anthropological’ approach 
to the study of political systems, 
an approach denied to political 
scientists. I failed to discover any¬ 
thing of the kind on a theoretical 
or conceptual level. One might 
object to this and say that anthro¬ 
pologists study a political system 
in its relations to other systems of 
behaviour. This would he a sound 
argument if anthropologists could 
clearly say what they mean by a 
political system. In view of their 
inability here, this argument is an 
indication of a very laudable ambi¬ 
tion which, however, is still far from 
actual achievement. As a last re¬ 
sort, fieldwork might be pleaded as 
the distinctive feature of the ‘an¬ 
thropological’ approach. To my 
mind, stress on fieldwork during 
Malinowski’s times was very neces¬ 
sary as a reaction to the enthusiasm 
of the stalwarts of the school of 
unilineal evolution; but it has now, 
more or less, become the accepted 
method, where possible, for collec¬ 
tion of data, in all social sciences. 
Some branches of knowledge with a 
heavy hangover of speculative 
traditions, for instance economics 
and political science, may per¬ 
haps have to learn a lot from 
anthropologists so far as fieldwork, 
as such, is concerned. But only 
fieldwork is not anthropology, what¬ 


ever may be the way in which 
anthropology is defined. Since 
fieldwork is now gradually being 
adopted by others, we might, per¬ 
haps, console ourselves with the 
thought that the ‘anthropological’ 
approach is spreading. If we ac¬ 
cept this consolation, we are on 
the way to admit that ‘anthro¬ 
pological approach’ will soon 
cease to have anything ‘ anthro¬ 
pological’ about it and will be 


called merely ‘fieldwork’ by thoie 
who use it. The ‘anthropological 
approach’, as applied to the study 
of political systems can be con¬ 
ceptually considered to be different 
from the approach of political 
science, if this difference can be 
shown to the credit of anthropology 
in practice. This being not possi¬ 
ble at the moment, ‘anthropological 
approach’ towards political system 
remains a fruitless article of faith. 


Ship By Gnat Eastern's 
'JAG' SHIPS 

y 

...and tolp to build up India’* 
•hipping power and maritime 
trade. 
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Compulsory Savings and Economic Development 

Ramgopal Agarwaia 


While the ha.su idea behind the Compulsory Deposits Scheme is no doubt sound, the scheme as it has 
been formulated is not at all suited to the requirements of long-term economic growth. 

The principal objection against the scheme is that the deposits are for a period of only five yean. 
Even if the scheme is confirmed beyond five years, the receipts from it will roughly balance the re payment 
of old deposits. 

The scheme would have been more effective if the deposits had been made repayable after a longer 
period, say, 15 years. Further, could not the dejmsi.ts hr paid bach in the form of equity shares in public 
sector enterprises ? 


r | 1 HE basic idea behind the (.oin- 
pulsoty Deposits Scheme, in 
o«r present context, in quite sound, 
indeed, I believe that the applica¬ 
tion of this idea in some suitable 
way provides the best means of 
achieving rapid economic develop¬ 
ment without allowing the inequa¬ 
lities of income and wealth to grow 
rapidly. For meeting the two-fold 
requirements of defence and deve¬ 
lopment, the publie must be made 
to save more; and if this is to be 
done by taxation, or inHationaiy 
credit, it is likely to increase ine¬ 
qualities of income and/or affect 
incentives adversely. A scheme 
for borrowing (either voluntary or 
compulsory) muy be better in both 
these respects in so far us it allows 
the savers to retain the proprietory 
rights in the funds that they arc. 
made to save*. 

Inttiiimhlr Form 

However, the form in which the 
present Compulsory Deposit Scheme 
has hern prepared is not at all 
suitable from the point of view of 
long-term economic growth. These 
deposits an' said to he repayable 
after five years. After five years 
we shall be in the middle of the 
Fourth Five Year Plan which is 
likely to he ‘ambitious’ aitd to con¬ 
tain considerable inHationary |K>ten- 
tial for the economy. Now if the 
CDS is to be discontinued after 
five years and the entire deposits 
repaid at once it will increase 
considerably the danger of inflation. 
Even if the repayments are made in 
five annual instalments, it will add 
to a certain extent to the inflationary 
pressure. Again, if the Scheme is 
continued after five years, the re¬ 
ceipts on this account will roughly 
balance the payments of the old 
deposits (the difference between 
them because of the increase in 
income over the period being rather 
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negligible). And it is difficult to 
justify the introduction of such a 
complicated scheme involving so 
much of administrative and politi¬ 
cal difficulties for such a short-run 
benefit. The important jx>int is 
that the C D S will be helpful only 
if these loans are (a) of long- 
maturity and (h) non-negotiable. 
as far as practicable. The present 
scheme satisfies the ciiterion of 
non-negotiahility but it is not of 
sufficiently long maturity. 

Compulsory Insurance 

The above argument suggests 
that the deleterious effects of the 
present scheme could be reduced to 
a certain extent if the deposits are 
made repayable after, say. IS 
years by which time, many of out 
projects may be expected to pro¬ 
duce results. Howevei. it will be 
better to explore the possibilities of 
repaying these debts in the form 
of the equities of public sector 
enterprises. This may be more 
aeceptable to the public in so far as 
it reduces the danger of the erosion 
of the real value of loans as a result 
of rising prices; and it niav also 
introduce the urgently necessary 
sense of economic calculation in 
the management of public sector 
enterprises. 

Apart from the above, it mav be 
suggested that the value of compul¬ 
sory savings scheme be enhanced by 
a suitable combination of the follow¬ 
ing methods: (a) make life insu¬ 
rance compulsory for all married 
persons with incomes above a cer¬ 
tain limit; (b) encourage schemes 
of bonus shares in public limited 
companies. 

The scheme for compulsory life- 
insurance will have the virtue of 
long maturity. If the average age 
of marriage may be assumed [o be 
20 and the expectation of life at 


20 is 45, we may well introduce a 
scheme of 40 years’ maturity. No 
big repayment problem will have 
to be faced in 40 years and the 
annual repayments falling due will 
be rather small. In this case, of 
course, the net additions to the 
volume of savings because of the 
payment of premiums will not he 
very great after 40 years; but by 
this time we could be expected to 
have overcome the problems of 
initial shortages. In addition to 
this the scheme would serve an im¬ 
portant humanitarian purpose by 
providing for the maintenance of 
the widows and of children of a 
Co lain section of the population at 
least. Further, it would serve as a 
reminder of the responsibility of 
marriage and may act as a deter¬ 
ment to early marriages, and thus 
help in birth control to a certain 
extent. 

Bonus Shares in Public. Enterprises 

It may be aijgucd that many 
people are already having -life- 
insurance policies and the increase 
in savings by making it compulsory 
will not be great. But the answer 
is that there is actually consider¬ 
able scope for extension of the 
scheme "to ' low-middle class and 
low income groups; and also that 
there is always the possibility of 
increasing il in depth i e increase 
the rate of premium and accord¬ 
ingly the value of the policies. 

For workers and salary-earners 
in public limited companies, it may 
also be useful to explore the possi¬ 
bilities of extending the scope of 

* For details of this argument see my 
article “Economic Development with¬ 
out Increasing Inequility”, The Eco¬ 
nomic Weekly! November 4, 1961. 

Also Hugh T Patricks’ criticisms 
of my article in the issue of April 28, 
1962, and my reply in that of July 
7, 1962. 



onus-thawfe Far utilising oat 
i dnstri sl capacity to the taksdmum, 
is desirable to allow lor overtime 
-ork and progressive piece rate 
pstejfl of payments wherever possi- 
le. Now if these are paid in cash, 
to possibility of increasing invest- 
sent will be reduced to a certain 
xtent. A scheme of bonus shares 
rhile providing the incentive for 
otter work will not add to the 
nflationary pressure. Apart from 
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this, this maV-- effect ' important 
changes in industrial relations in 
the long-run. This will extend 
ownership amongst the workers 
and create a sense of proprietory 
interest in the Arms and thus aci 
as an incentive to greater produc¬ 
tivity and more peaceful industrial 
relations. The schemes of worker!* 
participation in management and 
profit sharing by workers will get 
an automatic and strong sanction. 


Tata Engineering and Locomotive Co 


’HE Annual Report of Tata 
Engineering anti Locomotive 
^o for the year ended March 31, 
[963. bears the impact of the natio- 
isl emergency in several respects. 
First, even with a rise in the sales 
turnover, excluding excise duties, 
jy about Rs 2 crores, the profit 
turned out to be less by Rs 35 
lakhs, due to (i) delay in Govern¬ 
ment’s sanctioning an increase in 
telling prices of diesel vehicles to 
compensate increased custom duties 
and higher cost of imported com¬ 
ponents, (ii) special rebate on 
vehicles supplied to defence ser¬ 
vices, and (iii) new SPT levy of 
Rs 23.30 lakhs. Second, shortages 
of essential materials and foreign 
exchange affected output which 
otherwise would have been still 
larger. Third, in view of the in¬ 
creased demand for the Company’s 
vehicles for defence purposes, Go¬ 
vernment has, in revision of its 
previous suggestion, now desired the 
Company to go ahead and imple¬ 
ment the second stage of expansion 
for increasing the output capacity 
of Tata Mercedes-Benz from 18,000 
to 24,000 vehicles a year, for which 
the Company Is now submitting a 
second application |6 A 1 D for a 
further loan to cover foreign ex¬ 
change requirements. Fourth, as a 
result of reservation of about 80 
>er cent of the output to Govern¬ 
ment, the reduced allotment to non¬ 
defence purposes is affecting the 
dealer organisation, and spare parts 
availability position. 

Efforts were made during the 
year to Increase the indigenous con¬ 
tent of d»e vehicles to 90 p c. 
Production in the automobile divi¬ 
sion -was satisfactoryand-output of 
diesel vehicles rose from 12,100 
vehicles in 1961-62 to 12,200 in 


1962-63. Owing to the excellence 
of the vehicles, the hulk of the out¬ 
put was allocated to Government. 
In the engineering division, produc¬ 
tion of steam locomotives was 
carried out according to schedule 
and the number of vehicles deliver¬ 
ed during the year was 93 with the 
indigenous content as high as 98 
per cent. However with reduced) 
orders on hand, a part of the capa¬ 
city released will be effectively 
utilised for the production of ex¬ 
cavators and industrial shunters. 
Demand for diesel industrial shun¬ 
ters continued to be good and 11 
shunters with an indigenous con¬ 
tent of about 80 p c were delivered 
during the year. Hie demand for 
Tata — : P & H earth moving equip¬ 
ment increased substantially and 
the Company is now licenced to 
double its output. The paper and 
pulp machinery project did not 
make expected progress. In the 
foundries division, operations in 
the steel foundry were interrupted 
by power shortages, but the planned 
output of steel castings was main¬ 
tained. Besides supplying special 
alloy steel castings tor the manu¬ 
facture of excavators, some high 
quality steel castings were also ex¬ 
ported. 


ChtAmm vt the Ccsnpaoy,- 
R D Tata, in his statement 
attached to the Directors’ Report, 
has brought into focus some of the 
material facts concerning the pre- j 
sent working *nd future prospects 
of the Company. In spite of the 
shortage of steel, particularly flat 
products and specials, the turnover 
was about 5pc higher than in the 
previous year. The establishment of 
production of excavators and diesel 
shunters has helped to diversify the 
range of products manufactured. 
But for the shortage of essential 
steels, the output would have been 
appreciably higher. For imple¬ 
menting the second stage of expan-' 
sion programme which is now ac¬ 
celerated at the Instance of Govern¬ 
ment, to . increase the output of 
TMB vehicles, the rupee finance 
required will be raised in an ap¬ 
propriate manner and is now under 
the consideration of the Directors. 

Shri Tata has stressed the need 
for additional foreign exchange for 
import of raw materials and com¬ 
ponents without which, he says, the 
present enhanced rate of output by 
additional shift* and overtime 
working cannot be sustained. He 
has also drawn attention to the fact, 
that owing to the diversion of out¬ 
put to meet defence needs, the 
commercial vehicle target for the 
Third Plan which has been set at 
60,000 by 1965-66 will not be at¬ 
tained. Want of capacity with the 
main manufacturers and the com¬ 
ponents* industry will also account 
for the short-fall. 


Turning to the engineering divi* 
sion where progress is handicapped, 
mainly by non-availability of the 
required types of steel, Mr Tata 
expressed the view that the uncer¬ 
tainties created by the material 
shortages result in processing of 

Tata Engineering and Locomotive Co 

(Rs Lakhs) 


Sales (excluding excise duly) 
Income before uxei 6c 

1962-63 

1961-62 

1960-61 

1959-60 

1958-59 

- 3989 

3793 

3427 

2803 

2645 

Reserves 

327 

378 

313 

222 

154 

Net profit before reserves 

143 

190 

{Rs) 

191 

128 

141 

Earnings per ordv share 

16.83 

22.97 

2238 

15.03 

24.44 

Dividend per ordy share 
Retained earnings per 

1430 

14.50 

1430 

12.50 

9.00 

ordy share 

Book value per ordy share 
after excluding allocation 

2,33 

8.29 

8,08 

2.53 

15.44 

to dividend reserve 

141 

138 

130 

122 

119 
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YEARS OF NEW HEADINGS 


New compass settings for new routes. New schedules signifying 
quicker journeys. New aircraft flying you at new heights of comfort 
lO years of heading towards broader horizons since 1953 when 
eight different airlines were merged to form IAC. lO years of steady 
growth, of careful planning which have led to better air travel— 
symbolised above all, by the Caravelle, with its rear mounted jet 
engines, shortly to fly in Indian skies.' 
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Generously 
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National 
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uneconomic -batches* 
ing, low labour . 
lock-up of funds'. *faS wbilcMB-pro* 
gress. Ail tudiT^titeident opera¬ 
tions inevitably raise costs and lead 
to wastage of production facilities. 

As for new projects, the Chairman 
states that although having regard 
to the financial and managerial re¬ 
sources, it will not be advisable for 
the Company to take up any new 
ventures which might affect the 
tasks already committed, (he Com¬ 
pany as an exception will go ahead 
with the project to Set up a plant 
in collaboration with a German 
firm for the production pf press 
tools, dyes and production devices 
needed by the repetitive engineering 
industry. This project, according 
to Shri Tata, will, apart from sav¬ 
ing and earning foreign exchange, 
develop skills and techniques. 

The operations of the Company 
for the year to March 1963 reveal 
that sales and other incomes were 
up by about Rs 2.12 crores at Rs 
44.36 crores, i e by 5 p c, while 
profits before taxes and allocations 
declined by 13.2 p c from Rs 3.78 
crores to Rs 3.28 crores. Costs of 
operations went up by Rs 2.62 
crores with rise in raw materials, 
components, salaries and -.-wages, 
manufacturing, administration *and 
selling, and interest charjj*. jfjxfc- 
tion provision and development, re¬ 
bate reserve have absorbed Rs 2.12 
crores as against Rs 2.28 crores in 
the previous year. The balance of 
profit has thus amounted to Rs 
115.53 lakhs compared with Rs 
150.47 lakhs. Adding the previous 
year’s balance of Rs 3.62 lakhs and 
transferring Rs 6 lakhs from Gene¬ 
ral Reserve No 1, the amount 'avail¬ 
able for disposal is ^raised to 
Rs 125.15 lakhs (Rs fS&SfcJakbs). 
The transfer from General Reserve 
No 1 is necessary owing to the in¬ 
adequacy of the year’s profit to 
maintain last year’s dividend. A 

sum of Rs 125 lakhs is transferred 
to Dividend Reserve (leaving Rs 
14,962 to be carried to the next 
account) and from the Dividend 
Reaarve, the Directors have recom¬ 
mended the payment of a prefere¬ 
nce dividend at Rs 5.55 per share 
of Rs 100, subject to tax, (total di¬ 
vidend Rs 8,32,5Q0)taiaf *h, ordina¬ 
ry dividend tgjt,, .Rss^’^^fcnje.. #s 
in last year) per share of" Rs 100 
(Rs 10.15 p c free of tax, being 
subject to relief under Sec 84 of 


the Incotne4ax Aot} absorbing Rs 

GALES of products of Metal Box 
Co of India during the year 
ended March 31, ,1963 inctlMtaed by 
Rs 136,89 lakhs to Rs 1208.33 
lakhs, i e, by about 13 p d. Profit 
after depreciation but before taX«F 
tion has increased by Rs &8S lakhs 
to Rs 123.60 lakhs, but the profit 
margin has Slightly gone 1 down 
from 10.6 p c to 10.2 p c. Provi¬ 
sion for taxation is made at Rs 79 
lakhs which is Rs 21 lakhs more 
than in the previous year. The pro¬ 
fit after tax is however lower at 
Rs 44.60 lakhs as compared to Rs 
55.65 lakhs in the previous year 
showing a reduction of about 20 
p c. Including a balance as per 
last account of Rs 29.83 lakhs, the 
amount available for disposal 
aggregating to Rs 74.48 lakhs has 


b*eit '( appropriated to" Bevefapamt 
Rebate Reserve to the extent' of He 
2.50 lakbs (Rs 4.20 lakhs), 
General Reserve Rs 39.50 lakhs 
(Rs 10.00 lakhs), dividend on pt 
ference shares (at 6 p d subject 1 to 
deduction of tax) Rs 1.50 lakhs 
(Rs 1.60 lakhs), dividend on equity 
shares Rs 30.59 lakhs (Rs 40.23 
lakhs) at the rate of Rs 1.90 per 
share (inclusive of the interim 
dividend of Rs 0.90) subject to 
deduction of income-tax and' super¬ 
tax. Net earnings per preference 
share works out to Rs 148.6 per 
share and net earnings per ordinary 
share tq Rs 2.68. Thus the prefer¬ 
ence dividend is covered 24.7 times 
and the ordinary- dividend 1.41 
times. At the current quotation 
of about Rs 49.87 per share, the 
equity yields 3.9 per cent. 

In his review of the Company's 
affairs, the Chairman states that 


Small Industrialists 

ENLIST WITH THE SMALL INDUSTRIES SERVICE ‘ 
INSTITUTES OF YOUR STATE FOR ASSISTANCE 

IN 

GOVERNMENT’S STORES PURCHASE PROGRAMME 

Pm chases by the D. G. S. & D. from small industries sponsored, 
under this programme amounted to Rs 15 crores during 1962-63 and 
are steadily increasing. 


unit. 


4 


Your firm can take advantage of this scheme if it is an enlisted’ 

For assistance in enlistment and information on : — 

* Items reserved by the DGS A D for exclusive procurement 
from small scale industries 

* Items which cun be produced by small scale units and which 
are in repetitive demand 

* Specilications/drawings for these items, 

t 

Contact the nearest office of the : 

Directorate of Industries 
Small Industries Service Institute 
National Small Industries Corporation 

Issued by The -Development Commissioner, Small Scale Industries, 
Government of India, Udyog Bhavan, New Delhi. 
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many erf the adverae features which 
marked the Company’s operations 
during the earlier pan of the year 
gave way to a new impetus under 
the shock of emergency resulting 
id increased production and demand 
for the Company’s products. Diuect 
defence supplies will form a sub¬ 
stantial part of the Company’s acti¬ 
vity during the year. Sales of 
non-tinplate products are increas¬ 
ing, making up about 25 p c of the 
total sales. 


Brno Trade Fair 

CZECHOSLOVAKIA’S annual In¬ 
ternational Trade Fair will he 
held at Brno from September 8 to 
22. The main emphasis at this year's 
Fair will be on the following exhi¬ 
bition groups: 

Chipping machine tools, forming 
machines and attachments. 

Machinery and equipment for the. 
chemical industry. 

Transport engineering, building 
and road-building machines, 
interplant transport. 

Agricultural machines and equip¬ 
ment. 

Exhibitors from a large number 
of countries will take part in the 
Brno Fair. They will display their 
products in individual expositions 
arranged according to industrial 
brandies and track: sections and 
also set up their own information 
stands in the Pavilion of Nations. 

A scientific-technical event of top 
importance preceding the Fair will 
be the Thirtieth International 
Foundry Gingress to be held in 
Prague from September 2 to 6. The 
Congress is organised by the Czec¬ 
hoslovak Scientific-Technical Society 
in cooperation with the Trade Union 
of Engineering Workers. 

Besides the Foundry Congress, 
the Czechoslovak Scientific-Technical 
Society will organise, within the 
framework of the Brno Fair, eight 
specialists' days of new technology 
and two scientific symjosia with 
international participation. 




The Stste Bank of India, through its many branches. Is re ad y 
to offer help and advice to small industrialists In need of a loan. 
Please call on the Agent of the branch In your town for full 
particulars. 


Money Market 

Thursday, Morning. 
The inter-bank call money rate 
which fell to 0.75 per cent on 
July 5, continued unchanged until 
July 22, on which day it spurted 
«.Vj’ to 3.5 pc owing to some demand 


STATE BANK OF INDIA 

INDIA’S LEADING BANK 
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for 1 funds ■ for aubecriptkoi to 
new' Government loeijs, w£idtes*f«fc, 
ed on that day. The continued east* 
Rees was not surprising m view of 
the inflow of funds during the past 
several weeks as reflected by the 
rising deposits of banks and declin¬ 
ing bank credit. The spurt of July 
22, however, proved temporary as 
from the next day the rate began 
to decline again to settle at 1 p c 
from July 26. This confirms the 
comfortable money supply with the 
banks despist the loan subscriptions. 
During the week ended July 19, ag¬ 
gregate deposits of scheduled hanks 
went up by Rs 26 crores,- while 
hank credit fell by Rs 13 crores, 
and the steady increase in the gap 
between the two has brought down 
the credit-deposit ratio to 68.84 pc 
on July 19 from 74.34 p c on June 
7. 

According to the latest -statement 
of the Reserve Bank of India for 
the week-ended July 26, notes in 
circulation contracted further by 
about Rs 29 crores. The continued 
decline in notes in circulation de¬ 
spite the issue of Central loans 
would appear to indicate that subs- 


efiptua to the fcan* hadaot put 
any special pressure on funds. The 
contraction in notes has enabled the 
Reserve Bank to transfer Rs 25 
crores of rupee securities from the 
Issue department to the Ranking 
department. Central Government 
balances with the Reserve Bank have 
shot up by Rs 94 crores.: owing 
mostly to receipt of loan subscrip¬ 
tion, The fall of Rs 26 crores in 
deposits of scheduled banks with the 
Reserve Bank also indicate diver¬ 
sion of the banks’ funds to the 
Government loans. Thai the sche¬ 
duled banks’ resources have increas¬ 
ed further during the Week is evid¬ 
ent from the repayment of their 
borrowings from the Reserve Bank 
to the extent of about Rs 12 crores. 

A Reserve Bank press note an¬ 
nounces that the total subscriptions 
to the further tranche of 4 p c 1969 
Loan, and the 44 pc 1973 Loan 
amounted to Rs 226.17 crores 
(against Rs 225 irores invited) of 
which conversions amounted to Rs 
19.14 crores. Thei4 pc 1969 fetch¬ 
ed Rs 117.17 crcjres while the 4$ 
p c 1973 yielded Rs 109 crores. The 
closing of the list a day earlier than 


Notified would appear to indicate 
that the response was quite good* 
although there was clearly no rush 
for the loans. According to reports, 
major subscriptions came from the 
LIC, State Bank, and Reserve Bank 
while commercial banks’ offtake 
was comparatively small. 

Despite the absorption of funds by 
the Central Loans, the general buo¬ 
yancy in the gilt-edged market con¬ 
tinues owing to the interest exhibit¬ 
ed by the institutional investors and 
commercial banks, attracted by high¬ 
er yields, particularly in sqme loans, 
a< for instance in the 3 pc 1970- 
75 which was outstanding, rising 
from Rs 87.55 to Rs 88.25 within 
a fortnight. The new 4 p c 1969 
began to ease off from the issue 
price of Rs 99.50 probably due to 
stag selling, but recovered later due 
to support. 

Around Bombay Markets " 

As our Market Correspondent is 
indisposed, “Around Bombay Mar¬ 
kets’’ does not appear this week. 

— Ed. 
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the plans 

Saving! or spending—do it through 
a Bang and help us increasingly to 
serve you and the National Plans. 



United Bank of India Ltd. 

Hftso omci ■ 4. cuv» ghat street. Calcutta 
; A SYMBOL ^||j| Of SERVICE 
offim coMetrra mnsino servic* 




Office — Sir PbirMe^bfdi Mehta Road 
Ahmeds bad Office — 13, Relief Road, Kalupur 
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CURRENT STATISTICS 

BANKING RETURNS 




(Rs crons) 



BeMTvs Bank 

July 26 

July 19 

Jane 28 

Jane *9, 
’82 

1 

Note circulation 

2208.91 

2237.58 

2259.50 

2076.68 

2 

Rupee coin 

120.08 

117.48 

115.32 

116.24 

3 

Deposits 

(a) Central Govt 

149.27 

54.95 

65.07 

53.36 


(b) Other Govts 

9.11 

15.82 

14.49 

25.49 


(c) Banka 

85.87 

112.07 

101.59 

98.70 


(d) Others 

209.83 

207.05 

156.49 

149.65 

4 

Foreign securities 

95.28 

95.26 

99.83 

01.68 

5 

Balance abroad 

5.56 

6.29 

6.51 

5.64 

« 

Rupee scuritles 

1901.31 

1028.31 

1986.70 

1794.31 

7 

Investments 

331.56 

318.17 

272.80 

282.27 

8 

Loans and advances 





to Govts 

56.33 

50,84 

58.11 

34.89 

9 

Other loans and 
advances 

120.70 

123.51 

141.67 

134.93 

Scheduled Banks 

July 19 

July 12 

June 21 

June 22, 
’62 

1 

Aggregate 
deposits (net) 

2180.07 

2154.44 

2123.28 

2028.49 


Demand (net) 

920.15 

909.80 

894.57 

789.31 


Time (net) 

1259.92 

1244.86 

1228.71 

1239.18 

2 

Cash in hand 

52.06 

53.46 

53.57 

49.05 

3 

Balance with 
Reserve Bank 

103.32 

87.20 

85.00 

102.65 

4 

(2) + (3) as % 
of (1) 

7.13 

6.53 

6.53 

7.48 

5 

Borrowings from 
Reserve Bank 

0.47 

1.57 

1.36 

0.63 


(a) Against usance 





bills and/or pro- 





mlssory notes 

0.09 

0.94 

0.46 

0.22 


(b) Others 

0.38 

0.63 

0.90 

0.41 

6 

Advances 

1287.54 

1303.05 

1304.70 

1227.26 


(a) State Bank 

252.83 

356.25 

262.25 

273.07 


(b) Others 

1034.71 

1047.70 

1042.45 

954.16 

7 

BUIb discounted 
(a) Inland 

160.98 

158,33 

170.39 

123.01 


(b) Foreign 

52.14 

51,51 

48.81 

44.73 


(c) Total 

213.12 

209.84 

219.20 

167.74 


(1) State Bank 16.48 

17.18 

17.06 

16.54 


(11) Others 

198.66 

192.66 

202.14 

151,20 

8 

(8) + (7) as % 
of (1) 

68.84 

70.26 

71.77 

68.77" 

9 

Investment In 

Govt Securities 

897.08 

691.03 

$42.82 

620.03 

10 

(9) as % of (1) 

31.98 

32.07 

30.27 

30.57 


INDEX NUMBER OF WHOLESALE PRICES 

(Ban-. 1952-53= 100) 


Bombay Money Rates 

(Per cent per annum)' 


Call money 
from Banks 
Deposits 
Seven days 
Three months 
Six months 


July 19 

July 12 

June 21 

Jane 22, 
*92 

1962: 

1962 

0j80 

080 

169 

1.71 

1961 

1960 

3.00 

3.00 

3.00 

2.71 

1956 

— 

— 

3.50 

3.50 

1951 

3.75 

3,75 

3.75 

3.75 

Source 


MONTHLY AVERAGES 
June 1963 May 1963 Jane 1962 


Food Articles 

Cereals 

Pulses 

Fruits & Vegetables 
Milk & Ghee 
Edible oils 
Fish, Eggs & Meat 
Sugar & Gur 
Others 

Liquor and Tobacco 
Tobacco 

Fuel, Power, Light A 


184.8 
112.1 
108.5 

139.2 
130.0 

150.9 
147 J. 

187.9 

178.9 

119.2 

118.3 


13L5 

109.9 
106.2 

140.9 

127.2 

147.3 

144.9 

173.8 

178.8 

118.4 

115.4 


126.5 
105.0 

102.6 
142.0 
128.7 
162.2 
141.4 
138.9 
170.3 

90.7 

96.2 


Lubricants 

187.1 

186.9 

128.9 

Industrial Raw Materials 

138.7 

187.3 

186.1 

Fibres 

133.6 

134.4 

127.3 

Oilseeds 

152.4 

148.2 

151.6 

Minerals 

93.4 

93.4 

93.6 

Others 

125.2 

125.4 

126.7 

Manufactures 

180.5 

180.7 

128.9 

Intermediate Products 

189.0 

188.6 

139.5 

Finished Products 

129.1 

129.4 

127.2 

Textiles 

127.2 

127.7 

126.9 

Cotton 

135.3 

135.0 

129.5 

Jute 

101.3 

102.7 

118.1 

Woollen 

142.7 

142.4 

141.3 

Silk & Rayon 

130.9 

140.2 

129.1 

Metal products 

161.5 

161.2 

160.3 

Chemicals 

127.3 

117.4 

113.8 

Oil cakes 

166.5 

164.8 

154.7 

Machinery & Transport 




Equipment 

123.2 

123.3 

117.8 

Others 

128.1 

127.9 

125.2 

All Commodities 

183.9 

189.1 

127.5 

INDIA’S FOREIGN EXCHANGE RESERVES 

(Rs Lakhs) 





Variations over 



the previous 

End of 

Amount 

year/raonth 

1963 : May 

306,39 


+ 11,65 

Apr 

294,70 


—4*0 

Mar 

259,09 


+ 16,58 

1962 : Dec 

243,60 


+ 3,88 

May 

250,37 


—23,83 

1961-62 

297,31 


— 6,30 

1960-61 

303,61 


—59,26 

1959-60 

362.87 


—16,05 

1958-59 

378,92 


—42,30 

1957-58 

421.22 


—259,88 

1956-57 

681,10 


— 143,51 

Source 1 Reserve Bank of 

India. 




COAL PRODUCTION AND DESPATCHES 

{Monthly Averages or Calendar Months) 

(’000 Mitric Tons) 

Rrisings Despatches Stocks at 


1963: 


Mar 

r* 

Jan 

Mar 


5,810 

5,643 

5,840 

5,190 

5,130 

4,675 

4,384 

3,338 

2,915 


5,230 

4,733 

5,010 

4,576 

4,573 

4,190 

3,860 

2,959 

2,473 


pit head 


3,761 

3,767 

3,483 

3,290 

3,458 

2,810 

2,824 


Ministry of Mines and Fuel, Government of India 



\ ' &A 




ToralSmall, 

National Savdn^Certi&catts 
5 ywna 1 

7 Tear* , , 

12 years ' ', *, 

National Plan Cbrtificetes 
12 yean 
10 years 

Annuity Certificates 
(15 years) 

Cumulative Time Deposit 
5 years ’ ' v 

10 years 

Post Office Savings 
Bank Deposits 
Cash Certificates, Defence 
Savings Certificates and 
Defence Savings Bank 
Deposits '■ 

Treasury 

10 years Deposit (34%) 
Savings Certificates (4%) 


Jsfey *«. 

■ ‘.(a ■ • • 

' " ‘G- 


V,. t*» ttikl) 
*}!&■’& ' ■ -Me *63 


k 

, * 


,.s> \fc' 


lAS-*, V ‘e 

7jS 




" ,% 

. X' 
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1962-63 

Total 


1961-62 

Totjtl 


2„- 3,83 3 


42 

!« 


19,37 

60,62 


0 



k, 

' ft'! O 

RA- 

O 

, R 

. o ■ 


- -vS, 


49,03 

939.85 

355,88 

939,85 

341,48 

8724#; 

■w 

r* t* ■. - 

r pt y. 

i*V 

^ 80 


59 


86. 



-' ■ l.»; 

i — ' 

H* 1^0 

— 

1,39 

— 

1,89 

4 

■— 

48,48 

— 

63,07 

— 

48,48 

— 

63,52 

. 


: 368*44" 

5.5J 

355,31 

42,15 

368,44 

79,81 

347,96 


*—• 

16,23 


, 17,28 

— 

16,23 

— 

17,91 • 

3,83 

5 

3,83 

S 

3,69 

50 

%3,83 

49 

3,63 

>,»4 

; • K 

7;54 

26 

4,38 

3,78 

7,54 

2.33 

3,96 

• 3,69 

id 

8,54 

11 

2,17 

1,65 

3,54 

1,01 

1,91 


»,7«. 

346,64 

19,89 

339,57 

236,68 

346,64 

241,05 

347,90 

-42,66 

_ 

-42,63 

- ‘ 

’i42*Sl 

— 

-42,63 

— 

*42,45. 

19,90 

- 

20,38 


26,11 

_ 

20,38 


27,50 

60,66 

— 

" 60,76 

92 

55,69 

7,32 

60,70 

16,79 

53,33 


Note : Annual figure* relate to the year beginning April. R — Receipts; O = Outstandings. 

Source s Accountant General, Posts and Telegraphs Department, Government of India, and Reserve Bank of India, 


INDUSTRIAL FINANCE CORPORATION 
Liabilities and Aaaeta 

(Rs Lakh)) 



Figures for the 

last Friday 

of 

Liabilities 

May '63 April '63 

Mar ’63 May ’62 

Reserve funds 

Reserve for doubtful 

2,22 

2.22 

2,22 

1,75 

assets 

14 

14 

14 

14 

Provision for taxation 

59 

59 

59 

59 

Bonds and debentures 

28,24 

28,24 

28,24 

22,24 

Borrowings 

26,38 

25,07 

24,85 

17,89 

(i) From RBI 

1,12 

-— 

_ 

— 

(ii) From Govt 

(iii) In foreign 

23,75 

23,75 

23,75 

l7;75 

currency 

1,51 

1,32 

1,10 

14 

Other liabilities 

Total liabilities or 

21,15 

20,97 

21,04 

19,08 

assets 

Assets 

Cash in hand and 

78,74 

77,24 

77,09 

61,69 

balances with banks 

1,82 

3,64 

3,59 

uo 

Loans and advances 

57,60 

56,52 

55,63 

47,40 

Other assets 

19,32 

17,08 

17,86 

13,id 

— 

-4 

fo • . 

t*'-? 


_ 


Exports 
Imports 
Balance of 
trade 


jte, 

Foreign Trad^oC India 

Merchandise^ 

(Rs Cre 

May ’63 April *63 
58.93 


66.49 

97.27 


84,33 


—30.78 —25.40 


Source t Department of Commercial Intelligence and Sta¬ 
tistics, Ministry gT,. rCeswnerce and Industry, 
Government of India. 


STATE FINANCIAL CORPORATIONS 
liabilities and Assets 


(Hr Lakha) 
Figures for the 
May ’63 April ‘63 

No of SPC. 15 15 

Liabilities 

Capital and reserves 

(i) Paid-up capital 15,32 15,32 

(it)' Reserve fund 14 14 

(iii) Provision for bad 
and doubtful 
debts and 

other referee* 32 31 

Bonds and debenture* ' 18,48 18,51 

Other liability 16,58 14,81 

Toul liabilities tor 

asset* $■ 50,79 49,09 

Assets . . a . 

Cash in hand and W\ 

balances with banks 4,13 4,25 

Investments in ,x 

Govemmimt securities 4,52. 4,61 

Loans and advances 33,04 32,49 

Debenture* ... 22 „ 22 

Other assets 8,83 7,52 


latt Friday of 
Mar ’63 May ’62 
15 15 


15,32 

13 


26 

18,29 

13.76 

47.76 


4,12 

4.61 

31,83 

22 

6,98 


! 


No of employment 
exchanges! 

No of registrations 

350 

356.5 

349 

320.9 

341 

309.3 

May ’69 
50.09 

1962-’63 

699.48 

No of vacancies , 
notified 

No Df applicants’ placed 

80.2 

76.0 

69.9 

83.60 

1,009.58 

in employment 

No of applicants on 

41.0 

41.1 

33.4 

—33.51 

—310.10 

live registers + 2,562,8 

2.483.1 

1,924.2 


15,82 

14 


16 

14.99 

10,22 

41,35 

7,90 

4,52 
23,9« 
14 
4,86 


Employment Exchanges 

(At ’000*)' 

April ’63 Mar ’63 April ’62 1962 

(Total) 

342 

3,844.9 
790.4 
458.1 
2,379.5 

w except numoer ot employment exchanges, 
t At the end of the period. 

Source: Ministry of .Labour and Employment, Govern¬ 
ment of India. 
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The Party or Office? 

»i>. rjspiE All-India Congress Committee, the highest policy-making body 

of the Congress Party, did not meet to discuss the emergency until 
six months after the Chinese aggression. The AICC, however, has taken 
much more serious notice of the failure of Congress candidates at a 
series of by-elections. It is now meeting in a special session to consider 
the organisational problems in the light of these electoral'reverses- The 
session has been convened in response to a requisition sighed by mow 
than eighty members. The sharp contrast in the AICC*s response to 
the two events—)the Chinese invasion and the electoral rever s e s— 
would be -something worth taking serious note of, had it not been for 
certain subsequent and last-minute developments which seem to be eon* 
vulsing the Party. 

For oonvuleioq it is and nothing short of jt, when the AICC proposes 
seriously to debate that-senior Congressmen, should give up their minis- 
teriai posts and take up organisational work. Vet that is the proposal 
put forward by Shri K Kamaraj (who has dropped his caste surname 
of Nadar, in keeping with the spirit of emotional integration, to which 
the Congress stands committed, and as also more becoming the citizen 
of a secular State). If the slothful response of the AICC to the Chinese 
aggression and its alertness in being energised into action by electoral 
reverses suggest that the Congress puts the “Party before the country 1 ’, 
the proposal of Shri K Kamaraj that Congress Ministers should give up 
office and devote themselves to strengthening the Party surely fits the 
slogan “Party before post”. 

Kamaraj’s proposal has already bd$n discussed by the Congress High 
Command, approved and passed on to the AICC to be debated. While 
the debate on the resolution calling for an enquiry into the causes c(f 
the electoral reverses has been restricted to one day only, contrary to 
an earlier decision of thejWorking Committee, the whole of the second 
day of the session, the Marking Committee has now decided, would be 
devoted to the debate on the “Party before post” resolution. 

That top Congress Ministers should leave office is so. Startling, a 
suggestion that it has naturally taken the country by surprise. Though 
presented with a dramatic suddenness, it is not, however, a sudden thought. 

It has been brewing for some time. It seems to have taken shape at 
the meeting of the leaders of South India called by Pandit Nehru at t 
Hyderabad during his last visit to the South. Panditji at the time can- : 
celled some of his prior engagements in order to thrash it out and 
Kamaraj was then verjf near the centra of the picture. 

Who is to bell the cat? Which Ministers are to go? Who is to decide? 
According to pres* reports, which are somewhat speculative, Panditji 
was offered a tree hand to decide who should continue in Government 
and who should leave for party work. The Prime Minister, however, - 
is understood to have declined this offer on the ground that it would 
be too big an undertaking for him. That task, it appear*,' 1* 'dip 'tdfcbfe,,. 
carried out by a high-powered committee to be set up for this purpose.: - 
No such committee has been appointed yet, nor have the names of likely 
members been reported, 
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All this may betoken a seme of 
crisi* within the Congress, but how 
keen is the awareness of the Cong 
Mss of the causes of its failure and 
what is it going to do about it? U 
this heart-searching so very new? 
More than five years ago it was re¬ 
marked in these columns: 

“Since the last general elec¬ 
tions, it (the Congress) has been 
talking about streamlining its or- 

f ;anisation. ... The Congress is 
osing its hold on the people. As 
crucial domestic, political and 
economic issues have cropped up 
one after another, it has been 
proved time and time again that 
the Congress can no longer equate 
itself with the country, nor can 
the Congress Government claim 
the status of a representative Na¬ 
tional Government. ... It will 
be argued that, as the Party in 
power at the Centre and in all 
States hut one, the Congress has 
now lost the services of its ablest 
members who are now in the 
Government. There is something 
in this argument. But it is no less 
evident that the Congress is no 
longer attracting the best among 
the present or the coming gene¬ 
ration. There is no nourishing in¬ 
fusion of new. rich, blood, with¬ 
in the Congress, an old organi¬ 
sation led by old men, factional¬ 
ism is rampant. It exists in many 
States, particularly in Bihar, 
Punjab and Assam. To not a 
little extent, these factions within 
the Congress are responsible fo: 
militant parochialism in some’ 
States, as also for the gradual 
loss of prestige of the organisa¬ 
tion. Its other fatal defect — 
which it shares with the Goyern- 
ment — is its inability to reach 
firm decisions, as well as to: own 
its mistakes . • . %■ 

“These organisational - defects 
have an ideological basis. Within 
the Congress, the Old Guard is 
half-hearted in its acceptance of 
Avadi. A section of the Congress 
ia aware of this duality. It hijipes 
to maintain the popularity of the 
Congress by persuading it to adopt 
policies and practices which are 
more to the Left. By such tactics, 
the Congress hopes to steal the 
thunder from the Left parties. 
Pandit Nehru has so far succeed¬ 
ed in maintaining a balance both 
in the structure and in the ideo¬ 
logy of the Congress. But it be- 



. , , .f 

comes increasingly evident that 
the balance ,i» too precarious . 
(“State of the Republic”, Annual 
Number, 1958) • 

Is the situation'really so wry di¬ 
fferent today, except in one respect? 
The challenge that the Congress had 
to meet then was internal. Today, 
the threat on the borders looms laigc. 
Five years ago the Congress had to 
talk Left while acting Right. The 
latrst electoral reverses might sug¬ 
gest a need to talk Right also, but do 
they, really? A continuing crisi, 
stretching over more than five years 
—perhaps much longer—appears to 
he a contradiction in terms. Pandit 
Nehru, as always, stands poised, 
hesitating to act. He cannot perhaps 
any longer act. Many things are 
needed. The Party is to be stream¬ 
lined, there has to be better coordi¬ 
nation of policies, improved Plan 
performance and strengthening of 
defence. None can be separated from 
any of the others. But first things 
must come first. And what comes 


s a&W&mt wHfc ,. f. 
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first gweiwroent 

raulat# the right policy and i«fle- 

mebt it, - v. 

If the Congress is to ' r««jt ;;‘<he 
government. Congressmen have to 
come to the fore who are conscious 
of and willing to carry out the ple¬ 
dges which their Party haa to 
the country. What the Party is do¬ 
ing today is to foster and run a cam¬ 
paign through devious means of 

character-assassination and, by crea¬ 
ting an atmosphere of suspicion and 
distrust, to keep people guessing 
which heads will fall next. If Pan 
ditji is unable to grasp the nettle 
firmly and pull it out, the new slogan 
‘Party before Post’ may lead to a 
non-violent version of the sort of 
political liquidation by which dic¬ 
tatorships maintain themselves in 
power. The weeding out of the un¬ 
desirable elements can be carried out 
by the Prime Minister himself with¬ 
out conjuring up the spectre of a 
party caucus. The enemy is knoC’ 
king at the gate. 


Wrong End of the Plough 


T HF differences between the Plan¬ 
ning Commission and the Min¬ 
istry of Food and Agriculture have 
exploded into the open with S K 
Path's dramatic gesture of sending 
in his resignation from the Cabinet 
to the Prime Minister. These differ¬ 
ences, ii has been known for long, 
have been over a number of issues, 
including the responsibility for the 
poor performance of agriculture in 
the Third Plan, the measures neces¬ 
sary to stem this rot and to arrest 
the rise in food prices. However, 
on one point tiiere appears to be 
agreement - viz on the need to in¬ 
crease the financial allocation for 
agriculture. In a somewhat plain¬ 
tive speech for one who is usually 
so cocksure, Patil admitted to the 
joint meeting of State Agriculture 
and Community Development Min¬ 
isters in New Delhi last week that 
there had been “shortfalls” and “de¬ 
fects” in the last two years, hut he 
blamed them principally on lack 
of financial resources. He singled 
out in particular the programmes 
of minor irrigation and soil conser¬ 
vation which, according to him. re¬ 
quired larger financial allocations 
than made in the Plan. 

And this week the Planning Com 
mission at a meeting on Wednes¬ 


day is reported to have decided to 
raise the allocation for agriculture 
by Rs 85.5 crores. The most spec¬ 
tacular increase proposed is in the 
allocation for minor irrigation 
which is to be raised from Rs 175 
crores to Rs 247 crores. This in¬ 
crease is considered necessary to 
raise the target for additional area 
irrigated from 12.8 million acres to 
18.8 million acres. A 40 per cent 
increase in outlay for an eight per 
cent increase in the physical target 
(jan only mean that the Plan pro¬ 
vision was grossly inadequate. On 
what basis was the original estimate 
made and what is it that has con¬ 
vinced the Planning Commission of 
the need for such a sharp increase? 
The rest of the proposed increase 
in financial outlay is allocated to 
soil conservation, the physical tar¬ 
get in respect of which has been 
raised from 11 million acres to 
11.7 million acres. 

The decision to increase the fin¬ 
ancial outlay on agriculture has to 
be viewed against certain facts. 
First, expenditure on agriculture 
during the first three years of the 
Plan is expected to amount to only 
50 per cent of even the original 
Plan outlay, leaving the remaining 
50 per cent to be spent in the last 
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two yew». Second, inboth the first 
and the second years of the Plan 
actual expenditure on agriculture 
fell short of the Budget provisions. 
Thus a higher financial allocation, 
however justified, will not auto¬ 
matically mean that the money will 
be spent— and spent properly. The 
progress of expenditure depends on 
the availability of physical resources 
and, even more important, on the 
ability of the administrative machi¬ 
nery to carry out the tasks entrust¬ 
ed to it. 

It is not questioned that if more 
fertilisers, improved seeds and water 
were used in our agriculture, yields 
would go up and production would 
increase. What is questioned is that 
the allocation of more financial re¬ 
sources would make more of these 
essential inputs available or that, 
even if they become available, they 
would be efficiently used. The Week¬ 
ly Note “Unwanted Fertilisers” in 
this issue discusses how as a result 
of faulty distribution and the lack 
of a properly thought out produc¬ 
tion programme, fertiliser factories 
are having to carry from year to 
year vast quantities of unsold ferti>> 
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Users at a time when the needs df 
agriculture are only frdctfinutlfy 
met and that also partly from im¬ 
ports at the cost of much valuable 
foreign exchange. The case of irri¬ 
gation is similar and well known. 
A recent study showed that in most 
States as much as one-third to one- 
fourth of the irrigation potential 
created remains unutilised. It is 
questionable, to say the least, whe¬ 
ther either the wasted stocks of 
fertilisers or the unused irrigation 
waters can be explained as being 
the result of lack of finance. 

The study teams sent out bv the 
Planning Commission to the States 
some time ago to probe the causes 
of the stagnation of agricultural pro¬ 
duction are believed to have under¬ 
lined the harm done by the mul¬ 
tiplicity of agencies responsible for 
agricultural programmes and the 
lack of coordination among them. 
As the recriminations between the 
Planning Commission and the Mini¬ 
stry of Agriculture amply show, it is 
impossible under the present set up 
to fix the responsibility for failure. 
TbigdHRbbsiKip at all levels of the 
qrarchy, beginning 

r ^ 
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at the vary top with the Planning 
Commission and the Ministries of 
Agriculture, Community Develop¬ 
ment and Irrigation and extending 
right down to the village, A major 
suggestion of the Planning Commi¬ 
ssion’s study teams is reported to fie 
that each village should be collect¬ 
ively committed to its annual farm 
production targets and that all fi¬ 
nancial assistance should be chan¬ 
nelled through the village body 
which should be made responsible 
for achieving the production tar¬ 
get. But made responsible to whom? 
And how, when the dispensers of 
Government assistance are so nu¬ 
merous and so uncoordinated? 

It remains to be seen whether the 
current agitation in the Planning 
Commission and in the Ministries con¬ 
cerned over the failure of agricul¬ 
ture will spend itself without some¬ 
thing being done to remove the basic 
factors which have held down agri¬ 
cultural production far below the 
levels justified by the financial ex¬ 
penditure, inadequate though this 
might have been. All that can be 
said at this stage is that past ex¬ 
perience in this matter is far from 
encouraging. 


freedom is in peril, 
defend it with ell your might 
— JAWAHARLAL NEHRU 

CONSERVE RESOURCES 

India's resources are pre¬ 
cious. All of them must be 
pressed into the vital task of 
strengthening the country. 

This is the only way we can 

meet the threat to our I 

freedom. Extravagance and 

waste will injure the nation. JC 

Freedom hes its price and 

it is we who have to pay it rj 

in full measure. Jttm i 



PRESERVE FREEDOM WITH ALL YOUR STREHGTH 
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,j ; : V AM Club’s Disenchantment 

’ JT is no use pretending that the 
Indian image in the western mind 
which inspired the creation of the 
A id-India Glub is the same any lon¬ 
ger—it has been changing and get¬ 
ting tarnished. That India and the 
West do not see eye to eye on exter¬ 
nal aid had been suspected for some 
time; it is now becoming clearly 
evident from the declining figures 
of aid commitments. And the diffe¬ 
rence is not just of magnitude. That 
understanding on both sides of the 
common interest in banishing pover¬ 
ty from the greater part of the 
world without impairing peace and 
independence is being undermined. 

When the World Bank and the 
United States took initiative in form¬ 
ing an Aid-India Consortium for 
meeting the external assistance re¬ 
quirements of the Indian Plan, the ma¬ 
jor argument was that India was the 
only developing country which was 
making good use of external assis¬ 
tance and was very near the take-off 
stage. For accelerating this process 
very substantial external assistance 
was required and justified. This 
attitude was strengthened when the 
Third Plan was drawn up and it 
was hoped that the Consortium 
would meet the external assistance 
requirements of the Plan. 

This informal commitment was 
reflected in the substantial assistan¬ 
ce of Rs 616 crores which the Con¬ 
sortium pledged for the first year; 
at this annual rate, the Third Plan 
requirements of R# 3,200 crores 
would have been met. The situation 
since then has been taking a turn. 
The Third Plan got into difficulty 
right in the first year. National in¬ 
come rose by a bare 2 per cent a 
year during the first two years and 
industrial and agricultural output 
showed no substantial increase. On 
top of this poor performance came 
the realisation that the extent of 
assistance required would considera¬ 
bly exceed the figure of Rs 3,200 
crores mentioned in the Plan, and 
would be of the order of Rs 4,000-4, 
500 crores. 

These developments did not hri- 
ghten the image of Indian planning 
and there was a sharp decline in the 
assistance by the Consortium in the 
. second year (by more than Rs 100 


crores to Rs 509 crores); U K and 
West Germany cut their con¬ 
tributions by about half. Since 
then political and economic 
developments in the country as 
also the changing international poli¬ 
tical climate have created fresh 
doubts about the wisdom of aiding 
India on a substantial scale. The poor 
economic performance in India, her 
inability to defend herself against 
China and the utter abandon with 
which she has gone about asking for 
all types of aid has sullied the im¬ 
age of India and strengthened the 
hands of those, especially in U S, 
who are hostile to India and her 
aspirations. 

Wisdom of Self-Help 

The result is the Consortium aid for 
the third year of the Plan. About 
two months ago, the Consortium 
pledged Rs 430 crores, while India 
had asked for about Rs 600 crores 
(her actual requirement being in 
fact much 1 higher). As a result of 
the concerted efforts of the friends 
of India, the Consortium coun¬ 
tries were persuaded to review their 
pledges in July but the meeting had 
to be twice adjourned. Finally, the 
Consortium met this week and in¬ 
creased the pledged assistance to Rs 
500 crores, Rs 100 crores short 
of India’s request and far be¬ 
low her actual requirement. 
The shares of the US and 
and the UK are the same (Rs 207 
crores and Rs 40 crores) as last year, 
while West Germany has further 
reduced hers from Rs 66 crores to 
Rs 47 crores. Only Japan and Ne¬ 
therlands have raised their contri¬ 
butions but their assistance is only 
marginal (Rs 30 crores and Rs 5 
crores). Some countries, which chose 
to remain unnamed (probably UK. 
Germany and Japan), may give, 
outside the Consortium aid, some 
Rs 15 crores on harder terms and 
some others may match this assis¬ 
tance. 

There are, however, some favou¬ 
rable features about the Consortium 
aid this year. About 38 per cent of 
it is non-project aid, for which 
India has been clamouring and 
about 50 per cent of assistance will 
be in the form of grants or loans 
at very low rates of interest. Of the 
balance of Rs 250 crores, mor■ 


than Rs 150 crores would .be in 
the form of loans extending over 15 
years at slightly higher rates of In¬ 
terest but with substantial grape 
periods. 

Whichever way one may look at 
It, this year’s experience does not 
hold out very bright prospects for 
the remaining years of the Third 
Plan or for the subsequent Plans. 
India has to learn now, more than 
ever before, that, however essential, 
external assistance is no substitute 
for self-help and it is only the latter 
which can attract external support. 
Time is ripe for hard and purpose¬ 
ful thinking on our planning and 
external relations. There is not 
much time left. 

Tunku Has His Way 

T PNG before the conference of 
the heads of State of Malaya, 
Indonesia and Philippines met at 
Manila last week, Indonesia’s and 
Philippines’ opposition to Malaysia 
had been reduced to manageable 
proportions. The two opponents of 
Malaysia had in the beginning seen 
it as a British-inspired neo-colonia¬ 
list scheme but on the eve of the 
Manila meeting their differences 
with Malaya were on two specific 
issues. These were : the manner in 
which the wishes of the people of 
North Borneo and Sarawak on the 
question of joining Malaysia were 
to be ascertained and, second, whe¬ 
ther this was to be done before or 
after Malaysia came into heing. 

President Soekarno insisted that 
only a referendum in Borneo and 
Sarawak would reveal whether the 
people of these territories wished to 
join Malaysia. And such a referen¬ 
dum, to be meaningful, must be 
held before the formation of Malay¬ 
sia. Tunku Abdul Rehman, who 
was committed to the formation of 
Malaysia by August 31 and gave 
the impression of being determined 
to stick to the calendar as a matter 
of prestige, opposed a referendum 
and maintained that the purpose 
gould be achieved by a team of U N 
representatives visiting the two terri¬ 
tories and ascertaining the wishes 
of the people. And, in view of his 
anxiety not to delay the formation 
of Malaysia, he insisted that this 
should be done after the Federation 
came into being. 
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Hie Manila conference has pro¬ 
duced a compromise which appears 
to have satisfied all the three coun¬ 
tries. According to the agreement, 
while there is to be no referendum, 
the task of ascertaining the wishes of 
the people of North Borneo and 
Sarawak has been left to the U N 
Secretary General who will also de¬ 
cide how best this can be done. He 
has been asked to particularly veri¬ 
fy whether in the recent elections in 
the two territories Malaysia was a 
major issue, if not the main issue, 
and whether these elections were 
fair and free. In effect he is being 
asked to decide whether these elec¬ 
tions which the pro-Malaysia parties 
had won had not clearly indicated 
the wishes of the people making a 
referendum now quite unnecessary. 
This is to be done before Malaysia 
is formed. Since U Thant has in¬ 
dicated that it would take six weeks 
to complete the task, Tunku Abdul 
Rehman has agreed to relax the 
deadline of August 31. A s for Phi¬ 
lippines’ claim to North Borneo, the 
agreement states that the formation 
of Malaysia will not in any way 
prejudice this claim and that efforts 
to achieve a negotiated solution 
would continue. 

Tunku Abdul Rehman’s great 
concession at Manila was to agree 
to the postponement of Malaysia. 
But only his fanatic insistence earli¬ 
er on forming the Federation on 
August 31, come what may, makes 
this appear as a concession of any 
substance. For, no one, not even 
President Soekarno, seriously expects 
that the U N teams which are to 
visit Borneo and Sarawak will re¬ 
turn a verdict adverse to Malaysia. 
So Malaysia will be formed, only 
with a delay of a week or two. How 
can this satisfy President Soekarno 
who had opposed the Federation 
lock, stock and barrel and condemn¬ 
ed it as an imperialist plot ? 


two countries and reducing Indone¬ 
sia’s distrust of Malaya to some ex¬ 
tent. Such a conclusion Is not un¬ 
warranted even if not much impor¬ 
tance is attached to the agreement 
to set up Maphilindo, a loose con¬ 
federation of Malaya, Philippines 
and Indonesia. 

But possibly a more important 
reason for Soekarno toning down his 
opposition to Malaysia may be found 
in developments within Indonesia. 
As discussed in these columns in 
the issue of June 8, political and 
economic compulsions appear to 
have persuaded Soekarno to decide 
in favour of reducing expenditure 
on the armed forces and clipping 
the army’s wings. This naturally re¬ 
quired a reversal of the militant 
opposition to Malaysia. True, Soe. 
karno did not commit himself at 
Manila to give up hig ‘confrontation’ 
policy against Malaysia, but it ap¬ 
pears unlikely that it will be revived. 

Unwanted Fertilisert 

hopes of achieving the Third 
Plan target for fertilisers 
appear to have been given up; in¬ 
deed, expectations that production 
in the last year of the Plan may 
amount to 60 per cent of the target 
are now considered optimistic. The 
latest estimates of the Planning 
Commission and the Ministry of 
Heavy Industries of production of 
nitrogenous and phosphatic fertili¬ 
sers are given below: 
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129.0 80 400 200 


Indonesia’s opposition to Malay¬ 
sia really stems from the fear that 
the formation of the Federation will 
greatly enhance Malaya’s power and 
influence in South-East Asia. Con¬ 
sidering the embittered relatiohs 
between Malaya and Indonesia for 
years, this is a prospect which na¬ 
turally causes Indonesia the gravest 
concern. It is possible that the re¬ 
cent meetings between Tunku Abdul 
Rehman and Soekarno have Suc¬ 
ceeded in easing tension between ihe 


The reasons for the shortfall in 
production of nitrogenous fertilisers 
are by now well known. Principal 
among these is the failure of the 
private sector to make use of the 
licenses issued to it. None of the 
major private sector projects has 
90 far .advanced beyond the preli¬ 
minary stage. In the case of phos¬ 
phatic fertilisers, however, it is not 
so much a question of lack of pro¬ 
duction capacity as of poor demand 
for whit is produced. 


In view of the stagnation of agri¬ 
cultural production and tow avail- 
ability of fertilisers compand tc 
requirements, it is a matter for 
grave concern that even what ia 
produced in the country or imported 
from abroad at the cost of much 
valuable foreign exchange is not 
fully utilised. Fertiliser stocks 
carried over from year to year haw 
been increasing. For instance, tbs 
stocks of ammonium sulphate carri¬ 
ed over rose from 3.57 lakh tons in 
1961 to 5.44 lakh tons in 1962 and 
to 9.74 lakh tons in March 1963. 
Thus at present nearly a million 
tons of ammonium sulphate is 
already available against the esti¬ 
mated requirements of 1.46 million 
tons in 1962-63. 

As for phosphatic fertilisers, as 
stated shove, the whole production 
programme has been throttled due 
to poor demand. Unless, therefore, 
steps are taken to popularise their 
use, the estimated target of produc¬ 
tion of phosphatic fertilisers of 
200,000 tons by the end of the Third 
Plan is unlikely to be achieved. 

Another type of fertiliser which 
is being produced in large quanti¬ 
ties but which is not being made 
use of is double salt of calcium 
ammonium nitrate. Both Sindrj and 
Nangal are producing enormous 
quantities of this fertiliser and 
Rourkela is rated to produce anothei 
80,000 tons. But farmers almost 
all over the country are reluctanl 
to use this fertiliser because of th* 
excessive salinity of our soil*. 
Consequently huge stocks are piling 
up in factory godowns, Efforts welt 
made to export this fertiliser tc 
neighbouring countries but failec 
because of high prices. 

Proper use of fertilisers and 
manures calls for knowledge oi 
soils, crops and systems of farming 
Nutritive requirements of differen 
soils vary and different types oi 
fertilisers may have to be used tr 
different soil conditions for thf 
same crop. For instance, nitroge 
nous fertilisers are commonly ap 
plied to wheat in Europe, while i 
Australia phosphatic fertilisers an 
preferred. In Indian soils gene 
rally, it is nitrogen which is th 
main limiting nutrient. 

Field experiments and soil aui 
veys are necessary to determin 
fertiliser requirements. The know 
ledge gained from soil analyst* 
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used lo prepare soil maps and 
fertiliser treatment has to he based 
on these soil maps. Preparation of 
noil maps for different regions will 
help in more efficient utilisation of 
the fertilisers produced so as to 
maximise yields in agriculture. To 
a great extent, therefore, it is true 
to say that die problem at present 
is not shortage of production of 
fertilisers but faulty distribution 
and our inability to make proper 
use of the different varieties of fer¬ 
tilisers that are produced. 


Too Much Coal ? 

C 0AL production continues to lag 
behind Plan targets. Starting 
from about 53 million tons in 1960, 
output of coal has to increase by 
about 8 million tons annually on 
average, if the target of 97 million 
tons in the last year of the Third 
Plan is to be achieved. At this rate 
output ill 1962 should have been ab¬ 
out 69 million tons whereas actually 
it was only about 62 million tons. 
Production in the current year is 
running at the rale of about 69 mil¬ 
lion tons which is also considerably 
below what it should be in view of 
the Plan target. 

In spite of the shortfall in pro¬ 
duction, however, stocks of coal at 
pithead and, what i s even more im¬ 
portant, with consumers urr mount¬ 
ing. Stocks at pithead went above 
4 million tons for the first time in 
February this year while stocks with 
industries stood at about 3.6 million 
tons in March this year compared to 
2.2 million tons a year ago. The 
growing stocks at pithead and with 
consumers, despite helow-target pro¬ 
duction can only mean one thing : 
demand for coal is not increasing 
as expected. 

The ‘ glut ’ in coal may have 
taken the industry and the Govern¬ 
ment by surprise, but it is by no 
means inexplicable, The estimates of 
demand were made at a time when 
there was acute shortage of coal, 
largely because of transport bottle¬ 
necks, In that context, industries 
might well have deliberately over¬ 
stated their requirements. Resides, 
the slow tempo of industrial develop¬ 
ment during the last two years and 
the tardy progress of power projects 
cannot but have had an impact on 
the- offtake of coal. Finally, faced 
* with shortage of coal, many con- 
i winters in West and South India 
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have shifted to fuel oil during the 
last two years. 

One way of looking at the cur¬ 
rent excess production of coal is 
that it is not a matter for serious 
concern since in any case the Third 
Plan production target is not likely 
to be achieved. It is not known 
how far this type of logic commands 
respect in New Delhi, but if it does, 
the results could be very damaging 
to the coal industry. As indicated by 
the coldness of coal producers to the 
World Bank loan, investment in the 
industry has been far from satisfac¬ 
tory. If the easing of coal short¬ 
age is made an excuse to evade a 
careful examination of the reasons 
why much-needed investment in mo¬ 
dernisation of collieries has not been 
forthcoming, the prospects of meet¬ 
ing future demand for coal will be 
jeopardised. 

Fur from justifying a policy of 
letting sleeping dogs lie, the current 
overproduction lends special urgen¬ 
cy to rationalisation of the coal in¬ 
dustry. Whatever reasons there may 
have been for condoning obsolete 
and wasteful methods of mining in 
a situation of coal shortage, they no 
longer exist now. This is in fact 
the time to take long-overdue steps 
(see “Coal Industry’s Problems” in 
the issue of March 30, 1963) to re¬ 
duce costs of production and con¬ 
serve reserves. 

Nor does the present situation 
make the problem of coal prices, 
which the Government has been sys¬ 
tematically evading, less urgent. In 
fact, the overproduction of coal is 
only in ageregate. Once total pro¬ 
duction is broken down into differ¬ 
ent categories, production of the 
superior grades of both coking and 
non-eokhtg roal is seen to he still 
short of requirements. Additional 
production of the superior grades 
has to come largely fiom the private 
collieries and the case for a price 
incentive to these grades deserves 
careful consideration. The World 
Rank team which studied the pro¬ 
gress of the Third Plan is reported 
to have urged that the price of the 
best grades of coal should be raised 
bv as much as 20 per cent. Making 
the superior varieties' of coal more 
costly could also lead to economy 
in their use and prevent their diver¬ 
sion to uses where inferior grades 
would do, which controlled alloca¬ 


tion of coal to consumers, has not 
been able to eliminate. 

Letter to Editor 

Free Trade Zone for Haitfia 

| REFER to the Weekly Note 
appearing under the above 
heading on page 1022 in the issue 
of June 29, 1963, 

The choice by the Indian Engi¬ 
neering Association of the expres¬ 
sion ‘free export zone’ should ttot 
be regarded as “an unintended 
terminological inexactitude”. The 
title of free export zone has been 
deliberately chosen in order to 
emphasise the main objective of 
the scheme, which is to encourage 
Indian and foreign firms to set up 
manufacturing or assembly units in 
the zone with a view to producing 
goods for export. The objective of 
promoting purely trading opera¬ 
tions is a secondary one, though it 
is agreed that Haldia could also 
form an important centre for en¬ 
trepot trade and for stocking or 
storing goods which may be im¬ 
ported into India. 

It should also be made clear 
that the Association’s scheme for 
Haldia does not envisage any 
special privileges for firms operat¬ 
ing in the zone by way of ‘export¬ 
ing’ their products into India. Firms 
operating in the zone would be 
outside the Indian market and any 
import of their goods into India 
would be subject to the same re¬ 
strictions, duties, etc, as are imposed 
Oin imports from foreign countries. 
Accordingly, the Association’s sche¬ 
me docs not violate the principle 
of import control in any way. 

The Association’s proposal for a 
special currency in the Haldia zone 
is no more than a suggestion. If 
operations within the zone can be 
financed, without complications, in 
ordinary Indian currency, this would 
seem to be preferable. Any trans¬ 
fer of currency from India into tlm 
zone or vice versa, however, would 
have to be subject to the same re¬ 
strictions as are in force for cur¬ 
rency transactions between India 
and foreign countries. 

Secretary, 

Indian Engineering Association. 
Calcutta, 

July 12. 
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Love - Hate for Nehru 


rpBE late Dr Syama Prasad 
Mookerjee added something to 
India’s constitutional equation 
’’India that is Bharat”; he said, 
“India that is Bharat that is Uttar 
Pradesh”. This was when Mookor- 
jee had parted company with Nehru, 
Uttar Pradesh’s brightest jewel. 
The identification of the man with 
the State was not very fair and was 
the product, one suspects, of a mo¬ 
ment of disenchantment, which it¬ 
self would have been impossible 
without previous enchantment. 
Truth to tell, Nehru, being largely 
de-Indianised, is perhaps the only 
true Indian. The rest are Biharis, 
Madrasis, Oriyas, Bengalis or Pun¬ 
jabis. Resentment against the mon¬ 
ster that Uttar Pradesh is, in num¬ 
bers and in size, was expressed by 
Sardar Panikkar, representing a 
real feeling. Yet Jawaharlal Nehru’s 
association with Uttar Pradesh is, 
one feels, incidental. When he wa<> 
in Calcutta recently he was not 
treated, despite demonstrations, as 
a U P-wallah. 

At the opening of the Tagore 
centenary year in Bombay, Nehru 
said that although, politically, he 
was a disciple of Gandhiji, spiritu¬ 
ally, he often felt more in tune 
with Tagore . This was not a poli¬ 
tician’s platitude, designed to 
please the immediate audience. 
Nirad C Chaudhuri, the no longer 
unknown Indian, once wrote, if me¬ 
mory serves, that in many ways 
Nehru was the finest product of the 
Bengal renaissance. That Chaudhuri 
is not an uncritical admirer of the 
Prime Minister hardly needs to be 
emphasised. The remark remaim 
valid. And although Nehru has in 
his time said not a few uncompli¬ 
mentary things about Bengal in 
general and Calcutta in particular, 
his love-hate for Bengal fully reci¬ 
procates Bengal’s love-hate for him. 
The latest Brief Encounter was 
formal; he had come hither to oppn 
or lay the foundation stones for 
sundry institutions. If in Raj Bha- 
'van in an introspective moment 
Nehru recollected in tranquility 
his long connection with Bengal, he 
may well have been stirred. Ben¬ 
galis with a sense of history, (1 as 


distinct from journalism, may also 
have sadly pondered the connection. 

Uncommitted Man 

A point not often noticed about 
the foreign policy of Nehru,, some 
of whose militant admirers have 
lately turned critics, is that his 
policy of neutralism, non-oommit- 
ment, is an extension of the man’s 
whole attitude to life. Come to 
think of it, he has never committed 
himself to anybody or anything. 
There is no value judgment in the 
statement; it is for everyone to de¬ 
cide for himself whether it is a 
good thing or a bad thing to be 
committed. Let a representative 
instance be cited. Some time after 
Tripuri the Congress Working 
Committee decided to teach Suhhas 
Bose a lesson; they resigned in a 
body. Nehru resigned too; but 
not with the rest of the gang. He 
issued a separate statement, saying 
something vaguely philosophical 
about round pegs in square holes or 
square pegs in round holes or some¬ 
thing, but dissociating himself from 
Bose just the same. He was not 
committed to the Old Guard; he 
was not committed to SubhaB Bose. 
The present writer has a phrase for 
it: innocence by dissociation. To 
dismiss this as opportunism is to 
oversimplify the complex pheno¬ 
menon that is Nehru. Bengal’s 
virtue or vice is also uncommit¬ 
ment, unidentification, retention 
of individuality, giving so much 
to the national upsurge and 
no more. Nehru, like Bengal, has 
sacrificed much for the country; he 
has never sacrificed himself. 

No wonder both Nehru and 
Bengal are lonely. So lonely that 
one will give the other his or its 
company. Nehru has come snd 
gone, uninfluenced and influencing 
none; speaking much and saying 
nothing, exchanging each other s 
silences; communion lost in com¬ 
munication. Nehru cannot do much 
for Bengal or Bengal for Nehru. 
Both seem defeated. For all their 
brief moments of glory, both may 
be remembered only as not very 
significant interludes in the historv 
of India that is Bharat. 


Alien Corn 

Until the renaissance went out 
of the Bengal renaissance, there was 
nothing very Bengali about the 
Bengal renaissance. Its import con¬ 
tent was so high that when the im 
port ban came, with Gandhiau 
nationalism, all production came 
to a halt. Bengal ceased to be 
creative, for in the name of natio¬ 
nalism it had bartered away its 
best qualities; it became a camp 
follower and the leadership was 
lost to men with other values. Look 
at Bengal’s slogans: Jai Hind, In- 
quiiah Zindabad, Up Up the Na¬ 
tional Flag, Bande Mataram. Not 
one is in Bengali, for the sentiments 
were un-Bengali. Today workers 
can be heard to shout “Amadcr 
dabi mante habe”, our demands 
must be met; this is Bengali ail 
right; but it relates to wages or a 
Puja bonus — not to any unselfish 
ideal. 

The transformation of Jawaharlal 
Nehru is not vastly dissimilar. His 
values too were wholly alien, totally 
out of tune with anything this 
country cherished or could call its 
own. (It is significant that the 
militant Hinduism of Benin Pal 
repelled young Nehru when the 
former spoke at Cambridge.) 
Brought into contact with the mas¬ 
ses through Gandhian nationalism, 
Nehru developed an ineradicable 
sense of guilt and ever since he has 
been trying his damnedest to live 
his western upbringing down. It 
was not merely a question of dis¬ 
carding the hat and the tie; noth¬ 
ing easier. Lost was one’s persona¬ 
lity, the essence of one’s personal 
values. The rest compromise follow¬ 
ed by compromise followed by Com¬ 
promise followed by compromise 
leading to total futility. 

Lost Leaders 

Bengal is unfair to others when 
it blames all and sundry for its 
misfortunes; there was a certain in¬ 
evitability about it all; its ceaseless 
sulking whine bores others and does 
itself no good. It has been noticed 
abroad, even if not in India, that 
Nehru too has of late been sulking, 
blaming now the Left and then the 
Right, forgetting all the while that 
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gt no tine had he committed him¬ 
self to either, that rarely had he 
done much to strengthen either. He 
surrendered his essential aloofness, 
his individuality, for power; and 
power, bought at that price, usually 
eludes the buyer in the end. 

Ditto Bengal. After some resist¬ 
ance to the Gandhian tide in the 
nation’s affairs, Bengal opportunist!* 

Capital View 


cally thought that, by breaking 
bread with the Devil, as Gandhi 
was once actually described, it 
could break his back, that by adop¬ 
ting other people’s values, surren¬ 
dering its own, it could take over 
the management of the flourishing 
business of nationalism. Soon natio¬ 
nalism had little use for Bengal; 
meanwhile it had lost its soul. 


T«E ECONOMIC DratfEVAr-- 

Bengal and Nehru are in many 
ways .two studies in self-defeat. One 
says such things about living en¬ 
tities only with unmixed sadness. A 
personal statement may be in order. 
This writer discerns the love-hate 
complex not only between Nehru 
and Bengal but also between him* 
self and Nehru and Bengal. 

— Flibbertigibbet 


Events Are Conspiring ... 

Rotneah Thapar 


^UCIJST, the month which used 
to remind us of drama of the 
transfer of power in 1947, is now 
fast becoming the herald of the 
‘aggressive season’. For many years 
to come, every August, this country 
will look anxiously towards her 
land frontiers in the West, North 
and Fast for signs of aggressive ac¬ 
tion. Any deployment or concen¬ 
tration of troops is likely to cause 
grave apprehensions—at least until 
such time a* we are in a position to 
bloody the nose of an intruding nei¬ 
ghbour. This year has given us the 
first sampling of what it is going to 
be like in the Augusts yet to cnine. 

However, the alarums about the 
situation on the frontiers are obvi¬ 
ously designed only for the vulgar 
populace, not the ruling elite. Even 
as the government of Uttar Pradesh 
came to a grinding halt following 
the resignation of eight ministers, 
and S K Patil launched on the resi¬ 
gnation - offered • resignation - with¬ 
drawn techniques at Union level. 
Finance Minister Morarji Desai de¬ 
cided to show us how aloof he is 
from alarums and the dirt of politics 
by taking off on a pilgrimage to 
Amarnath accompanied by Deputy 
Finance Minister Mrs Tarakeshwari 
Sinha and personal secretariat. The 
emergency is certainly very distant 
from the consciousness of the lea¬ 
dership. 

Developments on the S K Patil 
front did not come as a surprise, 
but we have been somewhat jolted 
by the extraordinary indecision of 
the Prime Minister. I remember that 
when K D Malaviya was being pu¬ 
shed into a corner prior to his re¬ 
moval from the Cabinet, the weak¬ 
ened left wing of the Congress Par¬ 
ty did expect the factional balance 
to be maintained by the expulsion 


of certain prominent right - wingers 
from the Prime Minister’s entourage 
—and S K Patil’s was to be the 
first head to fall. The monsoon fai¬ 
lures, the food crisis and runawav 
prices also deepened the crisis 
around Patil. 

The Prime Minister initiated a 
rather complicated gambit to arrange 
the exit of his Food and Agricul¬ 
ture Minister from the Cabinet when 
he indulged in a minor reshuffle last 
month. He asked Patil to transfer 
himself to Railways and to hand 
over Food and Agriculture to Swa- 
ran Singh. Politically, this would 
have been disastrous for Patil —and 
the expectation was that he would 
resign in protest. No such reaction 
was forthcoming. Patil merely re¬ 
fused to transfer himself. And, 
what’s more, he found a supporter 
in Lai Bahadur Shastri, 

Coming Trial of Strength 

From fairly reliable accounts, the 
pressure on the Prime Minister to 
‘make an example’ of Patil continu¬ 
ed to increase, what with proddings 
from Gulzarilal Nanda and an angry 
Planning Commission. The Prime 
Minister was persuaded to pen a 
letter to Patil which would revive 
the question of his resignation. Patil 
took the plunge, and surprised his 
opponents by sending in his resig¬ 
nation. Again, Lai Bahadur Shastri 
intervened to re-establish the status 
quo, to postpone drastic decisions 
until November when the snows des¬ 
cend on the Himalayas. 

Those observers who see Lai 
Bahadur Shastri as the leader who 
is second only to Nehru argue that 
the Home Minister correctly sur¬ 
mised that S K Patil outside the 
government would be a source of 
considerable embarrassment. Tliey 
dismiss as false the repon that 
Shastri’s insistence on Malaviya’s re¬ 


signation was effective only after he 
had agreed to the Patil purge at a 
later dale. On the other hand, the 
cynical in the ruling party would 
have us believe that Shastri has 
only one motivation—to keep Patil 
‘in reserve’ for his trial of strength 
with Moiarji Desai when the ques¬ 
tion of deputy leadership comes on 
to the political agenda. 

1 have gone into this business only 
to show that it is not the faltering 
monsoon, or the confusion in agti- 
cultural policies, which condition 
the crisis around Patil. New align¬ 
ments aie developing within the rul¬ 
ing party. They find inspiration in 
the fact that the more coherent of 
the leftists in the Congress Parly 
are no longer able to assert their 
influence directly on policy-making, 
and the vacuum so created has to 
he filled. In other words the High 
Command has to prepare a new mix¬ 
ture of so called ‘rightists’ and ‘lef¬ 
tists' to preserve the legend that the 
Congress Party represents the nation, 
for without a Menon or a Malaviya 
the legend docs not impress. 

Even ns the most unlikely ele¬ 
ments present themselves in Nehruist 
trappings in careful preparation for 
the next act of the drama, hard 
headed organisation men are turning 
towards leaders of the calibre of 
Atulya Ghosh and K Kamaraj as 
the only persons capable of taking 
firm hold of a crumbling but mass¬ 
ive political machine. Here again, 
in the choice of the candidates can 
be seen the subtle differentiations 
between opposite groups of the Con¬ 
gress Party. Kamaraj is the natural 
choice of the more enlightened, but 
lobbyists claim that for some in-ex¬ 
plicable reason Lai Bahadur Shastri 
prefers Atulya Ghosh who, believe 
it or not, is also being dressed tip 
as a Nehruist. 




1 When this ib -the'' staple : dMof 
the : politically-conscious in the *Capi- 
tal, the fate of policy planning Can 
well be imagined. We are still con¬ 
tent to repeat the cliche arguments 
for and against non-alignment, soci¬ 
alism and democracy when the press¬ 
ing need is to thrash out a policy 
which would be viable in the new 
situation and would preserve our 
national interests. Quite clearly it 
is not enough to be just anti-China 
and to see every development 
through this self-destroying obsession 
—somewhat like Pakistan and her 
anti-India phobia. 

When we speak of the massive 
targets of the fourth five-year plan, 
it is no longer enough to assume that 
increasing foreign aid will solve qur 
problems; we have to organise more 
jealously to raise resources from 
within the country in various ways 
and to link defence needs with deve¬ 
lopment perspectives. When we 
dew the. widening rift between the 
Soviet Union and China, it is short- 
lighted to consider only the reper¬ 
cussions on the border conflict; we 
rave to probe the impact of this 
plit on thinking in Asia and Africa 
ind move with skill and flexibility 
o assert our views on colonialism, 
'.conomic development and peace, 
./hen the test ban treaty is signed, 


il k'native to rest content with 
declaration in support of it; we 
should urge that the savings which 
result from such a ban be diverted 
through the United Nations for the 
economic uplift of the. under-dew- 
loped ■— a position which would ex¬ 
pose the pretensions of those wl»o 
oppose the treaty. Only this kind 
of creative approach to the issues 
which present themselves wilj help 
us hammer out a policy which 
makes sense and which pays divi¬ 
dends. 

Our policy-makers are now likely 
to realise that our concentration on 
obtaining military aid only from the 
West was a grave error, but can we 
say with confidence that our West- 
oriented politicians and bureaucrats 
will not repeat their mistakes ? The 
suggestion that the Prime Minister 
visit the Soviet Union — now being 
actively discussed — can repair only 
some of the damage done by our 
antics during this year. Is it too 
much to expect that the cogitations 
within the Congress Party and the 
continuing moves to re-organise the 
Union Cabinet will give us hack a 
sense of direction ? The next fpw 
weeks, or months, will provide the 
answer. 

Income Tax, Please Note 

The State Trading Corporation 


From the London End 


j^; - ' ; ust T&, I 

has just concluded the sale by *■ 
sealed tender system of a number 
of ‘diplomatic cars* which did not 
interett government offices and pubs 
lie sector undertakings. The follow¬ 
ing are the highest prices offered: 

Sunbeam Alpine Sport Model 
(1960 model) Rs 50,600; Rover 3 
LitVe Saloon I960 model Rs 60,000; 
Chevrolet Saloon 2 door 1959 model 
Rs 51,351; Pontiac Katalina 1960 
model Rs 80,000; Ford Fairlina 500 
model 1960 Rs 70,(XX); Opel Kapi- 
tan model 1959 Rs 25,000; Sunbeam 
Rapier model 1962 Rs 42,501; Stan¬ 
dard Triumph model 1960 Rs 13,106; 
Mercedes Benz 220-S model 1960 
Rs 70,501; Plymouth Belvedere 
S W model 1957 Rs 33,200; Austin 
1960 model Rs 33,333.33 nP; Ford 
Falcon 1961 model Rs 55,(XX); Ford 
Sedan model 1961 Rs 45,101; 
Chevrolet Imphala 1960 model Rs 
70,000; Open Kapitan Sedan 1961 
model Rs 48,100; Mercedes Benz 
220S model 1960 Rs 71,201; 
Mercedez Benz 190D model 1961 
Rs 47,100; Austin A/55 model I960 
Rs 33,200; Ford S W model 1961 
Rs 39,000; and Ford Zephyr model 
I960 Rs 35,000. 

Who are the gentlemen who could 
afford to pay these, fantastic prices 
for second-hand cars which were not 
even road-tested by them ? 


No Rosy Prospect for Conservatives 


JTTH Parliament now in recess 
for the summer, it is perhaps 
ippropriate to assess the prospers 
if the Conservative Government, 
lecent events have certainly been 
Iramatic, the failure of Britain to 
iter the Common Market, the refu- 
al of the economy to live up to the 
orecaSts of Whitehall, the Vassal 
(Fair, the Profumo scandal, the 
/ard trial, the crisis in the Conser- 
ative Party which has raised the 
ospect of an early change m the 
;adership. Never before has the 
restige of the Tory Party fallen So 
w. In the last month, however, 
le Labour Party, perhaps through 
misguided sense of chivalry, has 
ot been able to cash in fully on 
e misfortunes of the Conservatives 
> advance in any startling way 
leir own popularity in the country, 
hich rose to a peak after the Pio- 
imo affair but has now started 'to 


decline. With the recess before him, 
Mr Macmillan now has three months 
in which to decide if and when he 
should resign. There is no doubt 
that the success of the Moscow 
test-ban agrement has transformed 
his personal position and re¬ 
established his prestige within the 
Party. On present showing, there 
is little indication that the Conser¬ 
vatives propose to hold an election 
this autumn. 

Opinion polls are notably unre¬ 
liable, but they do at least give a 
general indication on the trend of 
public opinion. Towards the end of 
July, a Doily Mail opinion poll 
showed that Labour’s lead had fal¬ 
len from 18^ per cent in mid-June 
(after the Profumo affair) to 8 
per cent. The Express poll showed 
a 9 per cent drop. The Gallup poll, 
on the .other hand, showed a Labour 
lead of 184 per cent, 


All the latest economic indica¬ 
tors, even interpreted in the most 
favourable light, do no more than 
show that the industrial barometer 
is set fair. There is still no sign «rf 
a dynamic upward swing. All that 
can be said is that a slow expansion 
of business activity has started. 
The Chancellor of the Exchequer, 
however, remains optimistic. Recen¬ 
tly he told Parliament: “The pro¬ 
spects of securing expansion In the 

Labour’s Lead 
Mall Gallup* Express 
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economy without inflation are mi- 
'fX eouraging”. A cloier look at these 

!>"' Indicators do not appear to provide 

; evidence of the ability of the country 

'(} to reach the projected 4 per cent 

’/•i growth rate this year unless some 

new stimulus can he injected into 
the economy. 

The main conclusions that the 
two recent Treasury publications. 
“Economic Trends” and the July 
“ Bulletin for Industry", seem to 
draw are that whereas in the first 
quarter of 1963 the weather disrup¬ 
ted activity, output fell, unemploy¬ 
ment increased and the a vex age 
standard of living dipped, the posi¬ 
tion has now improved. 

Production Inchc* Up 

Seasonally adjusted, the May in¬ 
dex of industrial production reached 
a new peak of lid (1958=100), 
one point higher than the revised 
figure for April. Production has 
continued to recover at a stately 
rather than sjiectacular rate from 
the low point of 113 in January. 
The average for the three months 
March-May is slightly above the 
best level for any three-month 
period in 1962. 

The numher of unemployed in 
July fell by over 30,000 from the 
June level and stood at 449,000, 
which was equal to 2 per cent of 
the working population. Although 
this was the lowest level for the 
last one year, it was still the highest 
July figure since the war. Perhaps 
one of the most disappointing sta¬ 
tistics relate to unemployed school- 
leavers, whose number rose from 
7,000 to 12.000. The hig exodus of 
school children in England and 
Wales in August will bring the 
national total this year to about 
350,000 and this will turn the total 
unemployment figures up again 
The T U C has not been reassured 
by the overall unemploymet figures 
for July and fears that the improve¬ 
ment has not been enough to pre ¬ 
vent a very large number of people 
losing their jobs next winter 

Perhaps the most encouraging 
figures are those referring to over¬ 
seas. trade. Exports in June were up 
for the third month running. In the 
second quarter, exports at £ 335 
million a month were 3 per cent up 
on the first quarter. Imports at 
1 £395 million a month also showed 
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an increase. The vwible trade deficit 
which had averaged £45 million a 
month in 1962 narrowed sharply in 
the first quarter to the low figure 
of £36 million, but widened in the 
second quarter to £47 million a 
month. 

In the second quarter of 1963, 
exports were 5 per cent above their 
1962 figures. Shipments to the So¬ 
viet bloc have risen sharply; ex¬ 
ports to the Common Market also 
continue to rise. Exports to the 
United States are beginning to re¬ 
cover from the low winter level. 
Imports of industrial materials have 
now ceased to fall, and those of 
semi-manufactures, particularly che¬ 
micals, reached a new peak in the 
second quarter. 

Perhaps, even more satisfactory 
from the Government’s point of view, 
has been the remarkable steadiness 
of sterling, despite the suspicion 
which is now beginning to surround 
the dollar. During July, the Sterl¬ 
ing Area’s gold and convertible cur¬ 
rency reserve rose by £ 7 million to 
a total of £976 million. While this 
is only a small increase, it is cer¬ 
tainly encouraging as it is generally 
rare for anv gain at all to be recor¬ 
ded in July which is about the 
worst month for sterling, since pay¬ 
ments have to be made for seasonal 
food and raw material imports, 
while receipts from Sterling Area 
crop exports have not started to 
conje in. With the reserves at their 
present level, combined with the 
IMF standby credit of £357 mil¬ 
lion, the 8 500 million mutual 
“ swap ” arrangement with the Fede¬ 
ral Reservp, and the short-term faci¬ 
lities available from the Continental 
Central Banks, Whitehall is pretty 
confident that the reserves are strong 
enough to withstand any run on 
sterling that might develop in the 
next year or so, even during the ele¬ 
ction campaign. 

Optimistic, but Cautious 

Company profits as a whole aie 
now recovering, and a recent report 
published by the Roaid of Trade, 
based on the accounts of 618 com¬ 
panies received in the second quar¬ 
ter of the year, covering accounting 
vears ending between April 1962 and 
March 1963, show that gross trading 
profits were .3 per cent higher than 
a year earlier, compared with a de¬ 
cline of 4 per cent in the first quar- 
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let and 10 per cent in the final quar¬ 
ter if* year. 

While the external balance give* 
some cause for optimism, internally 
private investment in new plant 
and machinery showed little sign of 
recovery. Public investment both 
current and capital, is said to be 
rising fast. On the latest projec¬ 
tions, Government capital expendi¬ 
ture is running well over 10 per 
cent above 1962 and current expen¬ 
diture only a little less. House buil¬ 
ding is exceptionally busy, while re¬ 
tail sales are edging upwards. 

There is, therefore, nothing in the 
latest indicators to discourage the 
business swing towards optimism 
which was shown in the June FBI 
survey. As far as the smaller and 
medium sized businessmen are con¬ 
cerned, the quarterly survey of the 
National Association of British 
Manufacturers reveals a similar, 
though not quite so strong, reaction. 

Boom Still Far OfT 

Since the net results of the first 
seven months of the year have been 
so sluggish compared with the Gov¬ 
ernment’s hopes, the pace of econo¬ 
mic expansion will have to quicken 
perceptibly in the autumn to reach 
the, official target. There is, however, 
continuing optimism in Whitehall 
where it is claimed that although 
the speed-up has so far been limited 
to cars and construction, prosperity 
will broaden out after the holidays. 
The Government’s optimism is shaved 
by some economists like Professor 
Victor Morgan who expect the .rate 
of economic growth to accelerate 
“quite sharply” during the second 
half of the year. He believes that 
fixed investment by private indu¬ 
stry has ceased to fall and may 
soon begin to expand. But the main 
dynamic force, in his view, will 
come from consumer spending. The 
relationship between wages and 
prices has become a great deal more 
favourable to the consumer in re¬ 
cent months, and hire purchase has 
begun to be an active factor again. 

The idea widely held in the spring, 
tijgt steeply rising Government 
expenditure might merge with buo¬ 
yant private spending in the final 
quarter of this year, to produce a 
real boom, can no longer lie serious- 
lv entertained in the light of the 
slow expansion that has taken place 
so, far. 
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on Rural Industrialisation 


Conference 


r J'HE second conference cm rural 
Industries projects which was 
held in the last week of July in 
New Delhi under the auspices of 
the Rural Industries Planning Com¬ 
mittee (RIFC) of the Planning 
Commission was a tame affair. The 
four-day conference did not yield 
any decision which could be consi¬ 
dered significant for the develop¬ 
ment of rural industries. Inasmucn 
as the conference was attended hy 
officials mostly, its deliberations 
could not hut be formal. Prominent 
among non-officials present was Shri 
Jayaprakash Narayan, who was* ^res¬ 
ponsible for the initial impetus to 
rural industrialisation in the coun¬ 
try. The conference had before ■ it 
a paper submitted by Shri Jaya¬ 
prakash Narayan and another by 
Prof D R Gadgil. No doubt there 
were many platitudinous comments 
on Shri Narayan’s note by several 
speakers, including members of the 
Planning Commission; yet when the 
time came to make definite recom¬ 
mendations, the note was simply ig¬ 
nored. 

In a way, the inconclusive delibe¬ 
rations of the conference were symp¬ 
tomatic of the general disability to 
come to grips with really vital is¬ 
sues. Lofty principles are adopted 
hut their translation into specific 
programmes for action is left to the 
bureaucracy which is neither inte¬ 
rested in nor capable of this task. 
And when, as is often the case, the 
implementation of new ideas direct¬ 
ly threatens to circumscribe the 
sphere of authority of the bureauc¬ 
racy, it is hardly surprising if the 
results turn out to be quite differ¬ 
ent from what were intended. Tb 
make the point clear the events 
leading to this second conference on 
rural industries projects may be 
summarised briefly. 

J Pi Initiative 

Shri Jayaprakash Narayan in his 
address to the Akhil Bharat Sarvo- 
daya Sammelan in April 1961 had 
referred to the continued economic 
stagnation of the rural areas arid 
had suggested the creation of a 
special agencv, a Rural Industriali¬ 
sation Commission (RIC), in which 
the existing all-India Boards and 
Commissions were to be merged and 


(From a Special Cor respondent ) 

which would he charged with rural 
industrialisation programmes, Hie 
suggestion was worth considering 
for several reasons, Hie stagnation 
of the rural areas is not open to 
question; the situation is actually 
deteriorating. Emphasising this role 
of rural industries in the develop¬ 
ment of the rural areas was Shrt 
Jayaprakash Narayan’s distinctive 
contribution. Nor did Shri Narayan 
remain content with enunciating a 
principle; he suggested a concrete 
step to transform the principle into 
reality, the setting up of an all- 
India Rural Industrialisation Com¬ 
mission. His suggestion sought to 
rationalise the organisational struc¬ 
ture created for the promotion of 
rural industries and crafts by doing 
away with the large number of or¬ 
ganisations — such as the Kbadi 
and Village Industries Commission, 
the All-India Handloom Board, the 
All-India Handicrafts Board, the 
Small-Scale Industries Board, the 
Coir Board and a host of other 
so-called non-official agencies whose 
revenue was principally or substan¬ 
tially derived from the public ex¬ 
chequer. 

Variety of Industries Needed 

Shri Narayan explained that 
rural industrialisation should not 
be confused with setting up a few 
large industries in rural areas. Nor 
should it be limited to cover what 
are termed as ‘rural industries’ or 
agricultural industries, such as 
processing of agricultural commo¬ 
dities. There can and should be 
a variety of industries established 
in rural areas. The pattern of rural 
industrialisation would be based on: 
(a) local resources, both human 
and material; and (b) local needs. 
‘Local’ does not mean a single 
village; it may mean a village, a 
block or a district — depending 
upon the nature of the industry and 
the technology used. 

The Rural Industries Planning 
Committee which officially came 
into being in April 1962, was ths 
direct outcome of this suggestion 
of Shri Jayaprakash Narayan. The 
first conference on rural industries 
projects was held in July 1962. 
The conference gave its approval 
to the selection of 45 projects in 


different States. It was further de¬ 
cided to form State-level advisory 
Committees — preferably with the 
Chief Minister as Chairman, At the 
Centre a Standing Committee was 
appointed to give constant attention 
to the implementation of the pro¬ 
gramme. 

Decent Burial 

According to the official report on 
the progress made during the past 
year. State level Committees and 
Projects Committees had been 
formed in all the States. Except 
for two projects in Bihar, all the 
other 43 projects were being ad¬ 
ministered by State Government 
departments. Some economic sur¬ 
veys had also been conducted to 
find out the potentialities for deve¬ 
lopment of different types of rural 
industries in the project areas. 

From this brief account one fact 
clearly emerges. The idea of a 
special agency for rural industria¬ 
lisation was accepted in principle 
only to be given a decent burial in 
practice. The multi-tier organisa¬ 
tion now existing — the Planning 
Commission, RIPC and it* Standing 
Committee at the Centre, the State- 
level advisory Committee and the 
Project Committee — has not been 
a satisfactory substitute. As Shri 
Narayan has commented in his 
latest note, “the State level com¬ 
mittee has been reduced more or 
less to an advisory status and the 
Departments have obtruded them¬ 
selves to such a degree that the 
RIPC’s objective of speedy imple¬ 
mentation is fairjy well frustrated. 
The question of power, privilege 
and procedure appears to be more 
important than getting the job 
done”. Lest this should be mis¬ 
understood as the frustration of an 
idealist non-official, it is necessary 
to note here that at the second con¬ 
ference many State Government 
officials interested in the implemen¬ 
tation of the projects also gave vent 
to their frustration at administrative 
delays in similar or even stronger 
language. 

The remedy lies in a high level 
decision to free the projects from 
departmental control. This can 
never be achieved if it is left to the 
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The Evil the British Did 
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British Rule in India i An Assessment, by Rani Gopal; Alia Publishing House. Bombay, 1963; pages X+364, price R* 18. 




JNDO-BRITISH history has had 
several schools of writers. During 
the early years of the John Company 
when its affairs were still current 
politics, its critics liked to bring out 
the darker aspects of its rule, as the 
classic indictment of Warren Has¬ 
tings qnd John Mill's history amply 
testify. As the contacts deepened, 
British administrators like Elphin- 
stone, Grant-Duff Malcolm and a 
host of others depicted in, terms 
favourable and otherwise, an Re¬ 
count of the land in which they 
found themselves. Later still, as the 
19th century moved to a close and 
the rumblings of nationalism were 
heard, critical studies of this move¬ 
ment were written, generally un¬ 
favourable and echoing the senti¬ 
ments which Lord Curzon had ex¬ 
pressed forcefully and volubly. 

Simultaneously, an academic 
school also developed which concen¬ 
trated on detailed and meticulous 
studies, especially of the administra¬ 
tive aspects. It naturally underplayed 
the nationalist sentiment and sought 
to bring home to the Indian people 
the benefits which the establishment 
of Pax Brittanica had secured for this 
land. Per contra, nationalist writers, 
wrote bitterly portraying the humili¬ 
ation of the Indian people as a sub¬ 
ject nation and the unscrupulous and 
brutal tactics by which the British 
empire had been acquired. Albion 
perfide and Divide et impcra became 
the major themes of nationalist 
writers. 

Indian Counterblast 

The coming of Independence in 
1947 could have closed this era of 
academic recriminations. This has 
however not been so; British writers 
still find it hard to get over the tram 
matic experience of quitting IndlS 
and seek to prove that the Necessary 
Evil was after all, not so evil and 
that though this Empire might htfle 
been created by force and by fraud, 
it was tolerably well administered 
and the people were not too unhappy 
under It. And it was the lever which 
brought India and the Indians into 
the modem world. ' 


“ British Rule in India ” reads 
like a counterblast to books of this 
kind which attempt to soft-pedal the 
admittedly deleterious effects of Brt- 
tish rule in India. The first ten chap¬ 
ters of his book, Shri Rain Gopal 
devotes to an examination of the 
economic and political aspects of this 
age in which he seeks to discover the 
“extent (to which) India progressed 
or declined under British rule”. In 
the last three he tells the story of 
Indian nationalism, its birth and its 
Odyssey “Through Fire to Freedom”. 

Objectivity in History 

Shri Ram Gopal has participated 
in this freedom struggle, and he is 
conscious of the fact that he may be 
accused of “retaining prejudices in 
his mind”. “ This aprehension ” 
he writes, “heightened my sense of 
objectivity, as a similar one did when 
I was writing my ‘Indian Muslims ; 
A Political History’ ”. The latter 
work he writes, won praise from 
Rushbrookc-Williams for its objec¬ 
tivity and he has “taken all care to 
maintain the objectivity of a detech- 
ed historian”. 

Historical objectivity however is 
more a quality of the mind than an 
attribute of style which may be as¬ 
sumed at will. There is not the Ieast_ 
doubt that Shri Ram Gopal has sin¬ 
cerely and unremittingly tried to 
maintain this objectivity; hut of this 
also there can be no doubt that what 
has issued from his pen is not an 
assessment but an indictment of Bri¬ 
tish rule in India. It is hard to find 
a favourable reference to the Bri¬ 
tish rulers in his book. Plassey is a 
“treachery” and 1857 “the Great 
Revolt”. Indo-British trade is a “story 
of exploitation”. British agrarian 
policy proved ruinous to Indian 
peasantry; their “ samples of mo¬ 
dern equipment pertaining to agri¬ 
culture .... remained as mere 
exhibits and .... the Indian pea¬ 
sant remained a relic of the mid¬ 
dle ages; nay he was now a skeleton 
of his former self”. The Industrial' 
progress made by India was negligi¬ 
ble and increased tile pressure on 


land^hile diminishing the number 
of those dependent on industry. The 
Government earned the “ wages of 
sin ” in laying open the “ trail of 
opium and liquor”. WMle the Gov¬ 
ernment maintained neutrality on 
religious issues, “Englishmen did not 
mind ruining Indians for their fun”. 
Humiliation led to cosciousnees and 
the emergence of the press, though it 
itself had to face severe persecution 
at the hands of the Government. 
The police served the ends of the 
oppresses; “throughout British rule, 
he (*he policeman) obstinately re¬ 
tained his traditional characteristics 
of bribery, exaction and oppression”. 

In this set-up, judicial administra¬ 
tion itself suffered. Discrimination 
between the Indian and the European 
was rampant. “The absence of pro¬ 
per judiciary from the administration 
of criminal justice remained a stigma 
on British jurisprudence throughout 
the British rule in India and this 
impropriety manifested itself more 
poignantly in political cases”. Ex¬ 
pense on education was meagre 
and tardily sanctioned and totally 
inadequate. “ The British civilian’s 
main concern was to maintain Bri¬ 
tish rule and an important aspect of 
the system the bureaucracy created 
was to ensure Indians’ submission to 
it and to create envy for greater 
loyalty”. 

. Damning Indictment 

In the midst of this foreign-impo- 
sed rule, the ideas of democracy 
entered India, sparked by the revo¬ 
lution which was taking place in 
England itself during the 10th cen¬ 
tury. “ British rulers though they 
had adopted India’s traditional 
feudal* ways of administration could 
not, in the very nature of tilings re¬ 
main wholly unaffected by the cur¬ 
rent of new political thought and 
quite a number of them gave, by 
word of mouth and writings, broad 
hints to the effect that victimisation 
of the poor called for modern reme¬ 
dies”. In addition there was the 
ferment in the late 19th century, 
“preparations and manifestations” 
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U?';' though they did not equal the “nw- 
gnitude of the Revolt of 1857”. 
it*';. And this finally led to the “ Rise 
S of Nationalism” symbolised in “The 
Indian National Congress I which) 
was the first and only national orga¬ 
nisation the people of India gave 
themselves”. 

All this is true and probably much 
more can be added. There cat: be 
no more damning indictment of a 
regime than the fact that it exacted 
more than fifty per cent of the total 
produce from the cultivator arid 
spent it on the maintenance of a 
foreign army on its soil—a fact true 
for most of the British age. But then 
the British had not come to India to 
benefit Indians—no Imperialist power 
can or does rule in the interests of 
its subjects. 

British vi Other Imperialism* 

Once this has been said and grant¬ 
ed, the need for an obje.ctive, dis¬ 
passionate and factual study arises. 
The distinguishing feature of British 
rule in India was the organic link 
which subordinated the interests of a 
static and agrarian economy to that 
of an expansive and industrialised 
British system. Once this unequal 
relationship had been stabilised and 
institutionalised, its consequences 
followed. 

The British were not alone in 
imposing this sort of unequal rela¬ 
tionship, as is well-known. Any 
assessment of British rule in India 
has, therefore, necessarily to beur 
comparison with the effects of Dutch 
rule in Indonesia and French rule in 
Indo-China to say nothing of other 
European powers: the Belgians in 
Congo and the jackal imperialism 
of Portugal in Asia and Africa. 

Tu this comparison, it must lm 
admitted that the British come out 
much better than their less-favoured 
Compeers. Theirs wag a long-term 
policy which recognised the nece¬ 
ssity of allies, of forging subsidiary 
indigenous classes which would fun¬ 
ction as ancillaries both in the task 
of ruling and in the process of ex¬ 
ploitation, Shri Ram Gopal does not 
deaf with- this aspect of British rule, 
the extent to which the Indians helped 
their master# in the spoilation of the 
Indian people. If he had sketched 
; the history of Indian India, the 
“native” states, the wumndari terror 


in U P and Bengal, it is possible 
that, by comparison, he might have 
found the British civilian beneficent! 

Positive Achievements 

Besides, with all their shortcom¬ 
ings, the British did recognise their 
obligations to the ruled, an obliga¬ 
tion which wa s undoubtedly flouted 
repeatedly hut which never entirely 
lost its validity. Possibly, the Parlia¬ 
mentary system at home was respon¬ 
sible for this, a system in which men 
like Daduhhai Naoroji pinned their 
faith. The Indo-British link also 
saw, it cannot he denied, some signi¬ 
ficant steps in the moral and material 
improvement of the Indian people. 
Such positive achievements, it is 
possible to say, were incidental ra¬ 
ther than intentional, the bye-pro- 
ducts of an imperialist age. This may 
be true, but is social engineering 
always a deliberate profess? 

By contrast, the rule of other Eu¬ 
ropean nations in their countries of 
occupation presents a shoddy picture. 
The Dutch, to quote Panikkar, 
“carried out a policy which systema¬ 
tically reduced a whole population 
to the status of plantation labour”. 
For the Portugese, proselytisation 
and religious persecution remained 
the primary goals. Only tin? French 
in Indo-China resembled the British 
in attempting to provide goad rule 
hut even they found, as the British 
discovered, that good rule w-as no 
substitute for self-rule. The compe¬ 
titive imperialism which opened 


China to the Vest in the raHjjdle of 
the Wth century with its short-sigh¬ 
ted, short-lived policies in that land 
of long memories, illustrate# the dis¬ 
ruption which could be caused even 
in a land which escaped political 
domination. 

Indians’ Role 

An assessment of British rule is 
difficult to arrive at unless a critical 
examination of the two-way process 
is made—of the British policy and 
of the Indian reaction. How was it 
that the Indians helped the English 
to conquer India, that the British 
ruler’s Indian army revolted not 
when it conquered Bengal, Bihar 
and the rest of India for them hut 
when it had to bite an objectionable 
cartridge? What enabled China to 
keep the foreigner out till 1842. 
fifteen years before the Mutiny? A 
whole array of problems arise which 
have to be satisfactorily answered 
before an assessment— neither an 
encomium nor an indictment—can 
he made. 

The hook is excellently written and 
excellently produced. It deserved a 
bibliography and a fuller index. 
It presents a certain point of view 
with lucidity and clarity and while 
it may not be possible, to agree al¬ 
ways with the writer’s assumptions 
or his presentation, he must be given 
credit for having presented it with 
sufficient care and documentation. 
It is hoped that it will be widely 
read. 
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Impact of Socio-Economic Changes 
on a v Religious Complex 

Nitysa&nda Patnaik 

The decline of the great religious traditions oj the fagannath temple at Puri has been linked to the 
downfall of the Gafapati Kings of Orissa who were the guardians of the temple traditions. 

This is by no means the whole story. 

Other factors like the rising cost of living, the impoverishment of the temple estate , the changing atti¬ 
tude of the literate population and attempts by the Government to take a hand in the administration of the 
temple are all responsible for the decline of the religious complex at Puri. 
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pURI, a small town with a popu¬ 
lation of about 50,000 in Orissa, 
is a famous place of pilgrimage for 
Hindus because of the temple ofthe 
great God, Jagannath. Besides being 
a place of pilgrimage, it has now 
also become a summer resort, being 
situated on the shore of the Bay of 
Bengal. With the journey from Cal¬ 
cutta reduced to 12 hours by rail, 
Puri is visited by people from Bengal 
and other neighbouring places in 
increasing numbers. During the 
Car Festival of the Lord Jagannath 
thousands of people from different 
parts of India gather in this town. 
Being the seat of the Lord Jagannath, 
it has been known as the heavenly 
city, particularly after the Gajapati 
kings of Orissa shifted their palace 
from Khurda to Puri. 

Puri has thus two faces: it has a 
holy aspect centred on the Jagannath 
temple and other sacred places in its 
precincts which the pilgrims are 
solemnly enjoined to circumambu¬ 
late; it also has a profane aspect 
confined to the sea shore and the 
modern hotels which the holiday-ma¬ 
kers swarm in thousands during holi¬ 
days and in the summer season. 

The Gajapati kings of Orissa were, 
and still are, looked upon by the 
peasantry as gods, like the Lord 
Jagannath. The people address them 
as God-King ( Thakur-Raja ) or 
mobile God (chalanti Vishnu) as 
contrasted to Lord Jagannath known 
as immobile God (achaianti Vishnu). 
The intimate relationship between 
the paramount king of Orissa and 
the Lord Jagannath, the paramount 
deity of the State, has long been re¬ 
cognised. That relationship has both 
mythical and ritualistic expression. 
But there are also strong economic 
and political bonds reinforcing the 
symbolic ones. 


The two-class system which was 
once the characteristic feature of 
society in Orissa upheld this mystic- 
ritual association between God and 
king. In this class system there was 
on the one side the magico-religious 
God-King of old aristocracy and 
power living in the capital city and 
on the other the vast rural peasan¬ 
try living round the city in small 
compact villages. The God-King lived 
according to a hierarchical pattern 
of power and privileges wherea., the 
peasantry, subservient to the king, 
lived on a basis of communal demo¬ 
cracy, mutual obligation and sub¬ 
sistence. 

Though the kings are no more in 
power and the people live in a free 
state and under much improved eco¬ 
nomic conditions, the attitude of the 
rural people towards the king as God 
remains unaltered. From the point 
of view of historical impact, Orissa 
in this respect represents a survi- 
valistic phenomenon in the rising 
tide of secularisation in modern 
Hinduism. 

Decline of Great Traditions 

To maintain the kings’ position 
there were parallel rituals in the 
palace and the Jagannath temple of 
which they were the absolute autho¬ 
rity. Due to economic impoverish¬ 
ment of both the palace and the tem¬ 
ple and with the growing secularisa¬ 
tion of the personal behaviour of 
the kings who were the guardians of 
the temple tradition, there is evid¬ 
ence of ritual attenuation and dete¬ 
rioration in ritual standards in both 
the palace and the temple. The 
performance of duties has been 
irregular and there has also been 
a deterioration in both the qua¬ 
lity and quantity of consecrated 
food. Quarrels among the temple 
functionaries, between functionaries 
and kings, and administrative staff 


occur now more frequently than 
previously. On the whole, the ad¬ 
ministration of the temple is i.ow 
in such a state of disrepute and dis¬ 
order that one wonders if the temple 
may not be about to become a 
national antiquity, the pilgrims 
turning into tourists, and the pilgrim 
rest houses ( dharmasalas ) into 
tourist hotels ( ptmtha nivas) in 
future. 

The decline in the great traditions 
cannot be attributed solely to the 
decline of the kings. The decline is 
due to several other forces. The 
attitudes of temple functionaries and 
the. public and the. Government’s 
interference in the temple adminis¬ 
tration are ail contributing forces. 
The rising cost of living and the 
inadequacy of food gifts to maintain 
their growing families have compel¬ 
led the temple functionaries to 
find other sources of income to sup¬ 
plement the declining temple in¬ 
come. They have become less religi¬ 
ous and more money-minded and 
business-like in the performance of 
their ritual services. And monasteries 
like Sankaracharya, Jadu Math and 
many others have been engaged in 
litigation and luxurious living, neg¬ 
lecting their duties in the temple for 
which they are granted landed pro¬ 
perty belonging to the temple. 

Many of the changes can also be 
attributed to the impoverishment of 
the temple estate of which the steady 
inflation is one of the major causes. 
Under die new tenancy acts the 
share-croppers holding the endowed 
lands of the temple are making new 
demands and no longer pay their 
full dues. In the past the kings’ 
personal expenses proved a drain on 
the temple estate; now the mainten¬ 
ance of the temple office staffed by 
officials is an equal burden on the 
temple treasury. 
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The Government authorities have 
by law made the king withdraw his 
administrative control over the tem¬ 
ple. They are also trying to bure¬ 
aucratise the services of the temple 
functionaries by enforcing moid-of- 
right*. They are attempting to trans¬ 
fer patterns of secular administra¬ 
tion to a aacred institution even 
though the secular administrative 


THE ECON 6H 10 WEfciiv 


structure is often far from #urces»fnl 
even in the realm for which it tvas 
devised. 

Nevertheless facts change before 
theory — theory is more tenacious 
than reality. People in the rural 
areas have not downgraded the kings 
of Puri in their estimation as the 
leaders of the state and the literate 


city people have done. Ail the com- 
plaints of the leaders against mis¬ 
management in the temple have no 
effect upon the villagers. They con¬ 
tinue to believe in Jagannuth as the 
Great Lord of the Universe and in 
the king as the mobile form of that 
great God. The struggle for secula¬ 
risation goes on to a great extent 
only within leadership groups. 
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What is Wrong with Our Administration 


P K Chaudhuri 


All committees and experts called upon to suggest, measures of administrative reform have been, 
almost without exception, content with recommending changes in secretariat procedure , amendment of finance 
and audit rules and delegation of more power to the man in the field. 

While the importance of these measures is not underrated, it is suggested here that they touch only 
the fringe of the problem. 

The ills of our administration require more drastic remedies. Is it surprising then that though the 
recommendations of a number of committees and experts have been acted upon, albeit in a piece-meal 
manner, the problem remains and is probably getting worse? 


'J'HE First Five Year Plan in¬ 
cluded a whole chapter on 
“Administration and Public Co¬ 
operation”. It asserted: “The pace 
of development will depend largely 
upon the quality of public adifRittqt- 
ration .... The principal objectives 
to he achieved in public administra¬ 
tion are integrity, efficiency, economy 
and public cooperation”. During 
the First Plan an “Organisation and 
Methods Directorate” was set up at 
the Centre in the Cabinet Secreta¬ 
riat and individual Ministries also 
set up special organisation and 
methods units. In a number ol 
States as well steps were taken to 
set up organisation and methods 
units. But to-day, after over a de¬ 
cade, it is anybody's guess how far 
these arrangements have helped to 
expedite the dispatch of business 
and to create greater interest in 
and understanding of matters affect¬ 
ing administrative efficiency. 

The Second and Third Plans 
reiterated the need for increased 
efficiency in the administration. 
Quite a number of studies in admi¬ 
nistrative reform were undertaken 
at the instance of the Government. 
As a result of these studies some 
procedural changes and improve¬ 
ments in the conduct of Govern¬ 
ment business have been effected, 
hut the overall tone of the admi¬ 
nistration has not undergone any 
change at all. 

To talk of administrative reform 
has become the fashion, and the 
State Governments cannot be ex¬ 
pected to lag behind the Centre. 
They have also appointed commit¬ 
tees under various titles to report 
on the subject. The reports of some 
of these committees, e g, of Andhra, 
Kerala, Mysore, etc, have been pub¬ 
lished. The Governments of Maha¬ 
rashtra and Rajasthan have appoint¬ 


ed high-power committees on 
administrative reform during the 
current year. 

Heads Must Roll 

According to the report of the 
Mysore Committee, “the real test 
of efficiency of administration in a 
democratic set up of Government is, 
of course, the reaction of the peo¬ 
ple to the way in which it is be¬ 
ing run.” Judged by this yard-stick 
the Central and the State Govern¬ 
ments will undoubtedly rate very 
low. The image of the administra¬ 
tion as it exists to-day has become 
inseparable from inefficiency, delay 
and corruption. The other day the 
Union Minister for Steel and Heavy 
Industries was reported to have de¬ 
clared that explanations and excu¬ 
ses would no longer be tolerated 
and that “heads will roll” in the 
public sector. But when? 

All the committees on adminis¬ 
trative reform, almost without ex¬ 
ception, have been content to sug¬ 
gest changes in secretariat proce¬ 
dures, amendment of finance and 
audit rules and delegation of moTc 
power to the man in the field. I 
don’t underrate the importance of 
these suggestions. But they only 
touch the fringe of the problem. 
The malady requires a deeper ope¬ 
ration. It is not surprising, there¬ 
fore, that though these recommend¬ 
ations have been acted upon, albeit 
piece-meal, the problems are very 
much there and probably getting 
worse. 

One of the most important cau¬ 
ses of administrative delay in Gov¬ 
ernment is the tendency to concen¬ 
trate more and more power at the 
secretariat level both at the Centre 
arid in the States. And this applies 
also to the heads of executive de¬ 
partments. This sounds a bit strange 
when every day ; we are growing 


more eloquent about Panchayati Raj 
and decentralisation. 

It was noted in the First Plan 
that “during recent years as new 
responsibilities have been assumed, 
there has been greater concentra¬ 
tion of work in secretariats both at 
the Centre and in the States and 
the stage at which effective deci* 
sions are taken within any depart¬ 
ment has tended to be pushed up¬ 
wards”. To-day, after a decade of 
planning and administrative reform, 
this tendency to concentrate power 
at the top continues unabated. The 
Third’ Five Year Plan mournfully 
records: “As was pointed out both 
in First and in the Second Plan, 
Central Ministries and perhaps Se¬ 
cretariat Departments in the States 
have tended to assume responsibili¬ 
ties for an increasing amount of 
original work. This has reduced the 
initiative of the executive depart¬ 
ments and their ability to function 
on their own”. But the political bos¬ 
ses and bureaucrats demur: no part¬ 
ing with power for them. In spite of 
expert opinion and recommendations 
of various committees and the re¬ 
peated urgings of the Planning Com¬ 
mission that the Ministries and the 
secretariat should rid themselves of 
necessary functions and duties, hard 
ly anything has been done in the 
matter. The top-note hers are just 
not prepared to part with power. 

Thj^ findings of the Mysore Re¬ 
sources 1 ' and Economy Committee 
are revealing in this connection. The 
Committee says: “This simple in¬ 
vestigation wag sufficient to bring 
out the astounding fact that, exclu¬ 
sive of time covered by cabinet con¬ 
sideration, it takes normally 272.2 
days on the average for a file to 
be processed in the secretariat. A 
paper has to pass through 19 staged 
in the secretariat”.. A case study 
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conducted by this Committee brought 
out the fact that out of 7,157 peti¬ 
tions entertained in a period of six 
months in the Revenue Department 
only 78 pttitions pertain to the sec¬ 
retariat, being in the nature of ap¬ 
peals for review. And out of the 
rest, 35 petitions call for no action 
and need not have been entertained. 
The balance of 6,111 petitions need 
not have come to the secretariat at 
all. This is a staggering amount of 
unnecessary work with which the 
the secretariat is burdened. The 
affairs of the Government nt other 
state capitals as well as at Delhi 
are no different. To eliminate delay 
all the recent studies have suggest¬ 
ed a cut in the proliferation of sec¬ 
retariat functions and duties. They 
have all stressed the need to con¬ 
fine the secretariat to its legitimate 
functions, that is, assisting the Min¬ 
ister to frame policies, laying down 
rules and principles of procedure, 
work connected with legislation and 
evaluation of achievements of the 
various State programmes. 

Nobody’s Responsibility 

The other important cause of de¬ 
lay and inefficiency in Government 
business is the lack of individual 
responsibility in the administration. 
Dr Appleby in his second report on 
Indian Administraiton remarked: 
“In India by a curious proliferation 
of the conception of parliamentary 
responsibility and cabinet responsi¬ 
bility and by reliance on excessive 
procedures of cross references there 
has been built an extraordinary eva¬ 
sion of individual responsibility and 
a system whereby everybody is res¬ 
ponsible for everything before any¬ 
thing is done”. In actual practice, 
unfortunately, nobody is held res¬ 
ponsible when anything goes wrong 
or remains undone. Without building 
up individual responsibility it is fu¬ 
tile to talk about administrative effi¬ 
ciency. Let us illustrate the point. 
When the Rhakra hoist chamber was 
flooded was anybody in the adminis¬ 
tration held responsible for the 
failure? When the sheet-piling pro¬ 
cess failed during the construction 
of the Kotah barrage on Chambal 
was anyone held responsible? Or 
for bungling in Rourkela? These 
are only a few well known cases, 
in almost every irrigation project 
In the country the actual area which 
is found to be irrigable after the 
completion of the project falls far 
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short of the estimated command 
area. Not only this, the actual cost of 
these projects far exceeds the origi¬ 
nal estimates. Such shortfalls and 
wrong estimates put the entire plan 
out of gear. In a communist coun¬ 
try people responsible for such 
bungling would have been severely 
punished and in a capitalist econo¬ 
my they would lose their jobs. But, 
then, ours is a mixed economy ! 

One of the basic tenets of sound 
administration in a parliamentary 
democracy is the responsibility of 
the Cabinrt Minister for the depart¬ 
ments under them. But in India 
this responsibility is systematically 
evaded. Last summer’s power fail¬ 
ure in Delhi is an instance. Neither 
the Delhi Electric Supply Under¬ 
taking nor the Punjab Government 
nor even the Union Cabinet Minis¬ 
ter in charge of Power and Irriga¬ 
tion accepted responsibility. Ulti¬ 
mately, under bitter criticism and 
pressure from Parliament, the 
Union Home Minister had to own 
responsibility. Similarly, how ludi¬ 
crous and infantile it appears when 
the Union Agriculture Minister 
blames the Planning Commission 
for the failure of the agricultural 
programme or when the Union Rail¬ 
way Minister and the Minister in 
charge of Mines and Fuel blame 
each other for the failure of the 
Railways to carry sufficient quanti¬ 
ties of coal to the consumer. The 
people at the top have become past 
masters in the game of passing the 
baby on. If such are. the traditions 
set at the highest levels how can 
we expect an ordinary public ser¬ 
vant to be more responsible. 

Too Many Rules 
Proliferation of rules and statu¬ 
tory laws is another important 
cause of delay and corruption. Rules 
and regulations are pouring out of 
Government presses everybody at a 
rate that neither the public- nor the 
Government officials can hope to 
keep abreast of them. Take, for ins¬ 
tance, the provision for tax relief 
when a person purchases a tractor 
for agricultural use. He is entitled to 
relief from excise duties and sates 
tax to the tune of, say, Rs 3,000 or 
more for a 28 HP tractor, depending 
on its price. Besides this he has to 
pay only a nominal registration fee 
for its use on the road. However, 
to get this tax relief he is required 
to procure a certificate either from 


the Teiudldar or the Agricultural 
Officer (both of whom are pan-ga- 
jetted) to the effect that the trac¬ 
tor will be used for agriculture. And 
if he is detected using the tractor 
for any other purpose he ia lia¬ 
ble to pay the full amount of the 
tax. But with the implementation of 
land reforms in almost all the 
States there is hardly an agricultu¬ 
rist left with a holding big enough 
to provide work for his tractor 
throughout the year. In practice al¬ 
most 90 per cent of the tractors pur¬ 
chased by agriculturists are utilised 
for commercial purposes outside the 
agricultural season. An agricultu¬ 
rist of common means who has in¬ 
vested nearly Rs 15,000 (probably 
with loans from the Government) 
in purchasing the tractor cannot 
afford to keep the tractor idle for 
nearly six months in a year. So He 
becomes a ready prey for the un¬ 
scrupulous elements in the admin¬ 
istration. The officials who frame 
rules and take decisions little rea¬ 
lise the impact of these rules and 
decisions on the lives of ordinary 
citizens. But this does not stop them 
from being extremely self-righteous. 
Take the case of the Community 
Development Projects or the Indus¬ 
trial Estates; barring a few excep¬ 
tions, they have turned out to be 
complete failures. But none in the 
Government will concede this. 

Nearly a decade has passed since 
the publication of the Kripalani 
Committee’s report on corruption in 
Indian Railways, but is there any 
improvement in the working of the 
Railways in this respect ? Ask any 
business man or industrialist who 
has to book parcels in smalls or 
goods in wagon loads regularly by 
rail. He will tell you that there is 
a fixed fee (not accounted for), ac¬ 
cording to the traffic importance of 
the station, which he is required to 
pay to the station staff for every 
wagon or package of smalls booked 
by him. 

The Chief Minister of Orissa 
spoke about the people’s court the 
other day. If things continue as they 
are to-day, some day the people 
may in despair take the law into 
their own hands. What is needed 
are not palliatives but a radical 
change in our very conception of 
administration. The administrators 
are there not to rule but to min¬ 
ister to the needs of the people. 
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GA TT: Promise and Fulfilment 

. . (From a Specfd/ Correspondent) 

The resolution on the trade problems of developing countries adopted at the GATT Ministerial Con¬ 
ference held in May this year was a masterpiece of prevarication. It set up an Action Committee and suggest¬ 
ed that the Council of Representatives shoufil take procedural steps necessary to establish this Committee. 


What that would achieve was nowhere clear but the vagueness was probably deliberate. 

The disappointment of the developing countries with the outcome of the Conference mis well known. 
Dr Sicco Mansholdt, one of the vice-Chairmen of the E E C, was among the first to agree that the develop¬ 
ing countries were getting a raw deal. At a press conference he admitted that all the aid given to these coun¬ 
tries was not sufficient to offset the losses sustained by them as a result of continuously falling commodity 
prices. 

The developing countries have supported a U \ Conference on Trade in the hope that what the GATT 
has denied them can be achieved through this organisation. This may be a forlorn hope, but if the Soviet 
Union backs it up, the Western countries may yet realise that trade is the best form of development aid. 


VF7HEN GATT cam e Into being on 
w January 1, 1948, three years 
after the last gun had been fired in 
World War II and an uneasy peace 
had settled In the West, the interna¬ 
tional political and economic picture 
was still blurred. Such organisations 
as the EEC or the Comecon had yet 
to come into being. Scores of coun¬ 
tries had yet to be set free. India, 
it is true, had become Independent, 
along with Pakistan, Ceylon and 
Burma. But India pressed hy enor¬ 
mous problems was yet to lay down 
the principles that were to guide her 
economic future, still to relate fully 
her economic development with ex¬ 
ternal trade. The talk was on the 
after-effects of partition. Attention 
was more on the refugee problem 
than on industrialisation, more on 
food than manufactured products, 
more on Kashmir than on foreign aid. 

It was a different world in every 
way. 

India’s independence had stirred 
up the latent demands for freedom 
in other countries in Asia and Africa. 
In Europe Itself the effects of the 
Marshall Plan were still to mani¬ 
fest themselves France was engag¬ 
ed in a bitter war in South East 
Asia; Britain was in the throes of 
tremendous social and political 
changes and Germany was walklhg 
the road that was to lead her to a 
miraculous economic recovery. 

The United Nations had already 
come into being, with fifty-five 
members. But GATT had only 
twenty three. The United Nations 
was predominantly a "western" olub, 
voicing the views largely of western 


Powers. So, in a sense, was GATT. 
The United Nations still had to give 
birth to the Asian-Afrlc&n Group. 
The latter was non-existent in GATT. 
Both at the United Nations and in 
GATT, such of the Aaian-African 
countries as were in, had to tread 
softly, for they were in such a min¬ 
ority. 

It is salutary to read the minutes 
of the five important tariff negotiat¬ 
ing conferences under GATT heldln 
1947, 1949, 1951, 1958 and 1960. 
Equally Instructive ore the minutes 
of the meetings of Ministers of 
GATT member countries held at 
times when guidance and directives 
were called for at the political level, 
notably in November 1954, October 
1957, October 1958, October 1959 and 
November 1961. By 1961, however, 
vast transformations had taken 
place-, political patterns had changed 
to am enormous extent. The old 
world had given birth to a new 
one. 

Membership 

Membership of QATT, however, 
was not to keep up pace with that 
of the United Nations which now 
iias more than one hundred. The 
Contracting Parties to GATT still 
number only fifty, if one does not 
take into account those who have 
acceded provisionally, or those who 
participate in its activities under 
special arrangement or those whose 
membership hss yet to be accepted. 

An analysis of the membership of 
GATT is educative. Of the fifty Con¬ 
tracting Parties: 

Two- are from the North Atlantic: 
the United States and Canada. 


Sixteen are from Europe: Austria, 
Belgium, Czechoslovakia, Denmark, 
Finland, France, Federal Republic Of 
Germany, Greece, Italy, Luxembourg, 
the Netherlands, Norway, Portugal, 
Sweden, Turkey and the United 
Kingdom. Of these, Austria is a 
neutral State, like the Scandinavian 
countries, and like them, a member 
of EFTA. Finland, 1 b neutral, but 
with one foot in the western camp 
and another in the Soviet. Czechos¬ 
lovakia was a member before the 
Communist coup, but has been per¬ 
mitted by COMECON to continue 
its membership of an otherwise 
“capitalist" organisation. Portugal 
remains the only colonial power, and 
at the same time the “underdeve¬ 
loped” member at NATO, french 
and British Interests claSty over 
membership of Britain of thi| Euro¬ 
pean Common Market. Greeks . apd 
Turkey are the other two members 
of NATO specifically designated as 
“underdeveloped”, with special pro¬ 
blems of their Own. 

Two are from Oceania: Australia 
and New Zealand, both members of 
the Commonwealth and therefore 
ill-disposed towards Britain joining 

the Common Market. 

*■' 

Twelve are from Africa: Came¬ 
roon, Central African Republic, 
Brazzaville Congo, Gabon, Sierra 
Leone and Upper Volta, which are 
French-oriented, Ghana, Nigeria, 
Tanganyika and Uganda which are 
British-oriented, not to mention the 
Federation of Rhodesia and Nyasa- 
land. now under the hammer, and 
the Union of South Africa, the lone 
wolf. 
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One te from the Caribbean with 
strong pull towards Britain : Trini¬ 
dad and Tobago. * 

Maght at* from Latin Ar&erica: 
arwau. C3hU«, Cuba, Dominican Re¬ 
public, Haiti, Nicaragua, Peru, Uru¬ 
guay. 


Nine are from Asia and the Mid¬ 
dle East: Burma, Ceylon, India, In¬ 
donesia, Israel, Japan, Kuwait, Fede¬ 
ration of Malaya, Pakistan, popula¬ 
tion-wise, the most numerous and 
with the exception of Japan, all 
grievously under-developed. 


Five countries have acceded provi- 
, sionally to GATT. They are: Argen¬ 
tina from Latin America, Tunisia 
and the United Arab Republic from 
North Africa, Switzerland and Yu¬ 
goslavia from Europe. 

Cambodia and Spain are expected 
to accede this year. Poland, another 
Communist country, participates in 
the work of GATT, like Cambodia 
and Spain so far, under special 
arrangements. 

Fifteen countries have their appli¬ 
cation to GATT membership pending, 
though GATT has been applied to 
them since 1948. They are: Algeria, 
Burundi, Chad, Leopoldville Congo, 
Cyprus, Dahomey, Ivory Coast, Ja¬ 
maica, Madagascar, Mali, Maureta¬ 
nia, Niger, Rwanda; Senega! and 
Togo, all former colonies and with 
a couple of exceptions, French-ori¬ 
ented. 


Who are the non-members of 
GATT? The Outs? 

Firstly, the entire communist 
world, with the delicate exceptions 
of Poland, Czechoslovakia and Yugos¬ 
lavia. 

From among the Latin American 
countries: , Paraguay, Ecuador, Co¬ 
lombia, oil-rich Venezuela, Panama, 
Costa Rica, Guatemala, Honduras, 
Mexico, Bolivia and El Salvador. 


From Asia, Africa and the Middle 
East: China, the Philippines, Thai¬ 
land, Korea, Laos, Vietnam, Saudi 
Arabia, Yemen, Jordan, Iran, jk i 
Syria, Lebanon, Afghanistan, Nepal, 
Morocco, Somalia. 

From Europe: Iceland and IM&A. 

*, 

Clash of Interests 
GATT—General Agreement on 
Trade and Tariffs—is a misnomer. 
The “Agreement” has never been 
truly voluntary; it has always been 



imposed by the strong over the weak. 
Those who had the political and 
economic power, have ruled the 
roost. 

That the politically strong are 
now being challenged is the result 
of the new International configura¬ 
tion which has brought into being 
a host of small countries, once colo¬ 
nies, but now full-fledged nations, 
all seeking a place under the sun. 

It is also the result of an inevit¬ 
able process whereby former Powers 
have been made to realise the enor¬ 
mity of their social crimes that con¬ 
demned large masses of people to a 
stature no higher than hewers of 
wood and drawers of water. 

Two equal and opposing tendencies 
have become noticeable in GATT 
talks now. One Is that of the Haves 
who frankly do not want to give up 
their stranglehold on the economies 
of the developing countries. The 
other is of the Have-not# who are 
in no mood to tolerate their hard¬ 
ships any more. 

The position of the Haves was 
stated eloquently by the Belgian de¬ 
legate to the GATT Ministerial talks 
held in Geneva in May. Belgians are 
a very forthright people, entirely 
ignorant of the nicetios of diplomacy 
which the more seasoned practition¬ 
ers of the art employ in their deal¬ 
ings with poor countries. When the 
Belgians want to say that they in¬ 
tend to keep what they have, they 
say so in plain terms. This is liter¬ 
ally what the Belgian Minister said 
in Geneva. Europeans, he said, were 
In no position to give up some of 
their hard-won gains. Their living 
standards had to be taken into con¬ 
sideration. They could not be sacri¬ 
ficed for the sake of the developing 
countries who could do no better 
than trade among themselves, instead 
of wanting to sell their manufactur¬ 
ed goods to the developed nations. 

It must be noted that Belgium 
was the spokesman for the entire 
European Economic Community and 
spoke not only for itself, but for 
the other five members of the Com¬ 
munity as well. The Community’s 
attitude towards tariff reduction and 
giving openings to the produce -of 
developing countries was one of “we 
win keep what we have and give 
thought to what we can do for you 
in due course". Very diplomatically, 
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the chairman of the .Ministerial:, 
meeting, the Swiss representative, 
pointed' cut that the Europeans, of 
course, bad a point there and their 
standards of living needed to be ap¬ 
preciated. But the philosophy of 
"everything understood, everything 
forgiven" could lead to inaction and 
GATT, he hinted, was in danger of 
sliding into inaction. 

GATT being what it is, it had 
every reason to take recourse to in¬ 
action on the principle of "when in 
doubt, do nothing". For some years 
now, it had been under pressure to 
do something for the developing 
countries, until the Contracting 
Parties at their twentieth session 
held in November 1962 had no other 
option but to call for a Ministerial 
Meeting in 1963. This meeting. It 
was decided, should consider “a pro¬ 
gramme for effectual liberalisation 
and expansion of trade in both pri¬ 
mary and secondary produots”. It 
went further. “In this connection, 
full weight should be attached to 
the importance and urgency of ne¬ 
gotiating solutions to the’ problems 
of trade in primary products and to 
the additional trade problems of the 
less-developed countries". The GATT 
Council of Representatives was called 
upon to prepare an agenda for the 
meeting and to make adequate pre¬ 
parations. 

The Council at its meeting In 
February 1963 decided that the Mi¬ 
nisterial meeting should be held in 
May. Preparatory work for the meet¬ 
ing was undertaken by three sub¬ 
sidiary groups: 

(al Committee III of the trade 
expansion programme, which is pri¬ 
marily concerned with expanding the 
export-earnings of the less-develop¬ 
ed countries, 

<b) the Special Group on Trade 
in Tropical Products, which is con¬ 
cerned with finding waye and means 
of widening the access to world 
marfieta for exports from countries 
in the tropical zone and, 

(c) the Working Party on Proce¬ 
dures for Tariff reduction which was 
created at the last ministerial meet¬ 
ing in 1961, for the purpose ©^exam¬ 
ining'new procedures and techniques 
for the further reduction of tariff 
barriers on a most-favoured - nation 
basis, in accordance with the terms of 
the General Agreement”. 
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The Council then drew up Concrete 
suggestions and submissions which 
were largely baaed on the prepara¬ 
tory work of the three groups. 

Council'! SobraiMioiu 

The Council's recommendations 
were of two kinds: general and those 
bearing on particular products. But 
the Council was far from unani¬ 
mous. Opinion was sharply divided 
as between members of the Euro¬ 
pean Economic Community and 
Associated States on the one hand, 
and the rest on the other. That the 
Associated States from Africa, were 
all underdeveloped and would have 
done better to cast their lot with 
Similarly handicapped nations did not 
seem to have occurred to any of 
them. 

The Council’s recommendations, 
therefore, are strictly those of the 
Contracting Parties not belonging to 
the EEC and Associated States. 
These recommendations suggested 
that the Ministers should be invited: 

(a) to endorse the general ob¬ 
jective of free access to markets for 
tropical products, In view of the great 
Importance of these products to the 
foreign exchange earnings and eco¬ 
nomic development of many less- 
developed countries; 

(b) to agree that the Instability 
of prlcee and lnadeqcacy of earnings 
are the principal problems affecting 
producers of tropical products; 


action is recognised, barriers to trade 
and restraints on consumption of 
tropical products should be dealt 
with in the context of the forthcom¬ 
ing GATT trade negotiations. 

The EEC States and States asso¬ 
ciated wfth the Community did not 
support the inclusion of general re¬ 
commendations. Representatives of 
States associated with the Com¬ 
munity stated, however, that their 
delegations supported the removal ox 
revenue duties and interna] charges. 
The States associated with the EEC 
and the Community itself stated their 
belief that the general and primary 
objective was to Increase the export 
earnings of the less-developed coun¬ 
tries in order to promote their eco¬ 
nomic development by all appro¬ 
priate means. Freedom of access to 
markets for tropical products was 
only one of those means. Such free¬ 
dom would be truly effective only to 
the extent that all the pre-requisites 
to its full effectiveness had been 
completely achieved in a]l these coun¬ 
tries. In the meantime, such freedom 
should only be implemented gradual¬ 
ly, to the extent compatible with 
the existing situation and the speci¬ 
fic needs of some of the countries 
concerned, In order not to hinder 
their economic development on a 
sound and balanced basis, until such 
time as their full integration into 
the world economy could be effect¬ 
ed without harmful consequences. 


(c) to agree that, in the interval 
before action Is taken to remove the 
existing trade barriers, there should 
be a "standstill" and governments 
should refrain, as far as possible, 
from any measures which might re¬ 
present an Intensification or exten¬ 
sion of these barriers. If, in fact, a 
government felt that it has to take 
any measures of this kind, it should 
have prior consultations with the ex¬ 
porting countries mainly interested 
in trade in the product concerned; 

(d) to give special attention to 
the problem of revenue duties and 
internal charges, with particular re¬ 
gard to the difficulties which have 
delayed the implementation of the 
relevant part of the Ministerial De¬ 
claration of November iMl and to 
the steps which need to be taken to 
speed tip such implementation; 

(e) to decide that, where this has 
not already been done by prior ac¬ 
tion and the desirability of such 


On the question of recommending 
action on individual products, there 
were once again differences between 
the two groups in regard to cocoa, 
coffee, bananas and tropical oilBeeds 
and oil. Only in regard to tea and 
tropical timber was their unanimity 
that the Ministers should be invited 
to agree that the customs duty 
should be removed with the least 
possible delay, If practicable, before 
the end of 1963. 

Committee in’s Report 

Committee in had submitted a 
plan of action to be adopted by the 
Ministers under seven headings: 

(a) A standstill on new tariffs and 
non-tariff barriers. 

(b) The elimination of remaining 
quantitative restrictions affecting ex¬ 
ports at less-developed countries. 

(c) Action by industrialised coun¬ 
tries which would permit duty-free 
entry of tropical products into their 
markets. 


id) The elimination at tariffs on 
primary products important in the 
trade of less-developing countries. 

(e) The reduction by atleast SO 
per cent within a period of three 
years of tariff barriers to the pro¬ 
cessed and semi-proeeseed goods at 
export interest to the lees-developed 
countries. 

(f) The progressive reduction of 
internal charges and revenue duties 
on products wholly or mainly pro¬ 
duced In less-developed countries, 
with a view to their elimination by 
December 31, 1965 and 

(g) The establishment of an an¬ 
nual reporting and consulting pro¬ 
cedure by Contracting Parties on 
progress made in removing restric¬ 
tions and implementing measures 
designed to provide larger access for 
the products of less-developed coun¬ 
tries. 

Besides, the Committee also said 
that in view of the progress already 
achieved in the removal of trade 
barriers in the way of less-develop¬ 
ed countries, it would be useful and 
desirable to intensify work aimed 
at assisting the leBS-developed coun¬ 
tries in diversifying their export 
economy and increasing their foreign 
exchange earnings generally. 

Point, Counter-Point 

When the GATT Ministerial meet¬ 
ing convened in Geneva on May 16, 
the seeds of failure had been duly 
planted. The Americans came to the 
conference table with one over-rid¬ 
ing aim in view: to get a straight 
across-the-board cut of 50 percent 
Ut, tariffs. As the Guardian put It, 
the Americans had armed themselves 
with the Trade Expansion Act of 
October 11, 1962. This was Mr. Ken¬ 
nedy's Congressional showpiece. “In 
the face of the protectionist pres¬ 
sure groups which thrive in Wash¬ 
ington like suits under » warm 
stone, Kennedy had obtained unpre¬ 
cedented powers to slash existing 
tariffs and resist demands for new 
ones; a dramatic negotiation was 
dreamt of between the United States 
on the one hand and an enlarged 
European Economic Community 
on the other with all nations, 
and especially those struggling to 
develop, benefltting from the trade 
liberalisation.” 

That was to prove to be only a 
dream. 
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The French came to the table in 

strong position Th M fc boto-the 
BBC and the United State*. WkMit 
the Community they couM ttrada 
their consent to common concessions 
to the US for concessions to their 
own economic interests in Europe, 
notably an enlarged market for 
cereal products In protectionist Ger¬ 
many. With the 'United States, in 
the words of the Guardian’s Peter 
Jenkins, they could "play upon 
European differences in order to 
drive the hardest bargain, whether 
with the view to obtaining worth¬ 
while new opportunities in the North 
American market or to registering 
a failure to agree which could' be 
blamed on American obduracy." 

The Germans came to the scene 
reatly perturbed. They were Un¬ 
willing to accommodate the French 
n the agricultural sector, but were 
afraid that any failure of the talks 
might compel the Americans to with¬ 
draw Into their shell. For them, 
with everything to lose, the Minis¬ 
terial talks were a great balancing 
act. 

The British had little to lose and 
little to gain; they were content to 
watch from the sidelines and make 
ympathetlc noises when the Ameri¬ 
cans spoke. The developing countries 
were in a sad state of disarray. The 
Associated States of the EEC had 
iractically been bought over; the 
rest, with no effective leadership, 
could only make their voices felt 
jy shouting the loudest. The shout¬ 
ing was done by practically all of 
them, for every one of them was 
feeling strongly the pinch of sltdirtg 
irices for primary products. They 
also knew that their voices would be 
of no avafl so long as there was no 
agreement first among the EEC 
States themselves and then between 
the EEC and the United States. 

It proved that from the very be- 
inning the going was hard—for 
everybody. 

Indian Viewpoint 

The Indians came to Geneva IS’ a 
highly sceptical mood. Experience 
had taught them—especially at "the 
Common Market talks in Brussels— 
that the Europeans had little ideal¬ 
ism when it came to doing business 
end could be talked to only from a 
position of strength. The Indiana 
knew their limitations, but did not 
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let that deter dham from making 
their point. 

Their spokesman, the energetic 
Shrl Manutohai Shah, had evidently 
been fully briefed by his permanent 
officials. In hie first speech—despite 
the bullying, tactics of the Western 
Powers who wanted remarks to be 
short—Shrl Shah decided not to 
mince matters, but state the un¬ 
pleasant facts of underdeveloped 
economies as they were. Exports 
from developing countries, he point¬ 
ed out, showed no signs of increas¬ 
ing. The terms of trade in primary 
products continued to be unfavour¬ 
able to them. In respect of processed 
and manufactured goods, discrimina¬ 
tory quota restrictions and high ta¬ 
riff walls remained Intact. And 
worse of all, tariffs on those few 
industrial products which could 
reasonably be expected to Increase 
the export earnings of developing 
nations were higher than those on 
products traded among the industri¬ 
alised countries themselves, 

Shri Shah made a number of pro¬ 
posals. In the first place, he said, no 
product which could help the less 
developed nations increase their ex¬ 
port earnings should be included in 
the exceptions to the across-the-board 
cuts proposed by the United States, 
Also, industrialised countries which 
have considerable experience in mak¬ 
ing adjustments in their economies 
should change their national laws to 
provide for suitable openings for in¬ 
dustrial products from less-develop¬ 
ed countries by removing the bar¬ 
riers to their free entry. Finally, 
the Trade Negotiating Committee of 
GATT should set up a suitable ma¬ 
chinery for examining and imple¬ 
menting tariff preferences on select¬ 
ed products of interest to the less- 
developed countries. 

Speaking later in the course of 
the general debate, Shrl Shah made 
it clear that Industrialised countries 
cannot expect to receive from the 
less developed nations reciprocity 
when across-the-bOard cuts were com- 
templated. He also demanded that 
whenever there was any discussion 
on to* list of exceptions, toe deve¬ 
loping countries should be consulted. 

Such plain speaking was sorely 
wanted. It had not been heard in 
the halls of toe Palais des Nations 
for a long tone. Whether Shri Shah 
threatened that he will take his 
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trade elsewhere is not known. But 
it was wall-known that he was later 
on to go to Moscow for spedflo 
trade talks. The EEC States, how¬ 
ever, knew full well that India had 
to come to them willy nilly for many 
things: not toe least, technical and 
financial assistance and that, in the 
final analysis they held the whip 
hand. 

US venai EEC 

But toe major issue facing the 
GATT Minister* conference was not 
how to go about putting the deve¬ 
loping countries on their feet, but 
bow to resolve the differences bet¬ 
ween the UB and the EEC. 

"Our choice of the basis on which 
the reduction of tariffs is to be car¬ 
ried out and of toe manner in which 
agricultural trade is to be included 
in the negotiations will have much 
to do with the success or failure of 
negotiations,” Christian Herter, the 
leader of the US delegation, said 
completely truthfully. 

Herter reminded the Ministers 
that the US Trade Expansion Act 
of 1902 gave President Kennedy far- 
reaching powers to reduce, on a reci¬ 
procal basis, virtually toe entire 
range of American tariffs by as 
much as 50 per cent, spread over a 
five-year period. He said America 
fully realised the linear approach to 
be more fruitful means of achieving 
major tariff reductions. The funda¬ 
mental objective of the meeting was 
to bring about the greatest possible 
reduction in tariffs and other bar¬ 
riers of trade. He said: 

"I therefore urge that the Mi¬ 
nisters reach agreement that toe 
maximum liberalisation of trade 
can best be achieved by negotia¬ 
tion which begins with across-the- 
board, equal percentage linear 
cuts, with limited and narrowly 
defined exceptions. The working 
hypothesis adopted by the Work¬ 
ing Party was based on linear 
reductions of 50 per cent. While 
we think this is a good working 
hypothesis, the actual figure would, 
of course, have to depend on toe 
decisions reached later_any for¬ 

mula based on unequal linear cuts 
imposes a serious limitation on 
toe amount by which toe average 
tariff will be reduced.” 

The EEC countries, but specifi¬ 
cally France, were opposed to the 
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US standpoint. Their com 
wm that the*United m*U»i4!i&e 
higher tariff rates on more products 
than JBBC countries and accepting 
the US plea, for equal linear cuts 
would be tantamount to the EEC 
countries having very low tariffs on 
American product* while America 
would still maintain relatively high 
tariffs {even after the proposed 50 
per cent outs) on a relatively large 
number of items of European origin. 

Discussion was bitter and at one 
point it was feared that the Minis¬ 
ters' meeting would end in dismal 
failure. But failure was unthinkable. 

It would have had grave political 
repercussions. Some compromise had 
to be brought about and the Car¬ 
mans alone seemed well fitted for 
the job. When it was all over, Lud¬ 
wig Erhard had this to say of the 
compromise agreement: “We are 
agreed on the shell of an egg. What 
Will be in the egg we do not know." 

The New York Times gave a good 
account of what happened. It said: 

"The United States concession 
lay in accepting what it had re¬ 
jected all during the Ministerial 
conference. This was the principle, 
insisted upon all along by the six 
nation Common Market, and par¬ 
ticularly by France, that high 
individual tariffs should be cut 
more than relatively low tariffs 
where there are significant dispari¬ 
ties and where a substantial 
amount of trade is affected. 

“In the long battle over word¬ 
ing, the United States won some 
small points, but the basic -'gjgF' 
parities’ principle was accepted. For 
historical and other reasons, Unit¬ 
ed States tariff structure has far 
more high points than the Com¬ 
mon Market structure. 

"In return, the United States 
won agreement from the Common 
Market that the general rule for 
tariff reductions should be equal 
percentage cuts. The percentage 
ultimately agreed upon will almoa^ 
certainly be less than the 50 W 1 
cent urged by the United States. 
Acceptance of this principle waj^,, 
major concession by France. 

"A OATT committee of experts 
must still work out how many 
products will be subject to the 
general rule of equal percentage 
cuts and how many will be sub¬ 
ject to the special rules governing, 


dispart dee. Extremely tough bar¬ 
gaining Is expected on this issue 
before basic rules for negotiation 
can be agreed upon.” 

The overall agreement at the 
meeting covered not only the for¬ 
mula for tariff cutting but also the 
questions of agriculture and the 
special trade problems of !i the less- 
developed countries. 

As the Times said: 

“On agriculture, the basic prin¬ 
ciple was accepted that farm pro¬ 
ducts should be included in the 
overall negotiations, It was agreed 
that they would probably have to 
be treated differently from indus¬ 
trial products. It was also agreed 
to start immediately trying to 
work out new international com¬ 
modity agreements for grains and 
meat. These agreements could pro¬ 
foundly affect domestic pj-ice sup¬ 
port and subsidy programs as well 
as world trade.” 

Raw Deal for the Have-nots 
Once the US vs EEC dispute was 
settled in a compromise, it did not 
take very long for the GATT Minis¬ 
ters to consider the problem of the 
developing nations. The resolution 
that was passed was a masterpiece 
of prevarication. It set up an Action 
Committee and suggested that the 
Council of Representatives should 
take procedural steps necessary to 
establish this Committee. What that 
would achieve was nowhere clear 
but vagueness was probably deliber¬ 
ately planned. A spokesman for 
GATT, never at a loss for words, ex¬ 
plained that the Action Committee 
provided a legal and Institutional 
framework to enable the Contracting 
Parties to carry out the work Of 
expanding the trade of the less- 
developed nations. But the less- 
developed nations themselves were 
disappointed. 

That this disappointment was 
known to leaders of industrialised 
countries and that they were un¬ 
easy about it was evident. Dr Slcco 
Mansholdt, one of the vice-chairman 
of the EEC, was one of the ftret to 
agree that the developing countries 
were getting a raw deal. At a press 
conference he admitted that these 
countries were steadily losing over 
the years and that all the aid given 
to them was still not enough to cover 
the loeaes sustained in continuously 
falling commodity prices. 
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The problem of developing coun- . 
tries has since then been beautifully 
described by a report published by 
the Atlantic Institute, an interna¬ 
tional, non-governmental study or* , 
ganisation which aims at working 
out common policies. The Institute 
has a high-powered Board at Direc¬ 
tors and members ranking high m 
their respective countries and its 
Director General has been till now 
Mr Henry Cabot Lodge, former cMef 
American delegate to the United 
Nations. 

The names of the members is a 
roll call of the influential and the 
powerful. To name a few: Lord 
Gladwyn and Lord Franks from 
the UK. From the United States: 
Will Clayton, Lewis Douglas, Chris¬ 
tian Herter Eric Johnston, Mrs 
Lord, and George Meany. From Ca¬ 
nada, Lester Pearson, present Prime 
Minister. From Belgium, Foreign 
Minister Paul Henri Spaak; from 
France, Maurice Faure, Antoine 
Plnay. From West Germany, Frits 
Berg, Karl Schiller, Baron von Op- 
penheim. The report of the Institute 
is aptly called "Partnership for Pro* 
grass’’ and must be considered one 
of the frankest ever made—barring, 
perhaps, the more comprehensive 
report of the United Nations made 
in 1855—on the subject of aid and 
trade of developing countries. 

The report said: 

“Aid to be effective, needs above 
all, continuity. For the developing 
countries, the biggest obstacle to 
forming coherent development 
plans, and even more to putting 
them into effect, is the constant 
fluctuations of their external re¬ 
sources—whether from loans or 
grants or from the undependable 
value of their exports." 

The report added—and this has 
been said so often and by so many 
responsible people as to almost be¬ 
come a cliche—that the fluctuation 
in prices of produce and raw mate¬ 
rials has cost the developing na¬ 
tions more, over the past few years, 
than all the funds they have obtain¬ 
ed by 'way of aid. This cost, said 
the report, has been in the falling 
prices of their own raw materials 
compared with the rising prices of 
the finished goods they must buy— 
the “terms of trade." 

The report pointed out that prices 
have continually moved to the dis- 
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advtDUl{t of developing countries and 
to the advantage of Indus trlaiieed 
countries. The gain for the develop¬ 
ed countries represented an unearn¬ 
ed Increment, a windfall profit, un¬ 
related to the efforts of the country 
Which enjoyed It. It would, there¬ 
fore be fair In principle to repay 
such windfalls. The report pointed 
out further that economic aid to 
developing countries should be In¬ 
creased, aa a whole, when the terms 
of trade varied to the detriment of 
primary products. The report said 
that In the matter of tariff cuts, 
developing countries should be ex¬ 
empted from the obligation to offer 
reciprocal tariff reductions. But tv 
facilitate the general acceptance of 
the principle of "tariff disarmament," 
the report added, the definitions 
that govern dumping must be ra¬ 
tionalised and the procedures for im¬ 
plementing them speeded up. 

The question of freer trade has 
been the concern of the United Na¬ 
tions Itself and even as GATT was 
meeting In Geneva preparations were 
being made to hold the UN Confer¬ 
ence on Trade and Development. 
This meeting is to be held early 
next year but whether it can be as 
active as GATT remains to be seen. 

The fact of the matter is that a 
United Nations conference suffers 
from all the handicaps of a United 
Nattons organisation where mem¬ 
bership Is even more complex than 
that of GATT. But the Soviet Union 
has been Intensifying its campaign 
for the establishment of a new UN 
trade agency and even if much may 
not be achieved, the tardy manner 
in Which the western nations have 
been treating developing countries 
may come to be exposed in greater 
detail. 

Comecon 

It is fruitful to inquire at this 
stage how the Communist countries 
among themselves have been trying 
to solve the problem of trade and 
intra-development. The Soviet Union 
has been lately making energetic 
efforts to make Comecon—Council 
for Mutual Economic Assistance 
(Soviet Bconomicheskoi Vsaimopo- 
moshl)—into a workable Instrument 
for communist cooperation. 

Comecon was established In Jan¬ 
uary 1949, a year after GATT, most¬ 
ly as a Counter-measure to the Mar¬ 
shall Plan which had been announc- 
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ed as early as 1947. Comecon failed 
to make any headway till 1954 but 
It was not until 1962 when the ques¬ 
tion of the developing countries it¬ 
self started coming more and more 
into the fore at UN meetings, that 
the Soviet Union decided to streng¬ 
then the Comecon and make it more 
meaningful. 

Comecon’B membership consists 
exclusively of the Communist bloc in 
Europe: the Soviet Union, Bulgaria, 
Czechoslovakia, East Germany, Hun¬ 
gary, Poland and Rumania. Albania 
was expelled from the organisation 
last year and Outer Mongolia newly 
admitted. 

When the Comecon met In Bucha¬ 
rest on December 14, 1962 its goals 
were outlined as follows: 

(a) acceleration of the division of 
labour among the Comecon countries, 

(b) intensified efforts to boost 
output of raw materials, fuels and 
power output, 

(c) better coordination of research 
and development work, and 

(d) creation of more uniform me¬ 
thods of costs and price calculations. 

The rationale behind ail this was 
explained by one communist com¬ 
mentator. "The Socialist division of 
labour and specialisation must be 
placed on a much broader basis than 
hitherto, in order to make faster 
progress in the countries of the 
Council." 

And he added: "In earlier periods, 
the Council did not eliminate the 
separatist aims of the national eco¬ 
nomies. Mutual relations were at 
best bilateral but never multilateral. 
In the past, it has happened—and 
it still happens—that when one of 
the Council countries had a passive 
trade balance, It had produced cer¬ 
tain j-oods too expensively instead 
of importing them....from other 
socialist countries at more favour¬ 
able conditions. This violates the 
principle of proletarian multilateral¬ 
ism” The first decisions were to co¬ 
ordinate efforts, to avoid unnecessary 
production, assure the most effective 
and rational employment of raw ma¬ 
terials, and to develop for each coun¬ 
try the most suitable production 
plan, taking into consideration eco¬ 
nomic, financial and raw material 
resources as well as the availability 
of labour. 

Comecon now works under a sys¬ 
tem of specialisation, each member 
country specialising in a particular 


branch of industry. ThwgvJBS^, Osr* 
manyfltts been entrusted with ma¬ 
chine building, chemical Industry, 
soft coal mining, metallurgy, preci¬ 
sion engineering, optics and manu¬ 
facture of complete plants and plant 
installations, Poland with hard coal, 
coal chemistry, shipbuilding, textiles 
and agricultural machinery, Czechos¬ 
lovakia with machine building, metal¬ 
lurgy, chemical industry and plant 
installations, Hungary with bauxite 
mining, aluminium production, rail¬ 
road equipment and rolling stock, 
Rumania with oil production, dril¬ 
ling equipment and foodstuffB and 
Bulgaria with non-ferrous metals. 

Comecon has also set up a machin¬ 
ery to arrive at a more uniform 
price level and plans to eliminate 
the seasonal, cyclical or merely ac¬ 
cidental short-term price changes 
which occur on the world market. 

Is Cooperation Possible ? 

Is cooperation between Comecon, 
the EEC and GATT possible? Does 
Comecon show the way to the elimi¬ 
nation of national rivalries and the 
rationalisation of production and dis¬ 
tribution for the common good of 
mankind? Can this happen under 
the auspices of UN Conference on 
Trade and Development? These are 
some of the questions that naturally 
arise in any consideration of the 
goals that have been set up by each 
of the trade bodies. They call for a 
statesmanship of a high order. De¬ 
mocracy can have no meaning unless 
it means the right of people every¬ 
where to live without the tyranny 
Of economic pressures subtly exercis¬ 
ed by one people over another. The 
GATT ministerial meeting showed 
how hollow were the pretensions of 
the European nations of aiding de¬ 
veloping countries. These latter coun¬ 
tries have supported the principle of 
calling for a UN Conference on Trade 
in the hope that what they have 
been denied at GATT can be pushed 
through in this organisation. This 
may be a forlorn hope, hut if the 
Soviet Union were to back It up, the 
western powers may yet wake up to 
the fact that their days of economic 
, *fcnperialism , ‘ are numbered. The 
time may come when trade "no more 
is an instrument of tyranny and aid 
becomes superfluous and nations 
live side by side in dignity. The pro¬ 
mised land may sound distant today, 
but so did space exploration a de¬ 
cade before. 
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Unemployment and Economic Growth 

Reply ' 

SK Nath 

1 ‘-i,' 

In a seme, a is surprising that there have been only two comments {May 25, 1963) on my article 
4, 1965) by economists who consider it futile for India to try to achieve full employment at something 
bice an adequate minimum wage in the near future. 

Considering the very low priority that the objective of a substantial reduction in unemployment has 
received from the Indian planners all these years, and the apparent acquiescence of a large part of the Indian 
intelligentsia in this , one would have thought that there were many more economists so convinced of the im¬ 
possibility of achieving full employment in the near future and that they would feel bound to protest at the 
recommendation of such a policy. 


’J’HE biggest hurdle that a policy 
directed at full employ moot 
has to face is lack of ‘finance 1 fir 
‘money’, K R Gupta seems to thinL 
I should have thought the biggest 
hurdle is insufficient real resources. 
Given insufficient real resources (in 
this instance the relevant insuffici¬ 
encies being largely those of neces¬ 
sities) if unemployment is to be 
abolished — so that the demand 
for the necessities will increase — 
there are three broad classes of 
measures which may be adopted 
for increasing their supplies: 

(i) Get gifts from abroad, a sub¬ 
stantial part in advance of putting 
the policy of full employment into 
operation. 

(ii) Cut out wasteful consumption 
by those who buy more of these 
things than they really need. Tliis 
is likely to require rationing and 
price control. (These measures, of 
course, do not increase total sup¬ 
plies of necessities, but by limiting 
some unnecessary demands on 
them, they ensure that some more 
necessary demands will be met.) 

(iii) This last class of measures 
is divided into two parts, short-run 
and long-run. 

(a) Short-run: Make use of any 
spare capacity in plant by running 
more shifts; improve storing ana 
transport methods to reduce wast¬ 
age; increase weeding, hoeing, amfe 
guarding of crops; introduce carry¬ 
ing water by human chains w®re< 
necessary to improve irrigation;^ 
crease gathering of manure, ami 
composting of refuse; and adopt 
other such measures as can improve 
productivity per acre yrithux a single 
season, provided labour |a applet 
generously but in a systematic and 
sustained way. 


(b) Long run: The remaining 
part of tbe mtherto unemployed can 
at the same time start work on the 
kmd of projects which require little 
capital but will increase total out¬ 
put after more than just a few 
months. Here the list of possible 
jobs can be as long as you like, 
though perhaps most of them will 
be in the digging and building line, 
Some examples are : wells, tanks, 
canals, roads, dams and so on. 

Examples of Russia and Chine 

Gupta says that foreign aid, in 
the form of large food grants, for 
a programme of full employment 
(which would also necessitate some 
equalisation of consumption levels) 
will not he forthcoming, because 
“capitalist countries” may disap¬ 
prove of the equalising process. 
However, there are few “capitalist 
countries” in that extreme, nine¬ 
teenth century sense in the world 
today — the U S certainly does not r 
seem to be one of them. There 
might be “capitalist” individuals in 
the aid-giving countries, but luckily 
they do not for the moment seem to 
have a gTeat deal of influence. 

Gupta reminds us of the hard¬ 
ships which Russians had to under¬ 
go during the Initial stages of their 
development. But surely it is utter 
foolishness to jump to the conclu¬ 
sion that every developing country 
has to repeat exactly the same pat¬ 
tern. The hardships in Russia were 
caused by a disruption of society 
(which has yet to he proved to have 
been necessary) »\ by widespread 
fear, suspicion and hatred to begin 
with, and then by a long-lasting 
; hostility to the new government by 
large numbers of managers, techni¬ 
cians, workers, farmers, and pea¬ 
sants. These hardships were not 


caused by pursuing a well-thought 
out, systematic policy of achieving 
full employment. To cite the Chi¬ 
nese example is even more irrele¬ 
vant. Who knows exactly what has 
been happening these last few years 
in China? It would seem that there 
has been widespread hardship, bat 
was it the result of any sensible 
policy of full employment, or of 
some policy as mad as their foreign 
policy has been? In a discussion 
about economic progress, abolition 
of poverty and unemployment, 
Gupta’s citing the example of a 
country whose government happily 
contemplates the prospect of nuclear 
war and the consequent risk of los¬ 
ing just half its population, can 
only be regarded as grossly irrele¬ 
vant, 

Gupta apparently is not again 3 i 
a policy of full employment, because 
he says: “Under present conditions 
.... employment can be given to 
everyone willing and able to work 
only at wages lower than what may 
be considered adequate”. How 
inadequate are these wages going to 
be? Supply they will be at least 
adequate to live on and to enable 
a man to do a day’s work. It would 
therefore seem that the only real 
difference between Gupta and me is 
that he thinks that a policy of full 
employment is possible at a not so 
adequate* wage, whereas I think it 
should- *be possible at a more ade¬ 
quate Wage, 

The otfor comment, on my paper 
is by I P Nijhawan. Unfortunately 
he appears to be still under the 
spell of words like development and 
economic progress. Consider his 
two remarks: “Increased employ¬ 
ment opportunities must follow in 
the woke of economic progress” 
(italics mine); and “Rapid develop- 

137J 




W'i"''/' ''' 

r August 10, 196;} 


~&yf. 


meat may come in conflict with 
increased employment”. What doe* 
this “rapid development” consist of? 
One wishes Nijhawan had stopped 
to think about these terms. 

But he is really too satisfied 
about the employment situation to 
consider full employment as the 
most necessary part of any set of 
aims of economic planning. Instead 
of regretting the Third Plan’s in¬ 



tention of letting unemployment 
increase by 3 million by 1966, he 
flourishes this fact as a proof that 
nothing more can be done about the 
problem. Secure in his sense of 
satisfaction, he sees all my suggest¬ 
ed measures for reducing unemploy¬ 
ment as a series of ‘assumptions’ — 
‘ifs’ which he can see no way what 
soever of being realised. It is, ol 
course, a logically conceivable atti- 
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tuck- to take, whenever any remedies 
tor a -grave social evil are suggested, 
to say that all these remedies depend 
on “ifs" which are “seldom likely 
to be realised”; but it is not a very 
helpfui attitude. 

I am glad that there has been at 
least one correspondent (N Das, 
May 18, 1963) who has appreciated 
my sense of urgency about our 
growing unemployment. 

rnr.ji 



A TATA MODUCT 





"m 




A10, 1^1, 


; , sv 

Cem&w Meeting t . > ;v ,; : w, ^ 

• The Tata Iron and Steel Company Limited 

Statement of-tiie Chairman 


.-A 

. - 4 : 


TPHE following statement by Mr. 

J. R, D. Tata, Chairman of the 
Tata Iron and Steel Company 
Limited, dealing with Company’s 
working for the year ended March 
31, 1963, has been issued to share¬ 
holders. The Annual General 
Meeting of the Company will be 
held on Thursday, August 29, 1963 
at 4.30 pm at the Birla Matushri 
Sabhagar, 19, Marine Lines, Bom¬ 
bay 1. 

The year under review has WH#. 
a difficult one for India, overshadow¬ 
ed by the Chinese attack on our 
Northern Frontiers. While military 
operations, which ceased abruptly 
with the Chinese withdrawal in 
December 1962, left substantially 
unaffected the country’s territorial 
integrity, the economic aftermath 
of the invasion has been a serioiifi 
one. Although viewed in retros¬ 
pect the limited Chinese attack on 
India may prove in the long irun 
to have been a blessing in disguise 
for having swept away dangerous 
illusions and policies based on 
them, concerning China’s avowed 
friendship for India, it has placed 
on us a grievous, and possibly per¬ 
manent, burden of additional defen¬ 
ce expenditure at a time when all our 
resources were required for economic, 
development. With the realisation of 
our military unpreparedness against 
such a powerful and ruthless ene¬ 
my, the need to strengthen and 
modernise our defence apparatus at 
the cost of a much larger part of 
total available resources, slender as 
they are, became inescapable. 

The Finanoe Act has made only 
too clear to us all the magnitude 
of this new burden. While there 
is, I am sure, none amongst us 
who would deity the need to pigMr 
vide whatever funds are requiiW ' 
to strengthen our defences, much 
concern and doubts have been ex¬ 
pressed in regard to the specific 
provisions of the Act and particu¬ 
larly in regard to the Super PrdflfcS 
Tax. The matter was so fully 
argued and discussed both publicly 
and privately at the time that little 
purpose would be served by my 


using this occasion to repeat here 
what has been so thoroughly venti¬ 
lated earlier. We can only hope 
that the Finance Minister who, 
much to his credit, gave the assur¬ 
ance that he would review this 
particular measure if it was found 
in practice to be detrimental to the 
country’s economic growth, will, in 
fact, do so at a suitable opportuni¬ 
ty. It is fortunate that, in our 
own case, the Super Profits Tax 
will place no burden on our Com¬ 
pany, thanks to the large capital 
and reserves employed in our 
business. 

Higher Dividend 

Coming to our own affairs, 
shareholders will see from the 
Directors’ Report and the Accounts 
that the Company made gratifying 
progress during the year under re¬ 
view. Both output and profits have 
risen appreciably and the Company 
has now begun to reap the fruits 
of its heavy investment in money 
and effort undertaken over the last 
seven years. 

I am particularly happy, that 
the improved results have made it 
possible for the Directors to re¬ 
commend a slightly higher dividend 
on ordinary shares. The fact that 
the dividend in the hands of the 
shareholders is still considerably 
less than prior to the Expansion 
Programme is solely due to the 
change in the tax laws of the coun¬ 
try since 1960, but that is a matter 
entirely beyond our control the 
burden of which would have been 
felt even if the Expansion Program¬ 
me had not been undertaken. In 
fact, there is no doubt in my mind 
that had we not grasped the oppor¬ 
tunity of doubling the capacity of 
our plant, the position of the share¬ 
holders would be less favourable 
than it is today and it would pro¬ 
gressively deteriorate year by year 
as the plant got older and more 
costly to operate. 

Expansion Programme 

Shareholders will remember that, 
when the Expansion Programme 
was first mooted and some of them 


expressed serious doubts as to the 
wisdom of spending so much mo¬ 
ney on expansion, I pointed out 
that the Company’s prosperity and, 
in fact, its ultimate survival would 
depend on its continued ability to 
remain competitive in the changed 
situation in the Indian Steel Indus¬ 
try as a whole which would emerge 
from its rapid growth and the crea¬ 
tion of a number of large modern 
plants. 

Competitiveness, in a controlled 
industry like ours, means, in 
es8ence,*>-the ability to produce 
steel cheaper, or at least at no 
higher cost, than the rest of the 
industry. We could never have 
achieved this with a plant most of 
which was built after the first 
World War and which required an 
unduly large labour force in rela¬ 
tion to its output. In any field of 
industry» v an enterprise that fails to 
grow and to replace old plant and 
machinery with new and more effi¬ 
cient equipment must inevitably 
decline and ultimately die. 

I am sure that even our most 
sceptical shareholders are today 
glad that the Company embarked 
upon the Modernisation and Expan¬ 
sion Programme (MEP) and the 
Two Million Ton Programme 
(TMP) and 1 have no doubt that 
the wisdom of this step will be¬ 
come more evident as the years go 
by, 1 hope, at the same time, that 
they will realise that this process is 
a continuous one and that the Com¬ 
pany, so long as it exists, can never 
afford to sit back and feel content 
that the modernisation and expan¬ 
sion achieved between 1956 and 
1960 will be sufficient for ever 
after. must be prepared not 

only to replace old plant and ma¬ 
chines as they wear out and as new 
and b$ter< ones become available, 
but also to expand further if and 
when we are given the opportunity 
to do so on a sound and remunera¬ 
tive basis. Efficiency and low costs 
nowadays are increasingly linked 
with large-scale production. Where¬ 
as a few years ago, a million ton 
steel plant and, say, a thousand ton 
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a day blast furnace wen consider¬ 
ed exceptionally large and efficient, 
today rvpn a two million ton plant 
ia small by world standards and a 
two thousand ton blast furnace is 
by no means amorist the largest 
built. In this heaviest ol all indus¬ 
tries particularly, the size of steel 
plants and of the individual items 
-in them has grown continuously 
over the years not only in order to 
make more steel, hut because, by 
the better and more efficient use of 
materials, power, transport and 
labour, they are able to produce at 
lower cost. In addition, technolo- 

E ical advances and new processes 
ave increased efficiency and 
lowered costs. 

Those, therefore, who intend to 
remain shareholders of this great 
Company of ours must, ijj their 
own interests, he prepared to take 
a long term view and allow the 
Company to accept the additional 
burdens and responsibilities invol¬ 
ved in continued modernisation 
and, wherever the opportunity oc¬ 
curs, in further expansion. For only 
by such means can we remain 
strong, efficient and competitive and 
can dividends be maintained or 
improved. 



Government's Feelers 
An opportunity for further mo¬ 
dernisation and expansion may, in 
fact, come our way sooner than ex¬ 
pected. As shareholders will have 
gathered from recent press reports, 
Government, in their advance plan¬ 
ning of steel-making capacity in 
the Fourth Plan period, are. consi¬ 
dering a further expansion of capa¬ 
city in the Private Sector in addi¬ 
tion to that proposed for the Public 
Sector. Wc have been asked whether 
our Company would be interested in 
a further expansion at Jamshedpur 
and willing to undertake it during 
the Fourth Five-Year Plan. This 
matter is still at an exploratory stage 
and no decision is likely to he 
taken for a considerable time. The 
Management of your Company is at 
present engaged in a preliminary 
study of such a project. In the 
meantime, we have informed Gov¬ 
ernment that we would in principle 
be willing to play our part in the 
expansion of the Indian steel indus¬ 
try as a whole provided such an 
Expansion could be financed with¬ 
out undue strain on the Company’s 
resources and would safeguard the 
interests of the shareholders. 
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From the preliminary studies we 
have already made, it would seem 
that a further expansiori of some¬ 
thing between half a million and 
a millkm ingot tons could be under¬ 
taken economically within the ex¬ 
isting plant area. In considering 
this matter, we will be guided 
solely hy the technical and econo¬ 
mic soundness of the project, the 
financial stability of the Company, 
the interests of the country and, by 
no means last, the interests of the 
shareholders. 

The most important obstacle to 
surmount will be the question of 
finance. The cost of such a sche¬ 
me, if for a million tons, would 
probably exceed Rs 100 crores, at 
least half of which would be in 
foreign exchange. The World Bank, 
to which we still owe Rs 34 crores, 
out of the Rs 51 crores they lent 
us for the Two Million Ton Pro¬ 
gramme (TMP), would obviously 
lie primarily concerned in such a 
scheme, whether they financed it 
themselves or not, and we would 
have to satisfy them that it could 
be undertaken without affecting our 
capacity to service their existing 
loans, let alone any fresh borrow¬ 
ing raised for the new Expansion 
Project. 

Shareholders would probably 
look upon such a proposal from 
their own point of view and parti¬ 
cularly the effect it would be likely 
to have on their dividends and on 
the market value of their shares. 
It is too early for me to give share¬ 
holders any indication of how 
these will be affected by a further 
programme of expansion. 1 can, 
however, assure them on behalf of 
my colleagues on the Board and 
myself, that we will recommend a 
scheme of further expansion only 
if we are thoroughly satisfied that 
the project is technically and eco¬ 
nomically sound and that it can be 
undertaken on terms wholly fair, 
and even attractive, to the share¬ 
holders. 

Towards 18 Million Tons 

While on this subject, I may re¬ 
fer briefly to Government’s plans 
for the expansion of the industry 
as a whole. While the present steel¬ 
making capacity of the five major 
plants in India is about six million 
ingot tons, the Planning Commis¬ 
sion have estimated - the coun¬ 
try’s requirements at ten million 
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tons at the end of the Third Plan 
arid eighteen millkm tons at the 
end of the Fourth Plan. 

Because of the long time it takes 
to expand existing plants and to 
build new ones and the many and 
difficult problems involved in cor¬ 
respondingly increasing supplies of 
raw materials, coal, transport and 
power to cope with the increased 
output of steel, it is doubtful that 
these targets will be reached accor¬ 
ding to schedule. 

It is my personal view that the 
maximum practical target that can 
be reached at the end of the Fourth 
Five-Year Plan will not exceed 
fifteen million tons which itself 
would be a considerable achieve¬ 
ment and in my view adequate. Of 
the present firm decisions taken, 
the proposed creation of the Bokaro 
plant is by far the most important. 
Some shareholders and others may 
have been surprised that, as Chair¬ 
man of the largest producer in the 
Private Sector, 1 should have gone 
out of my way to support publicly 
the Bokaro project both in India 
and abroad. I arn sure, however, 
that most people, including our 
shareholders, will approve of mv 
action. India's economy and the 
standard of living of our people 
cannot grow without additional 
steel and it is clear that the Pri¬ 
vate Sector, even if permitted to 
do so, would not be able to under¬ 
take on its own a programme of 
expansion at an average rate excee¬ 
ding a million tons of new capacity 
per year. 

Assuming a capital cost per ton 
of installed capacity of anything 
between Rs 1,500 and Ks 2,000 per 
ton, the sums involved are so en¬ 
ormous, a« to be clearly beyond 
the present and foreseeable resour¬ 
ces of the Private Sector. It would 
be both unreasonable and unpatrio¬ 
tic of anyone to place the interests 
of private enterprise above those of 
the nation as a whole, and I there¬ 
fore had no hesitation in publicly 
supporting the Bokaro project, 
syhen it seemed that such support 
might help in allaying some of the 
doubts expressed in America in re¬ 
gard to aid for this project. I sin¬ 
cerely hope that the U S Govern¬ 
ment and Congress, who have con¬ 
tributed so generously upto now to 
India’s economic development, will 
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find it possible to give their, sup¬ 
port to this vita! project. :•> 

Decontrol 

Shareholders will also have 
learnt from press reports that the 
Government of India were consi¬ 
dering the possibility of abolishing 
wholly, or in part, statutory con¬ 
trol over! steel prices and distribu¬ 
tion which has been in force since 
1941. With the increased availa¬ 
bility of steel from the five major 
plants in the country and the gra¬ 
dual narrowing and, in some, cases, 
disappearance of the gap between 
retention and selling prices, the 
situation in the country in regard 
to steel supplies has materially 
changed, and Government have de¬ 
cided to review die whole question 
of continued control over the steel 
industry. 

The Minister for Steel and Heavy 
Industries is to be complimented 
on taking a lead in reviewing 
Government’s approach to the com¬ 
plicated and difficult problem of 
steel distribution and pricing. It is 
also gratifying to find that, before 
coming to a final conclusion on the 
subject, he decided to seek the 
views of the industry. For this pur¬ 
pose the Minister called a meeting 
of the three main producers early 
in July 1963, at which the whole 
subject was tentatively explored. 

In expressing their views and 
suggestions in Delhi, the represen¬ 
tatives of the basic steel industry 
informed Government that they 
would welcome decontrol provided 
that, at the same time, steps were 
taken to ensure that the transition 
was a smooth one and that reason¬ 
able prices were fixed which would 
he fair to both the consumer and the 
producer. 

The meeting was purely of an 
exploratory character and no deci¬ 
sion was taken. The tentative views 
expressed by the industry were 
sympathetically heard, and I am 
grateful to the Minister, who wftV 
good enough to preside over the 
meeting, for his fair-minded and 
pragmatic, approach to the problem? 
The Minister asked the representa¬ 
tives of the three main producers to 
discuss the matter further amongst 
themselves and to place their con¬ 
sidered views before Government as 
soon as possible, - 


At this parly stage it would not 
Improper for ate to express tatf 
views on the subject. I can only say 
that I personally believe put if the 
steel industry is allowed to conduct 
its own gffairs in future, under a 
carefully thought-out scheme which 
will safeguard the public interests, 
a progressive step will have been 
taken to the advantage of all con¬ 
cerned and of the country as a 
whole, 1 therefore hope that these 
constructive discussions will fructify. 

Alloy Steel Project 

I regret to report that the Special 
Alloy Steel Project, which the 
Company has had under considera¬ 
tion for the last three years, has 
had to be shelved for the time 
being for two reasons : First, it has 
been found impossible upto now 
to interest a foreign collaborator in 
participating in the project on the 
condition imposed by Government 
that the whole of the foreign ex¬ 
change cost should be wholly pro¬ 
vided by the foreign partner and, 
second, the Government of India 
have decided that this project 
should be transferred to the Public 
Sector. I can only regret this deci¬ 
sion and hope it will be possible to 
revive our project at some time in 
the future. 

In last year’s Directors’ Report 
and the Chairman’s statement a 
reference was made to Govern¬ 
ment's request that we should in¬ 
crease the output of our coal mines 
by about 1.5 million tons of raw 
coal or 1 million tons of washed 
coal so as to become self-sufficient 
in coking coal supplies. The study 
of this project has taken longer than 
expected mainly because, owing to 
the prohibitively high estimates of 
cost first submitted to us, we had 
to have the matter re-examined by 
another firm of consultants whose 
preliminary techno-economic report 
has just been received. The estima¬ 
tes contained in this second report 
are, I am glad to say, substantially 
lower than in the first. Discussions 
on the subject have been initiated 
with the World Bank, who have 
taken a special interest in the deve¬ 
lopment of the Indian coal indus¬ 
try. and I hope that by the time the 
next annual report is submitted to 
you, a satisfactory derision will 
have been taken. 

I have nothing special to report 
ip-regard to the operations of the 


Company during the current year, 
of which four months have elapsed 
at the date of this statement. A 
further advance in production may 
be expected during the year, parti¬ 
cularly as a result of the commis¬ 
sioning of the Tonnage Oxygen 
Plant ■which is to supply oxygen 
to SMS 3. The erection of this plant 
will be completed shortly and 
should be in operation before the 
end of the year. I must, however, 
point out once again that in such 
a complex industry as ours, invol¬ 
ving the close co-ordination of 
many elements and factors beyond 
our control, continuous operation 
at hundred percent of capacity is 
not an easy task. I can assure 
shareholders, however, that every 
effort will continue to he made to 
faring the plant to its full produc¬ 
tion and efficiency of which over 
ninety per cent was achieved by the 
end of the year under review. 

In conclusion, I am sure the 
shareholders would like to join my 
colleagues on the Board and my¬ 
self in thanking our officers, staff 
and workers whose sustained efforts 
over the past few years hav£ been 
largely responsible for the continu¬ 
ous improvement in the perfor¬ 
mance of the Company. 

J. R. D. Tata 
Chairman. 

Bombay, 25th July, 1963. 

Sardegai Brothers 

jSJARDESAI Brothers’ net sales 
during the year ended Decem¬ 
ber 1962 increased from Rs 37.47 
lakhs to Rs 43.14 lakhs, and the 
Company showed a higher net pro¬ 
fit at Rs 2.54 lakhs compared with 
Rs 2.05 lakhs in the previous year. 
The Directors declared a dividend 
of Rs 4 per share (4 p c) on old 
shares and Rs 1 09 per share (4 p c) 
on new partly paid shares. 

The increase in the prices of raw 
materials used in the textile indus¬ 
try reduced the consumption of 
textile auxiliaries which affected 
the gross sales of the Company. 
The emergency had a further im¬ 
pact on sales in the last quarter of 
the year. 

The Company effected necessary g 
modifications in its Carboxy Methyl "" 
Cellulose plant and succeeded in 
making production more economical 
besides improving the quality of the 
product. 
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The Indian Iron & Steel Company Limited 

Statement by the Chairman, Sir Biren Mookerjee 


!J*HK following statement by Sir 
Uirori Mookerjee, Chairman of 
the Indian Iron & Steel Company 
Ltd, dealing with Company’s work¬ 
ing for the year ended 31st March 
1963, has been issued to share¬ 
holders. The Annual Cenral Meet¬ 
ing of the Company will hr hold on 
Tuesday, the 3rd September 1963, 
at 3 p nt at the Royal Exchange 
Hall of the Bengal Chamber of 
Commerce & industry, 6, Netaji 
Subhas Hoad, Calcutta-1. 

The highlight of the year under 
review was the attainment by the 
Burnpur Works of a production of 
iron and steel approximating to the 
rated capacity of the plant, an 
achievement which reflects great 
credit on the entire operational staff, 
who have refused to admit defeat 
in the face of the many adverse cir¬ 
cumstances with which they have 
had to contend. 


Accounts 

The effect on profits of the in¬ 
crease in production is not immedi¬ 
ately apparent from the Profit & 
Loss Account, 1 should, therefore, 
perhaps point out that in the 1961- 
62 account there was included a 
sum of Rs 2,28,51,875 arising from 
the retrospective increase in reten¬ 
tion prices but Hating to the year 
1960-61. Against this has, how¬ 
ever, to he set the adjustment of 
Rs 1,40,01,141 relating to previous 
periods by which the .value of the 
sales for 1961-62 had to be reduced 
by reason of the disallowance by 
Government of an element in the 
retention prices to compensate the 
interest chargeable on their Special 
Advance. The net special inclusion 
was accordingly Rs 88.50,734 and 
if this ia deducted from the gross 
profit of Rs 9,18,78,416 khoWn for 
1961-62, the comparative gross 
profit figure for that year becomes 
Rs 8,30,27,682 in relation to the 
gross profit of Rs 9,11,89,201 earned 
in 1962-63. 


Tiie 1963-64 Budget proposals in 
regard to the levy of a Super Pro¬ 
fits Tax at penal rates on profits 
earned in excess of 6% on Capital 
and Reserves caused us grave anx- 
since in their original form 


they would have imposed on our 
Company a liability for the year 
exceeding Rs 1 crore. As a result 
of widespread protest, these propo¬ 
sals were however subsequently 
considerably modified, the conces¬ 
sions primarily affecting us being 
the allowance of a deduction of 
10% of total income in the compu¬ 
tation of chargeable profits and the 
inclusion in Reserves of Develop¬ 
ment Rebate Reserve (in our case 
amounting to some Rs 867 lakhs) 
not originally admissible. Although, 
in the result and in the circum¬ 
stances explained in your Directors 
Report, the possible immediate lia¬ 
bility for the year is in our case 
now small, I cannot but regard the 
tax as ill-conceived. I say this for 
the reason that the tax can so 
readily operate to impose a penalty 
on efficiency and to constitute a 
positive disincentive to the expan¬ 
sion of the indusrties of India on 
which the entire future of the coun 
try depends. 

Operating Conditions 

You will be fully aware from my 
previous Statements of the difficult 
conditions under which operations 
are perforce carried on at Burnpur. 
the transport position, both as re¬ 
gards irregularity in the movement 
of wagonR and the utilisation of 
wagons of unsuitable types, posing 
a constant problem in the handling 
of raw materials and the quality ot 
purchased coal and limestone being 
a matter of the gravest concern. 
The position in regard to the latter 
materials was rendered still more 
acute by the commissioning of the 
remaining blast furnaces of the 
Hindustan Steel Limited during the 
year which led to a further deterio¬ 
ration in the quality of our supplies, 
the average ash Content of our coal, 
being 18,22%. as against 18.01% 
tor the previous year. 

We are. in the matter of raw 
materials, contending against con¬ 
ditions far worse than those being 
experienced by the other producers 
due to our very small allotment of 
washed coal (about 8% of our re¬ 
quirements against nearly 100% in 


the , case of all other producers) 
and might, therefore, with some 
justification boast of our production 
achievements in keeping with the 
example set in certain other quar¬ 
ters. I must, however, confess to 
some feeling of inquietude at the 
position which has been forced upon 
the industry by the apparent view 
of the Steel Ministry that quantity 
of production alone shall be the 
criterion of efficiency without regard 
to quality. For the two years end¬ 
ed 31st March 1962, in our fight 
tb maintain quality, we produced 
to approximately 90% of our rated 
capacity, about 80% of our outturn 
of saleable steel being of tested 
quality. This position was acoepted 
by the Tariff Commission after full 
investigation and their recommen¬ 
dation as to the sales retention prices 
for the period based accordingly. 
Despite this and the fact that a 
basis of 90% capacity production 
constitutes also practically a world 
standard for the steel industry, these 
recommended prices, as I advised 
you last year, were cut by the Steel 
Ministry by no less than Rs 19.50 
per tonne, the major part of this 
reduction being made on the grounds 
that “the plants should have work¬ 
ed at 100% of capacity instead of 
90% optimum mentioned by the 
Tariff Commission.” The effect of 
the rut made by Government was 
in our case to impose on us a 
penalty by way of loss of gross 
earnings for the two-year period of 
no less than Rs 405 lakhs. Fared 
with such a position where we have 
been penalised for our performance 
in place of the commendation we 
might justifiably have expected, 
we have had no option but with the 
greatest of reluctance to lower our 
standards, for the maintenance of 
which 1 have fought throughout my 
entire association of over thiry 
years with the Company, and the 
attainment of a production of 100% 
of rated capacity has been achieved 
only at the expense of a drop in 
the proportion of tested quality steel 
to about 60% of the total outturn, 
the rest being of commercial qua¬ 
lity, with further reduction possibly 
still to come. 
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A constant drive for more and 
more production is fraught- f#l|h 
many risks which, although appa¬ 
rently contrary to the viewg of those 
in authority, I -cannot help but feel 
should not be taken, particularly 
having regard to rite period of em¬ 
ergency through which the country 
is now passing. With the present 
quality of raw materials and the 
irregularity of their supply, the task 
of maintaining production is diffi¬ 
cult enough in all conscience, for 
the efficient working of a steel plant 
is, in effect, a combination of art 
and science superimposed on an 
essential and fundamental back¬ 
ground of rhythm. To the extent 
that more constants can be estab¬ 
lished so is the rhythm improved 
but where there are many -find! 
serious variables as now, then its the 
rhythm broken, this in turn cutting 
into production and quality — a 
set of conditions which the steel 
producer most dreads. 


A modern steel plant is robustly 
built but nevertheless there are 
many delicate sections in it where 
constant care and vigilance is need¬ 
ed. Hence, maintenance must get 
the highest priority even at the cost 
of some loss in production. Just 
like the human body, where, altho¬ 
ugh the stomach can stand a lot, 
the heart, brain and lungs are very 
delicate, so in a steel plant the 
Turbo-Blowers, the Ilgner Plant 
and the Cogging Mill are the vital 
points. Unless these are attended 
to regularly with special attention 
at the slightest sign of irregularity 
a major breakdown may ensue. The 
position is particularly hazardous 
in the case of our Indian steel mills 
where the holding of a large quan¬ 
tity of spares of all kinds is not 
possible owing to foreign exchange 
shortage ana where any major 
breakdown could accordingly in¬ 
volve a prolonged and very serious 
loss in production. If, therefore, 
at the goad of the Steel Ministry 
capacity production must be ob¬ 
tained to avoid penalty, there is 
always the daqger of chances belrtjg 
taken which might result in disaster. 
These are commonsense and practical- 
matters allowing no scope for arbit¬ 
rary decisions which, I suggest, 
should not have heen and should 
not he made without the support of 
the highest expert advice available 
within or, if necessary, without the 
country. 




Farther Expansion 

I -advised you hist year that de¬ 
pendent upon the availability of 
raw materials fn general of the 
requisite quality and, in particular, 
of coking coal of reasonable ash 
content, there existed a potential 
for further expansion of the pro¬ 
duction capacity of the Buvnpur 
Works by approximately one million 
tonnes of crude steel per annum 
and that such expansion for plan¬ 
ning purposes had been phased into 
two parts. Phase I, which is that 
under immediate consideration, 
would cater for an increased annual 
production of some 300,000 tonnes 
of equivalent ingot stsel to he pro¬ 
cessed in the existing Rolling Mills, 
while Phase II, to follow in due 
course to accord with the overall 
planning of Government, would 
cover the balance increase of some 
700,000 tonnes of crude steel, the 
form of final processing of which 
would be dependent upon the future 
requirements of the country. The 
World Bank has expressed its inte¬ 
rest in the implementation of Phase 
1 and the position so far as Govern¬ 
ment are concerned is that they 
have officially announced that there 
is no objection in principle to the 
further expansion of the Private 
Sector steel plants and have called 
for technical and financial reports 
in regard to this first phase of the 
Company’s expansion programme. 

It has been pointed out to Gov¬ 
ernment that the availability of 
adequate quantities of good quality 
metallurgical coal is a prerequisite 
to any further expansion and that 
since Government have .previously 
indicated -that the Private Sector 
plants must make themselves self- 
sufficient in the matter of their coal 
requirements, the position, of neces¬ 
sity, hinges upon the ability of the 
Company to implement the Chas- 
nalla Project for the development 
of the Company’s coal-bearing pro¬ 
perties, for the finance of the foreign 
cost of which a loan of $ 19,500,000 
has been negotiated with the World 
Bank as reported last year. The diffi¬ 
culty in this matter lies, therefore, 
not in connection with the foreign 
cost which is fully covered by the 
loan, but in the finding of the .finance 
necessary to cover the local cost 
of the Project in view of the fact 
that the position in this latter res¬ 
pect has gravely deteriorated since 
arrangements were concluded with 
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the World Sank in December 1961. 

This deterioration is due to two 
factors. Firstly, an increase of Rs, 

459 lakhs in the estimate of such ! 
local cost caused by (a) lack of 
Governmental support in the matter 
of land acquisition which has neces¬ 
sitated the abandonment of the pro¬ 
posed open-cast mininjg section of 
the project and a compensatory en¬ 
largement at considerably greater 
expense of the deep-mining section 
and (b) the very heavy impact of 
the l963-(j4 Budget on construction 
costs by reason of the enhancement 
of import and excise duties, higher 
freight charges and increase in the 
prices of various controlled com¬ 
modities, together with the general 
rise in the cost of all materials and 
services that must inevitably follow 
under the, present economy of the 
country. And secondly, the severe 
loss of earnings, to which I have 
earlier referred, caused by the dra¬ 
stic cut imposed by Government on 
the sales retention prices of steel 
that were recommended by the 
Tariff Commission. 

Certain proposals by which the 
position could be covered have, 
however, heen put forward to Go¬ 
vernment whose reply is awaited. 

In view of the remarks made in 
the Report by your Directors you 
may perhaps question my present 
reference to the Chasnalla Project 
and I should therefore explain that 
since the date of that Report, an 
Order has been promulgated by 
Government under the Defence ot 
India Rules, 1962, relaxing the 
provisions of Rule 52 in their 
application to the Company. 

Kulti Foundries 

To prejudice still further the 
financial position, another adverse 
factor has recently been introduced 
in the shape of attempt by the Steel 
Ministry to impose a cut on the 
supply *f pig iron from Burnpur to 
Kulti and to divert supplies to 
such extent for the benefit of other 
and competing iron founders and 
pipe manufacturers despite the fact 
that at the time the agreed decision 
was reached some years ago to 
scrap the two obsolete blast furna¬ 
ces at Kulti it was made clear to 
and accepted both by the Ministry 
of Commerce arid Industry (at that 
time having jurisdiction in the mat¬ 
ter of iron and steel) and the 
Planning Commission that the full 
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requirements of Kulli must be met 
from Burnpur before any iron could 
be made available by the latter 
Plant to outside parties-. The effect 
of the proposed cut, if imposed, 
would be a curtailment of operations 
at Kulti which, apart from render¬ 
ing surplus 3,263 staff and workers 
involving payment of retrenchment 
compensation of approximately Rs> 
20 lakhs, would result in a loss of 
earnings to the Kulti Foundries to 
the extent of some Rs 55 lakhs per 
annum. Moreover, such a situation 
would inevitably lead to the gravest 
impairment of labour relations not 
only at Kulti but also at Burnpur, 
the possible result of which could 
be disastrous both to the Company 
and to the country. 

The Company has naturally made 
the strongest representations in the 
matter the result of which is awaited 
and I may perhaps lie forgiven if, 
in the face of the many adverse cir¬ 
cumstances with which we have to 
contend, 1 confess to some feeling 
of frustration at times at the difficul¬ 
ties it would appear are unnecessari¬ 
ly and without due consideration 
thrown in the path of the Company 
in seeming discouragement of it.’, 
efforts towards the advancement of 
the industry of the country. 

Decontrol 

You will doubtless be aware that 
Government have presently under 
consideration the possibility of dec¬ 
ontrol of the distribution and prices 
of steel. In this connection a meet¬ 
ing was convened in New Delhi by 
the Steel Minister on the 6th July 
1963 which wag attended by the 
Chairmen of the Public and Pri¬ 
vate Sectors of the industry when 
the overall aspects of the matter 
were discussed. The relaxation of 
one of the multifarious Govern¬ 
mental controls over the industries 
of the country would naturally be 
welcomed. It must, however, be 
appreciated that the steel industry 
is not yet in a position to meet the 
full demands of the country and 
that the fullest and most effective 
utilisation of capacity must there 
fore be ensured, this involving the 
elimination of wasteful competition 
and the most economic usage of 
the over-strained railway transport 
system. It will be apparent, there¬ 
fore, that in the interests of the 
country, the consumers and the in* 


dustry, direct Governmental control 
would of necessity have to be repla¬ 
ced by gome form of possibly modi¬ 
fied control on a voluntary basis by 
the industry itself and the detailed 
joint proposals of the main produc¬ 
ers in this connection are now 
being worked out for submission to 
Government. 

Acknowledgement* 

In conclusion, 1 would express on 
behalf of the Board of Directors 


our appreciation of the services 
eredSby the General Manager, Mr 
McCracken, his Executive Heads 
and the entire Staff and Workers of 
the Company who by their ability, 
determination and wholehearted ef¬ 
fort have made possible the results 
that have been achieved. . ’ 

The above statement is Hot a 
document purporting tS be a re¬ 
port of the proceedings of the 
Annual General Meeting; 
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India Steamship Co., Ltd., has 
a steady record of progress... 
Since Independence, Its ton¬ 
nage has increased from about 
85,000 D.W. tons to over 
200,000 D.W, tons—more ton¬ 
nage being still on order. 

Its services are also extending 
to various trade routes. After 
initial consolidation in the 
India-U.K.-Continent trade— 
the Company entered the 
Indo-Soviet service to the 
Russian Black Sea ports ip 


progress ... 

1956 and later to Rumanian 

J iorts. In 1959 the Company 
orged still another link in the 
overseas with South America, 
and in 1960 it extended its 
service to Poland. 

Their experience and reputa¬ 
tion for fast, efficient and 
dependable service built on the 
personal care given by tbeir 
experienced officers end crew 
to the cergo entrusted to them, 
have earned them the goodwill 
of their customers. t ■ 
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Tata fern & Steal 


T ATA Iron & Steel has now be¬ 
gun to reap the fruits of its 
heavy investment in money and ef¬ 
fort over the last seven years. 1116 
production of saleable steel during 
the year was 1,413,000 metric toins 
compared with 1,318,000 metric tons 
in 1961-62, showing a rise of 7.2 
pc. Raw material supplies, which 
were poor last year, improved dur¬ 
ing the year. The Company started 
receiving washed coal from the Gov¬ 
ernment’s washeries at Bhojudih 
from October 1962. 

Sales and other income aggregated 
to Rs 103.44 crores snowing a rise 
of 12 p c over the previous ytwWs 
amount of Rs 92.30 crores. The pro¬ 
fits for the year are also gratifying, 
rising from Rs 6.09 crores to Rs 
10.56 crores i e by 73.4 p c. How¬ 
ever, the Directors are conscious of 
the fact that the net return on the 
total capital invested is still hardly 
adequate for an industry which con¬ 
tinually needs large funds for ex¬ 
pansion and modernisation. They 
feel that whatever efforts are made 
to improve operation, increase pro¬ 
duction and effect further economies, 
any significant improvement in the, 
return on capital investment can, 
however, come only from a favoura¬ 
ble price structure which would en¬ 
able the Company to service past 
loans, provide funds for expansion 
and pay reasonable dividends to 
shareholders. 

After providing Rs 80 lakhs 
(against nil in the previous year);' 
for income-tax and corporation-tax 
(the Company has no liability for 
SPT), there has remained a balance 
of Rs 9.76 crores from which the 


7,5 p c and 7.5 per cent, all subject 
to tax, on First, Second and A Se¬ 
cond preference shares respectively, 
absorbing Rs 84.39 lakhs and ordi¬ 
nary dividend at Rs 11 (Rs 7-70 
net) per share of Rs 75 each absorb¬ 
ing Rs 404.17 lakhs. 

The highlights of the Company's 
operations during the last threie 
years are indicated in the table 
below. 

As against a paid-up capital of 
Rs 38.97 crores, the Reserves and 
Surplus at the end of the year amo¬ 
unt to Rs 42.99 crores (Rs 36.43 
crores). Secured loans show a deduc¬ 
tion at Rs 43.57 crores (Rs 52.84 
crores). Gross block is increased to 
Rs 195.88 crores (Rs 190.23 crores) 
while the net block is brought down 
to Rs 103.32 crores (R« 109.06 
crores). . ' 

The Directors state that the in¬ 
crease in the retention prices sanc¬ 
tioned by Government in June 1963 
amounts to Rs 10 per ton for the 
year 1962-63, an additional Rs 8 
per ton from April 1, 1963 (to cover 
increase in the price of coal, rail¬ 
way freight, excise duties, the inte¬ 
rim wage increase, etc,) and a fur¬ 
ther Rs 10 per ton' from July 1, 
1963 (to cover the cost of emergen¬ 
cy risks insurance subject to actuals 
being adjusted against the Equalisa¬ 
tion Fund). The selling prices of 
some of the finished steel products 
were also raised by Government 
during the year following the levy 
of excise duties thereon. 

In his statement to the share¬ 
holders the Chairman, J R D Tata, 
justifies the Expansion Programme 


Company has transferred Rs 8.7Q„ y undertaken by the Company but for 
crores to development rebate reserve which the position of the Company 
leaving no arrears of development would have deteriorated every year 

rebate allowance to be provided, as a result of t he plant ge tting ol der 

This leaves an assessable profit — 
for the first time after 1957-58 — 
of Rs 1 ,06 crores. To this arooun. 

are added Rs 2.58 crores from Gene- Production of steel (’000 tons) 

ral Reserve No 1 (taxed profits for Grow revenue (Rs crores) 

the previous years) and Rs 1.26 


«nd becoming costly to operate. 
Whereas a few years ago, a million- 
ton. steel /plant and a thousand-ton 
blast furnace were considered excep¬ 
tionally large and efficient, to-day 
even a two-million plant and a two- 
thousand top blast furnace are by no 
means big by world standards- Be¬ 
sides, technological advances and 
new processes have increased effici¬ 
ency and lowered costs. 

According to preliminary studies, 
a further expansion of something 
between half a million and one mil¬ 
lion ingot tons could be undertaken 
economically within the existing 
plant area. The cost of a million ton 
expansion scheme might probably 
exceed Rs 100 crores at least half 
of which would be in foreign ex¬ 
change. The World Bank to which 
the Company still owes Rs 34 crores 
will have to be satisfied of its abi¬ 
lity to undertake such schemes with¬ 
out affecting its capacity to service 
existing loans. Since the expansion 
programme will, however, affect the 
shareholders’ return for sometime to 
come the Chairman has assured the 
shareholders that the scheme will be 
undertaken only if the Board is 
thoroughly satisfied that the project 
is technically and economically 
sound and that it can be undeitaken 
on terms wholly fair and attractive 
to the shareholders. 

Tata Oil Mills 

'J’HE operating results of Tata Oil 
Mills for the year ended March 
31, 1963 were gratifying and the 
Company was able to maintain a 
satisfactory rate of growth in its 
output and sales and also, to a 
lesser extent, in its profits; thus ob¬ 
serves J R D Tata, Chairman of the 
Company, in his statement accom¬ 
panying the Annual Report and 
Accounts for the year. The results 
would have been still better had it 
not been for the temporary disrup- 


Operating Results 

’ Year ending March 31, 


profit before tax (Ri crores) 
"■^ taxation (Rs 


crores) 


res from General Reserve No 2aS __«. 

i, , , . . , iNet profit (Ra crores) 

Ks 34,084 from last account raising Net profit ^ ordy (Rs) 


the disposable amount to Rs 490.32 
lakhs from which the Directors have 
transferred to Dividend Reserve Rs 
490 lakhs And recommended out of 
the said Reserve, dividends at 9 p c, 


Dividend!, net of tax (Rs crores) 

g ividends per ordy share, net, (Rs) 
etained profits, (Rs crores) 

Retained earnings’ (Rs crores) 
Shareholders* equity TRs crores) 
Shareholders’ equity per ordy share (Rs) 


1961 

1962 

1963 

1263 

1318 

1413 

87-08 

92.29 

103-44 

5-09 

6.09 

10.56 

Nil 

Nil 

0.80 

5.09 

6.09 

9.76 

11.55 

14.27 

24.26 

3.51 

3.51 

3.68 

7.25 

7.25 

7.70 

0.44 

1.44 

4.86 

34.57 

36.43 

42.99 

73.54 

75,40 

81.96 

169 

174 

192 
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tion of sales in Assam and Bengal 
as a resuit oi the Chinese aggression. 

The Company increased its pro¬ 
duction of soaps by 6 p r, as against 
the all-India average of 2.5 pc for 
the organised sector of the industry. 
The Company’s bulk licences for 
the import of raw materials were 
substantially curtailed for the first 
half of the year and completely 
stopped for the second half, but it 
was allotted foreign exchange to im¬ 
port raw materials like copra and 
palm oil to the extent of its exports 
of crude or refined groundnut oi). 
The Company effected exports of the 
value of Hs 79 lakhs and imported 
raw materials. 

During the year sales of the pro¬ 
ducts rose from Hs 10.92 crorcs to 
a record figure of Hs 12.47 crorcs, 
sales agency commission fetched Hs 
28 lakhs as against Rs 17 lakhs and 
other incomes increased from Rs 10 
lakhs to Hs 15 lakhs. The total in¬ 
come thus showed an increase of Hs 
1.70 crorcs to Rs 12.88 crores. The 
pre-tax profit after providing depre¬ 
ciation and other charges was Rs 12 
lakhs higher at Rs 50.74 lakhs and 
the gross profit margin rose slightly 
from 3.5 p e to 3.9 p c. The amount 
available for apportionment, after 
providing for taxation (including 
Rs 2.43 lakhs for S P T) and deve¬ 
lopment rebate reserve and taking 
into account the previous year's 
balance, came to Rs 24.66 lakhs, 
being Rs 4.85 lakhs more than in 
1961-62. The net profit margin thus 
rose from 1.7 pc to 1.9 pc. Of the 
amount available for apportionment 
Rs 2.75 lakhs is transferred to Plant 
Modernisation and Development Re¬ 
serve, Rs 2.40 lakhs to General Re¬ 
serve, and Rs 19.5() lakhs to Divi¬ 
dend Reserve and Rs 1,187 is left 
to the next year’s account. Out of 
the dividend reserve, the Directors 
have recommended the payment of 
a preference dividend at Rs 4.50 
per share of Rs 100 absorbing Rs 
1.34 lakhs and an ordinary dividend 
at Rs 5.50 per share of Rs 25 (Rs 
5.75 previous year) on old shares 
and at Rs 1.73 per share of Rs 25 
on new shares, which in the aggre¬ 
gate absorbs Rs 17.84 lakhs (Rs 
16.12 lakhs). The net earnings per 
ordinary share, including new shares, 
work out to about Rs 5.52 which 
just covers the ordinary dividend. 

The Directors state in their report 
that the combined sales of laundry 
tutd toilet ■soaps improved by 8 pc 
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and reached 29,500 tons; sales of 
refined glycerin declined by 6 pc; 
crashing operations at the Oil Mills 
slightly exceeded last year’s tonnage 
despite reduced imports of copra; 
sales of ‘Pakav’ vanaspati registered 
a small rise of 3 pc; growth of sales 
of toilet products was somewhat 
lower than in previous years; and 
the Company’s exports of branded 
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products improved to Rs 19 lakhs in 
valufu 'Hie aggregate value of ( ex¬ 
ports amounted to Rs 1.6 crores as 
against Rs 71 lakhs in the previous 
year. The Company has explored 
new outlets and established several 
new contacts in the overseas mar¬ 
ket, particularly for refined ground¬ 
nut oil. Exports of branded products 
have also increased. The Company 


The Indian Iron and Steel 
Company Limited 

NOTICE 


J^OTICE is hereby given that the 
Annual General Meeting (be¬ 
ing the Forty-Sixth Ordinary Gene¬ 
ral Meeting) of the Company will 
lie held at the Royal Exchange Hall 
of the Bengal Chamber of Com¬ 
merce & Industry, Calcutta-1, at .3 
p. m. on Tuesday, the 3rd Septem¬ 
ber, 1963, for the following pur¬ 
poses : 

1. To receive and adopt the 
Audited Accounts for the year 
ended 31st March, 1963, and 
the Directors’ and Auditors’ 
Reports thereon. 

2. To declare a dividend for the 
year ended 31st March, 1963, 
on the Ordinary Share Capi¬ 
tal. The dividend if sanction¬ 
ed will be paid on or after 
the 4th September, 1963. 

3. To appoint a Director in 
place of Mr. R. G. Edwards, 
who retires by rotation and is 
eligible for re-appointment. 

4. To appoint a Director in 
place of Mr. A. D. Ogilvie who 
retires by rotation and is eli¬ 
gible for re-appointment. 

5. To appoint a Director in place 
of Dr. N. N. Law who retires 
by rotation and offers himself 
for re-appointment. 

In this connection a Special 
Notice as defined in Section 
190 of the Companies Act, 
1956 has been received by the 
Company under Section 281 
of that Act to move the follow¬ 
ing Resolution at the meet¬ 
ing 

’‘That Dr. N. N. Law be and 
is hereby appointed a Director 
of the Company and that it is 
hereby declared that the age 
limit laid down in Section 280 


of the Companies Act, 1956, 
shall not apply to him.” 

6. To appoint Auditors and fix 
their remuneration. 

Special Business 

7. To consider and if thought fit 
to pass the following as a 
Special Resolution in clarifi¬ 
cation of the Special Resolu¬ 
tion passed at the General 
Meeting of the Company held 
on the 11th December, 1962:— 
“Resolved that the consent 
accorded pursuant to Section 
314 of the Companies Act, 
1956 to Mr John McCracken, 
a Director of the Company, 
continuing to hold an office of 
profit as General Manager of 
the Company’s Works covered 
and was intended to cover the 
enjoyment by him of all such 
benefits as are or shall be 
admissible to all other over¬ 
seas recruited staff oi the 
Company of Non-Indian 
origin.” 

A member entitled to attend and 
vote at the meeting is entitled to 
appoint a proxy to attend and vote 
on a poll instead of himself and a 
proxy need not he a member. 

By Order of the Board, 
MARTIN BURN LIMITED, 

F C Liversedge 

• i Managing Director, 

Managing Agents. 
Registered Office: 

12, Mission Row, 

Calcutta-1. 

7th August, 1963, 

j^Tote: An Explanatory Statement is 
annexed to the convening 
notice issued to members of 
the Company. 
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is taking advantage of Gsventsmnt 
schemes to import machinefy 'and 
spare prats to modernise its hiiihdry 
soaps plants at Bombay and Cal¬ 
cutta and! to have a new modern 
plain at Ghaaiabad. 

. Hie Government has granted the 
Company a licence to manufacture 
synthetic detergents and approved a 
foreign exchange loan from ICICI 
for import of a plant in this con¬ 
nection. The Company, will invest 
shortly a further amount of Rs 37,50 
lakhs in Tata-Finlay enterprises, 
which, in addition to the packaged 
tea project, will undertake a new 
project for manufacturing instant 
tea which will be largely exported 
to European and American markets. 

The company’s Selling agency 
agreement with Tata Chemicals 'has, 
the Chairman revealed, now been 
revised and earnings therefrom have 
considerably increased. 

Raymond Woollen 
r T'HE pre-tax profits of Raymond 
Woollen Mills for the year 
ended December 1962 have risen 
by 12.5ft p c to Rs 50.44 lakhs, 
but as a result of the increased 
provision for income-tax and super¬ 
tax by Rs 3.30 lakhs at Rs 24.30 
lakhs and the incidence of 5PT at 
Rs 6 lakhs profits after tax are 
lower at Rs 20.14 lakhs as com¬ 
pared with Rs 23.80 lakhs in the 
previous year. The incidence of the 
taxes works out at 62.35 p c of the 
assessable income of the Company 
for the year. 

The entire woollen industry has 
now switched over to defence pro¬ 
duction. The Company is therefore 
working with substantial orders on 
hand for defence materials. The 
Company is going ahead with a 
scheme of complete modernisation 
of its mills in wool combing, spin¬ 
ning and weaving departments. 
The Company is allotted 24 heavy 
power looms to expand the existing 
capacity for defence production. 

After appropriating Rs 95,000 
(Rs 70,000) to development rebate 
reserve, Rs 1 lakh (Rs 1 lakh) to 
investment depreciation reserve and 
Ks 10 lakhs (Rs 9.70 lakhs)■ to 
General Reserve No 2, out of the 
disposable amount of Rs 23.09 
laldis, the Directors have declared 
a dividend at 6.5 p c subject to tax 
on preference shares and at the 
rate of Rs 12.00 (same) per share 


on prtfinary sharee subject. to tait. 
The 'Preference and Ordinary divi¬ 
dends will absorb Rs 1,62,500 and 
Rs 9,00,000 respectively. 

Uflfaa Swin g Machines 

piONEERS in the export of light 

engineering goods, lay Engi¬ 
neering have touched a new high 
in the export of sewing machines. 
ThjesC exports go not only to the 
developing countries but also to the 
industrialised ones which havta 
highly developed engineering indus¬ 
tries of their own. West Germany, 
for instance, will import 72,000 
Usha sewing machines during the 
next three years. This is the lar¬ 
gest single export order received by 
Jay Engineering, which already 
exports 1,500 sewing machines to 
the United States and 1,000 sewing 
machines to the United kingdom 
per month. 

Money Market 

(Thursday Morning,) 

THERE 

was a sudden spurt in the 
inter-bank call money rate which 
opened higher at one and a half per 
cent on Monday, and went up to 
three per cent within a day. The 
hardening of the rate is attributed 
in some quarters to the flight of 
funds to Calcutta where the call rate 
has been higher than 3 per cent for 
some time. However this movement 
of funds is likely to be a temporary 
one, impelled by the slack season 
and falling bank credit which con¬ 
tracted by Rs 14.61 crores during 
the. week ended July 27. Present 
indications are that the rate may not 
move up further since funds are 
freely available at current rates. 

During the week ended July 26, 
although aggregate deposits of 
scheduled banks fell by Rs 5.34 
crores, the decline in bank credit 
by Rs 14.61 crores has kept the re¬ 
sources position of the banks com¬ 
fortable. The depletion of cash and 
balances with the Reserve Bank by 
Rs 24.60 crores, reduction of call 
and short notice funds by Rs 5.85 
crores and increase in borrowings 
by Rs 3.61 crores from sources other 
than the Reserve Bank, might reflect 
a diversion of funds to the Central 
loans, but paradoxically investment 
in Government securities showed a 
decline of Rs 9.93 crores, indicating 
that banks reduced their holdings of 
securities considerably. 


Active, spies expanded during die 
week endfd August 2, by Rs 6.23 
crores, the expansion being a nor¬ 
mal feature in the first week of a 
month. This demand was met by 
the Banking Department without 
additional note issue which actually 
contracted by Rs 42 lakhs. Foreign 
assets are down by Rs 2.58 crores, 
the result of a reduction of foreign 
securities by Rs 3 crores and a 
rise of foreign balances by Rs 42 
lakhs. Central Government’s depo¬ 
sits which rose last week by Rs 94 
crores have fallen by Rs 28.11 cro* 
res while State Governments’ depo¬ 
sits have risen by Rs 23.68 crores. 
On the other hand, loans to gove¬ 
rnments have been reduced by Rs 
17.85 crores. Investments of the 
Bank record a fall of Rs 4.45 crores 
(as against a rise of Rs 13.43 cro¬ 
res in the previous week) but this 
was countered by a rise of R» 3.01 
crores in the Rupee securities in the 
Issue Departmennt and a sharp 
rise of Rs 14.61 crores in bills pur¬ 
chased and discounted. 

In the gilt-edged market, firm 
conditions continued to prevail 
with demand existing for short da- 
teds particularly. The 3 p c 1966/ 
68. 3 p c 1970/75 and H p c 1967 
were more prominent and put on 
about 20 to 25 nP during the week. 
The new 1969 loan is quoted lower 
at Rs 99.40 while 4J p c 1973 is at 
a discount of 15 nr. The firmness 
is expected to continue throughout 
the slack season. 


Around Bombay Markets 

As our Market Correspondent is 
indisposed, “Around Bombay Mar¬ 
kets” does not appear this week. 

— Ed. 


3he Economic UDteekl? 

Foreign Subscription Rate 
Due to increase in foreign 
postal rates it has been found 
necessary to revise our foreign 
subscription rate. With effect 
from July 1963, the annual 
foreign subscription will be 
Rs 34, 50s or $ 7. 

A Fernandes 
Business Manager 
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CURRENT 



STATISTICS 


1 


BANKING RETURNS 

(/?, crores) 


Reserve Bank 

Aug 2 

July 26 

July 5 

1 

Note circulation 

2215 13 

2208.91 

2274.48 

2 

Rupee coin 

119.65 

120.08 

113 89 

3 

Deposits 





(a) Central Govt 

121.16 

149.27 

73.37 


<b) Other Govts 

32.79 

9.11 

9.00 


(c) Banks 

,32.73 

85,87 

100.09 


(d) Others 

204.64 

209 63 

207.02 

4 

Foreign securities 

92,26 

95.26 

95.89 

6 

Balance abroad 

5.98 

5.56 

5.63 

6 

Rupee securities 

1904.32 

1901.31 

1970.65 

7 

Investments 

327.11 

331.56 

261.02 

8 

Loans and advances 




to Govts 

38.48 

56.33 

60.72 

0 

Other loans and 





advances 

138.10 

129.69 

137.95 

Scheduled Banks 

July 26 

July 19 

June 28 


1 

Aggregate 
deposits (net) 

2174.74 

2180.07 

2134.99 


Demand (net) 

928.49 

920.15 

899.73 


Time met) 

1426.24 

1259.92 

1235.26 

2 

Cash In hand 

51.45 

52.06 

02.74 

3 

Balance with 
Reserve Bank 

79 33 

103.32 

91.90 

4 

(2) + (3) as % 

of (l) 

6.01 

7.13 

7.24 

6 

Borrowings from 
Reserve Bank 

0.34 

0.47 

1.40 


ta) Against usance 




bills and/or pro- 




mlssory notes 

i 0.09 

0.09 

0.09 


(b) Others 

0.25 

0,38 

1.40 

6 

Advances 

1272.14 

1287.54 

1316.01 


(a) State Bank 

245.94 

252.83 

202.99 


(b) Others 

1026.20 

1034.71 

1053.02 

7 

Bills discounted 
(a) Inland 

162.45 

160.98 

101.58 


(b) Foreign 

51.46 

52.14 

51.98 


(c) Total 

213.91 

213.12 

213.56 


(t) State Bank 16.84 

16,46 

17.15 


(11) Others 

197.07 

196.66 

196.41 

8 

(6) + (7) as % 

of (1) 

68.33 

68.84 

71.64 

e 

Investment in 

Govt Securities 

687.17 

697.08 

652.98 

10 

(9) as % of (1) 

31.60 

31.98 

30.58 


Bombay Money Rates 

{Per cent per annum) 


INDEX NUMBER OF WHOLESALE PRICES 



Group and Sub-group 


WEEK ENDING 


Aug 8, 


13-7-'63 

6.7-63 

15-6-63 

14-7-62 

’02 

Food Articles 

188.2 

1S7.8 

184.4 

128-8 

2045.20 

Cereals 

114.9 

114.8 

112.1 

106.8 

119.83 

Pulses 

110.5 

109.0 

109.0 

105.0 


Fruits & Vegetables 

139.8 

141.0 

140 J) 

148.9 


Milk & Ghee 

134.0 

133,8 

127.7 

127.3 

49.08 

Edible Oils 

152.0 

152.1 

151.5 

155.4 

36.07 

Fish, Eggs & Meat 

147.2 

145.9 

144.7 

145.6 

94.88 

Sugar and Gur 

193.1 

194.0 

188.1 

149.4 

203.80 

Others 

188.6 

180.3 

179.2 

171.7 

92.64 

Liquor and Tobacco 

119.3 

117.9 

119.3 

99.1 

6.22 

Tobacco 

110.3 

114.9 

116.3 

95.ii 

Fuel, Power, Light & 





1733.49 

Lubricants 

187.1 

187.1 

187.1 

128.7 

305.37 

Industrial Raw Mate¬ 






rials 

186.0 

139.4 

188.4 

188 A 

27.77 

Fibres 

130.3 

132.2 

133.3 

130.8 

Oilseeds 

156.8 

155.8 

162.2 

155.5 


Minerals 

93.4 

93.4 

93.4 

93.4 

131.33 

Others 

125.4 

125.0 

125.1 

125.4 


Manufactures 

1S0.8 

180.4 

180.6 

129.4 

July 27, 

Intermediate Products 

140.2 

1S9A 

189.2 

142.2 

•62 

Finished Products 

128.7 

128.9 

129.2 

127.3 


Textiles 

126.0 

126.5 

127.3 

126.7 

OfUl flft 

Cotton 

135.0 

135.3 

135.4 

129.2 

Z Ur o .Oo 

Jute 

97.0 

98.2 

101.5 

118.0 

708.86 

Woollen 

150.9 

150.9 

142.7 

141.3 

1244.82 

Silk & Rayon 

135.8 

135.8 

137.0 

129.1 

48.47 

Metal products 

161.5 

161.5 

161.5 

160.5 


Chemicals 

117.2 

117.2 

117.5 

115.5 

qq R** 

Oil cakes 

170.7 

170.2 

160.3 

157.3 


Machinery & Transport 






Equipment 

123.4 

123.4 

123.2 

117.9 

7.18 

Others 

128.4 

128.3 

128.2 

125.6 


AU Commodities 

ise.6 

135.5 

138.1 

129.4 

0.03 







JUTE 


0.17 

0.46 

1214.92 

Production 

, Slock* 

(■000 

and Despatches of 

Metric Tons) 

Gunnies 

263,72 

951.20 

Production 

May ’63 

April ’63 

July ’62- 
May ’63 

July ’61 
May ’62 

123.83 

47.59 

Hessian 

43.7 

43.8 

473.4 

376.7 

Sacking 

42.4 

43.2 

491.8 

462.5 

Others 

18.8 

18.4 

152.7 

132.0 

171.42 

15.40 

Total 104.9 

Equivalent consumption 

105.4 

11,17.9 

971.2 

156.02 

in lakh bales 

Stork* 

6.06 

5.93 

63.87 

55.00 

67.84 

Hessian 

32.3 

29.0 

— 

— 

Sarking 

45.5 

45.0 

— 

— 

055.54 

32.08 

Others 

18 0 

16.9 

-—. 

— 

Total 

Despatches* 

95.8 

90.9 



-- 

Hessian 

40.9 

45.1 

469.7 

379.6 


Sacking 

42.0 

42.1 

481.3 

462.2 


Others 

17.0 

43.7 

145.2 

116-7 


Total 

99.9 

104.8 

10,96.2 

958.5 



July 26 

July 19 

June 28 

July 27 
'62 

Call money 

. from Banks 

3.48 

0.80 

2.08 

0.75 

Deposits 

Seven days 

3.00 

3.00 

3.00 

2.97 

; Three months 

-- 



— 

Six months 

3.75 

375 

3.75 

3,75 


I J M A Purchase* of Raw Jute 

('000 bales) 

From India 3,48 3,83 65,76 71,52 

From Pakistan 8 28 2.06 3,40 

* Include* despatches for exports and internal consumption, 
Source ■ Indian Jute Mills Association, Calcutta. 
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Districts 




' ■ $ ,;■$ XMC\£%r& UEA AUCTIONS '? 

Leaf 




Sale no 6, 
July 8, 1963 


Up Ms and including 
Sate no 6, 

July «. 1963 


S*»? w+1 
July io, u 


Z August 10, 1063 ■ 

. ■ 

i x. 


Up to and including 
Sale no 5, 

July 10, 1962 


&■ 1*3 

1 Iti 


Assam 

7.3 

3.7 

6.85 

29.1 

14.8 

6.1* 

33,« 

6.8 

6.30 

28.7 

Cachar 

1.4 

0.7 

4.66 

7.3, 

3.6 

4.51 

0.4 

0.2 

3.87 

2.0 

Darjeeling 

2.4 

1.0 

10.28 

36.1 

15.7 

7.97 

’."17 

2.3 

10.20 

42.0 

Dooars 

8.9 

4.5 

5.00 

39.8 

19*9 

4.97 

16.0 

8.1 

4afl4 

50.2 

Terai 

0.5 

0.3 

5.18 

6.0 

2.9 

>5.00 

3.2 

1.5 

4*i0 

8.2 

Tripura 

0.5 

0.2 

4,47 

2.3 

1.2 

4.42 

0,5 

0.3 

3.88 

1.6 

TOTAL 

21.1 

10.3 

6.18 

121.0 

58.1 

6.92 

39.4 

19.2 

5.96 

132.8 


Hi 


Districts 


Sale no 6, 
July 8, 1963 


Up to and including 
Sale no 6, 

July 8, 1963 


Sale no 5, 
July 11, 1962 



Packages 

(’000) 

>*M 

Average 
price per 
kg (Rs) 

Packages 

(’000) 

& 

3 

Assam 

4.7 

1.9 

5.63 

13-5 

5.5 

Cachar 

0.4 

0.1 

4.83 

1.7 

0.7 

Darjeeling 

0.1 

— 

6.31 

0.7 

0.3 

Dooars 

3.3 

1.3 

5.08 

16.8 

6*7 

Terai 

— 

— 

— 

0.5 

0.2 

Tripura 

1.1 

— 

4.45 

0.2 

0.1 

TOTAL 

8.6 

3.4 

5.38 

33.4 

13.4 


§!l li 


S 


Up to and including 
Sale no 5, 

J uly 11, 1962 _ 

1 

» 8- 

’8 

p 13 $.§ 

£ < Ejp 


Source ! Department of Commercial Intelligence and Statistics, Government of India. 
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Production of Petroleum and Petroleum Products Working Class Cost of Living Index 



(’000 Metric 

Tons) 



1 

(Base adjusted to 1949 

= 100) 

1962 


Mar ’63 Feb ’63 

Mar ’62 

1962 


April ’63 

Mar ’63 

April ’62 

(Average) 





(Average) 

l Gauhati 

111 

111 

111 

112 

Crude Petrole.um 

NA 

NA* 

97.3 

85.1 

Ahmedabad 

— 

115 

121 

122 

Petroleum products 




1 

Madras 

149 

149 

149 

150 

Light distillates 

128.2 

101.2 

84.6 

96.8 

Bombay 

142 

143 

143 

145 

Kerosenes 

117.3 

106.6 

93.5 

97.3 

Bangalore 

— 

— 

152 

153 

Diesels 

181.3 

149.4 

144.2 

149.3 

Kanpur 

105 

105 

102 

107 

Lubricants 

3.1 

3.0 

2.3 

2.1 

Calcutta 

117 

123 

117 

120 

Bitumens 

31.7 

32.9 

30.4 

30.7 

Delhi 

— 

—. 

129 

130 

Heavy ends 

203.3 

159.5 

119.9 

162.9 

All-India 

131 

130 

128 

130 

Other products 

10.3 

9.2 

9.6 

10.7 

Source I Central Statistical Organisation, Cabinet 

Secretariat. 

Total of petroleum 
-1..... 

') 

SKI 0 

A.UA. K 

xao a 

- . ... - 

- - 

--- 

---- 

___ 


* The figure for Jan ’63 is 117.7. 

Source : Ministry of Mines and Fuel, Government 


Cloth Production 

(Million Metres) 


of India- 


New Registrations and Liquidations 

(All amounts in Rs Lakhs) 

Mar ’63 Feb ’63 Mar ’62 1962 



Nov ’62 

Oct ’62 

Nov ’81* 

1982 

(Average) 

Coarse 

69.8 

64.8 

' 75.9 

62.7 

Lower medium 

114.9 

106.2 

' 133.8 

117.2 

Higher medium 

153.4 

141.5 

170.9 

163.5 

Fine 

19.3 

17.2 

14.8 

18.1 

Superfine 

23.7 

20.5 

.49.4 

414.9 

20.9 

Total 

381*1 

350.3 

380.3 


'* In million yards, 4 - q 

Source t Textile Commissioner, Government of India, 
Bombay. 


Incorporated and 
registered 

No of companies 

129 

103 

(Average) 

116 128 

Authorised capital 

21,34 

14,22 

86,72 

25,82 

Ceased to work 

No of companies . 

48 

89 

168 

94 

Paid-up capitdfl 

25 

22 

133 

55 

Over-all variations In 
paid-up capital of «U 
companies 


+15,40 

+ 8,47 +12,83 


Source: Department of Company Law Administra¬ 
tion, Ministry of Commerce and Industry, Gov¬ 
ernment of India. 
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The making «*<* of 

aluminium foil <• an extremely 
•killed prodMHi. It qa.il* for rigid 
, . trol in rollin(|itodiiufle. Special 
technlquee^ln; fiisiplylng scientifi¬ 
cally formula^fli .dtfetlngs. Skill 
end knosy-hciw whSh mounting 
foil on carefully selected 
substrates. Machine techniques, 
and material and production 
quality control demand the 
highest order of technical know¬ 
ledge and experience—the kind 
of experience that India Foils 
have acquired in 60 years. 


Five-colour Gravure Press with Register Control . 4 


India Foils Limited 

(Incorporated In Greet Britain) 
CALCUTTA IOMIAY MADRAS NtW DELHI 


Flexographic machine 
capebla of printing from 
rubber stereos •wr 




RoUsr-coatlng machines for apply¬ 
ing colour coatlnga, protection 
over-coats etc. w 
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Defreezing Steel 

T HE Minister of Steel and Heavy Industries has learnt quite a lot in 
the intervening period since he made those fatuous remarks about 
steel pricing and issued a fiat that the retention price for steel be based 
upon cent-per-cent capacity working of plants and disallowed the 
element in the retention price which was to compensate the interest 
chargeable on the special advance made to the steel companies. He is 
perhaps a much wiser man today, judging from the speeches he has 
been making about the necessity of reviewing Government’s approach 
to the problems of steel distribution and pricing. 


There js a general expectation--in the air that as a result of this 
re-thinking, the octopus controls and the rigidity imposed by them will 
be relaxed and that an economic price will he fixed for steel some day, 
so that steel producers may be able not only to produce to their maxi¬ 
mum capacity but also oe encouraged to expand. All tins is in the 
air, but nothing has been done yet. 


Having taken an impossible stand and lacking the courage to own 
up his mistake and make amends, the Minister had, however, the 
shrewdness to appoint a committee headed by Professor K N Raj, 
suspected of socialist sympathies, to pull him out of the mess. In its 
interim report, the Raj committee, apropos of nothing, laid down the 
only sensible principle of depreciation which can apply to the costing 
of. steel which is no other than that adopted both by the World Bank 
and the. British Steel Federation. From a commonsense understanding, 
absolute retention, price should be no concern of the Raj committee, 
. which is concerned with the .distribution and, of course, with the price 
differentials between different steel products. It is the inappropriate 
relative prices of products which distort the pattern both of production 
and distribution of different types of products. Anyway, the Raj com¬ 
mittee has paved the way and the Minister should not take long to 
muster, sufficient courage to face the problem squarely and straighten 
it out. ... 


/ 


In the Statements, issued at about the same time, by the Chairmen 
of the two private sector companies (published in full in last week’s 
issue) one naturally expected some reflection of the change in attitude, 
expected rather than realised, in regard to the future of steel. There 
is perhaps a basic accord in the two statements. Both discuss prospects 
of expansion but not in the same tone. There is a contrast in their 
style of presentation which is so sharp that it cannot possibly be missed. 
This is not entirely explained by the differences in their respective 
personalities. Is it because the performance of the two companies has 
been different ? While the Indian Iron and Steel did achieve cent- 
per-cent capacity production, which was dictated by the Steel Minister, 
j R D pleaded that in a complex industry like steel involving close 
coordination of many elements and factors beyond the control of 
producers, “continuous operation St cent-per-cent capacity is not s'a 
easy task”. He assured the shareholders, however, that every effort 
would be made to bring the plant to its full production and efficiency, 
of which over 90 per cent was achieved by the end of the year. 
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Sir Biren presented the other side 
of the medal. True, his company 
had attained a production cent- 
per-cent of rated capacity but only 
at the expense of quality. The per¬ 
centage of tested steel, as a result 
of such forced production, had come 
down from 80 to 6*1. This went 
against his grain. It was with the 
greatest reluctance that the company 
had lowered its standard, for the 
maintenance of which he had fought 
throughout his association with the 
company of over thirty years. 
This was not all. In such forced 
increase in production, there was 
always the danger of “chances 
being taken with proper mainte¬ 
nance" and this might “result in 
disaster". Will Shri Subramaniani 
now appoint a committee of experts 
to |iul| him out of this other mess ? 


In contrast to Sir Biren's forth¬ 
right exposure of the absurd situa¬ 
tion created by the Steel Minister’s 
untenable stand, J H D *wa» all 
sweet reasonableness and full of 
praise for the Minister for the 
manner in which he had “sympa¬ 
thetically heard the views expressed 
by the industry’’ on a recent occa¬ 
sion. He complimented the Minis¬ 
ter for his “fair minded and prag¬ 
matic approach to the problem”. Is 
the ukase for cent-per-cent capacity 
production as the norm for steel 
pricing also the product of such 
pragmatism ? All through J R D 
Tata in his statement has been very 
much on the defensive. And this is 
not explained entirely by a stand¬ 
ard of performance which he as n 
rteel man, would not judge to be 
poor. Why has he to be so much 
on tlie defensive, to cover his guilt 
by political association ? 

What about the future? Both the 
Chairmen welcome the chance for 
expansion if it is given to them. 
But when Indian Iron after capa¬ 
city production still finds itself 
without the rupee resources to fin¬ 
ance the needed colliery develop¬ 
ment for which the World Bank has 
agreed to lend foreign exchange, 
when it is threatened with drastic 
Curtailment of production at one of 
its works because pig iron produced 
by the company is to be diverted 
elsewhere, one’s faith is not neces¬ 
sarily shaken that these deficiencies 
will be made good in due course. 
But one cannot help asking, what 
has the Steel Minister been wait¬ 
ing for ? 
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Blind Spot in 

'J’HERE are School* and Depart¬ 
ments of the Government in every 
State, except West Bengal, for Town 
Planning. The planning of cities has 
also been on the cards, Bombay led 
with its plan for Greater Bombay 
some years ago, the master plan for 
Delhi followed and now Calcutta, 
too, has an organisation for metro¬ 
politan planning. The emphasis in 
all these is largely on new develop¬ 
ment and expansion; the problems 
of new towns, where to locate them, 
what role they should play in the 
economic development of the coun¬ 
try and how they should be planned, 
usually dominate the conferences, 
committees and seminars — some of 
them sponsored by UN organisa¬ 
tions jointly with town planning de¬ 
partments of governments. 

While re-development attracts at¬ 
tention, Itttle attention is paid to 
the more humdrum but much more 
urgent problems of maintenance of 
buildings in the old built up areas, 
df providing them with the mini¬ 
mum of sanitation and ensuring 
their water supply. In this, Bombay 
which is so progressive in city de¬ 
velopment in so many other ways, 
has been inexplicably and criminal¬ 
ly negligent. Every year with the 
rains many old buildings collapse 
and the monsoon takes its annual 
toll of lives. For a few days, the 
stories of major house crashes in the 
city are flashed in the papers, pic¬ 
tures published of the mangled 
bodies of the victims crushed under 
the debris, and the same old ex¬ 
cuse trotted out that the Munici¬ 
pality has no legal powers to com¬ 
pel landlords to repair buildings 
which they let out and tenants, 
usually poor, make pitiful efforts to 
repair which prove of no avail when 
there is a downpour. 

This is a periodical occurrence. 
Corporators do nothing about it and 
the people watch helplessly. Why 
hasn't in all these years the pro¬ 
gressive Municipal Corporation of 
Bombay moved its little finger to 
protect the inhabitants of tottering 
buildings which its own surveyors 
and engineers should be able to 
mark out and condemn to he nulled 
down or adequately repaired ? The 
same story is repeated every year 
— th'e Corporation lacks legal 
powers to get anything done. But 
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why does it not ask for these 
powers, assume than and parry out 
this basic duty at protecting the 
lives and limbs of the dwellers in 
unsafe buildings ? 

TTte houses which collapse show 
the same invariant pattern. Either 
these are in the poorer localities 
or they are annexes of sumptuous 
mansions which had originally been 
built in a rickety fashion to serve 
as servants’ quarters but which with 
the pressure of population over the 
years have come to house a large 
number of miscellaneous people 
working in the city area. A sur¬ 
prisingly large proportion of the 
houses which collapse, on enquiry 
will be found to be owned by trusts. 
This is because individual owners 
usually have a free hand in ex 
ploiting the housing situation and 
in extracting premiums in spite of 
Rent Control; in order to get larger 
premiums they sometimes find it to 
their own interest to spend some¬ 
thing on repairs and development. 
In the case of property owned by 
trusts, this kind of inducement is 
usually inoperative or weak. 

There is absolutely no reason why 
the Corporation should not get the 
powers necessary for maintaining 
buildings in a reasonable state of 
repair and for ensuring water sup 
ply and sanitation. It does no) 
follow however that it will lie 
enough to entrust the Corporation 
with the necessary powers. What 
about the means of execution? What 
about the inability or unwillingness 
of landlords — not unjustified in 
all cases—to incur investments 
from which they cannot obtain ade¬ 
quate returns because of the ope¬ 
ration of the Rent Act? Along with 
the assumption of powers, the Cor¬ 
poration needs an agency of imple¬ 
mentation which will have the ne¬ 
cessary' funds at its disposal to carry 
out the needed tasks of rebuilding, 
repair and maintenance. It should 
not be difficult for a city like Bom¬ 
bay to organise it in the form of a 
Municipal Development Corpora¬ 
tion which can operate on a no¬ 
profit basis or even on a commer¬ 
cial basis. To build handsome 
housing colonies and new suburbs 
is not enough. The old built-in areas 
threatened with house collapses have 
a greater claim to attention. 







Textile Machinery: 


WHAT is the criterion to judge 
whether an industry has bene¬ 
fited from protection ? This ques¬ 
tion arises in view of the demand 
of the cotton textile machinery in¬ 
dustry for continuance of protec¬ 
tion beyond December 31, 1963 
which is now under consideration of 
the Tariff Commission. The textile 
machinery industry was first grant¬ 
ed protection in 1950 for a three 
year period and since then it has 
been extended by successive recom¬ 
mendations of the Tariff Commis¬ 
sion, whose last enquiry into the 
question was held in 1960 when it 
recommended continuance of protec- 
lion up to the end of this year. 

In support of its demand for con¬ 
tinued protection the industry has 
claimed that it has made consider¬ 
able progress since 1960. In 1960 
there were 13 units engaged in the 
manufacture of protected items of 
cotton textile machinery. In addi¬ 
tion, one unit had been licensed 
but had not commenced production. 
Since then six more units have been 
licensed so that now there are 20 
units registered with the Textile 
Commissioner. There will be a subs¬ 
tantial increase in capacity over 
I960 when all the licensed units 
qo into production (see table be¬ 
low). The industry would thus ap¬ 
pear to have made good use of the 
piotection granted to it. Its case for 
continuance of protection is that 
even the expanded capacity would 
be far short of the requirements of 
the textile industry so that the in¬ 
dustry needs to be expanded still 
further. 

This is one side of the picture. 
The other side emerges from the 
figures of production of textile 
machinery given in the table. Ex¬ 
cept fluted rollers, production of all 
other protected items of machinery 



k far below 
of spinning rings an 
looms even one-fourth 
tailed capacity is not utilised. 

This is indeed surprising. The 
Indian cotton textile industry is 
among the largest in the world and, 
besides, it has a huge back-log of 
replacement and modernisation to 
make good. According to the Gov¬ 
ernment’s own estimate, made some 
years ago, an investment of no less 
than Rs 180 crores was considered 
necessary for the mills to catch up 
with replacement and modernisa¬ 
tion. And, of course, further expan¬ 
sion of the industry will create 
more demand for machinery. The 
table gives the annual average de¬ 
mand for textile machinery in the 
Third Plan as estimated by the 
Textile Commissioner’s Office and 
the Bombay Millowners’ Association. 

How, then, does one explain the 
failure of the cotton textile indus¬ 
try which is clearly in need of large 
quantities of textile machinery for 
replacement, modernisation and ex¬ 
pansion to sustain the textile machi¬ 
nery industry? True, imports of 
textile machinery have gone down 
in recent years. But this is die re¬ 
sult of import restrictions, not of a 
shift to indigenously produced 
machinery. It has been obvious that 
the textile machinery industry has 
not made a hit with the textile 
mills. So that we have, on the one 
hand, lower imports of textile 
machinery and, on the other, a 
relatively slow increase in the off¬ 
take of locally produced machinery. 
This can only mean that the tex¬ 
tile industry is adding to its carry¬ 
over of replacement and modernisa¬ 
tion needs. 

Faced with large unutilised capa¬ 
city, the textile machinery produ- 
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Enough 

e blamed difficulties of secu- 
materials like pig iron, 
and coke either in sufficient 
quantity or of the necessary quality. 
These complaints cannot be brushed 
aside lightly and it would be quite 
relevant to ask whether there is 
any point in creating capacity if it 
cannot be fully utilised for want of 
raw materials. 

But that is by no means the 
whole story. The textile industry's 
aversion to locally produced machi¬ 
nery has very sound basis in the 
relatively poor quality and high 
prices of such machinery. Textile 
mills have represented to the Tariff 
Commission that there has been no 
appreciable improvement in the 
quality of machinery since 1960. 
Consumers continue to complain of 
poor workmanship and materia], sub¬ 
standard finish and dimensional in¬ 
accuracies. The textile machinery 
industry has also failed to keep 
pace with technological develop¬ 
ments in other countries so that 
modernisation carried out with in¬ 
digenous machinery is often very 
soon outdated. 

Finally, the low demand for 
textile machinery is ako linked to 
the slow progress of the Govern¬ 
ment’s scheme of providing finan¬ 
cial assistance, through the National 
Industrial Development Corpora¬ 
tion, for the modernisation of the 
cotton textile industry. The prospe¬ 
rous and well managed mills who 
have been modernising their equip¬ 
ment rapidly have been reluctant to 
buy indigenous machinery, particu¬ 
larly since they can get import li¬ 
cences for machinery in view of 
their being large exporters. How¬ 
ever, for the majority of the other 
mills finance is a principal obsta¬ 
cle to modernisation and it is here 


Textile Machinery Industry 
Capacity_ 


Capacity, Production and Demand 

Production 


Capacity 

in 

1960 


Existing 

Capacity 


Capacity 
when All 
Licensed 
Units 


1960 


1961 


1962 


Estimate of Annual Average 
Demand 


Textile 
Commissjon- 


Bombay Mill- 
owner*’ Amo¬ 


ving Frames (not) 
spindles (millions)' 

Spinning Rings (millions) 

Muted Rollers (line*)' 

Automatic Looms (nos) 

* Annual average for the Third Plan period. 




Commence 

Production 



iris Estimate* 

elation’s 
Estimate t 

1,320 

2.480 

3,856 

1,127 

1,402 

1,57! 

3,025 

3,250 

0.94 

1.04 

1.04 

0.54 

0.53 

0.72 

1.60 

2.90 

1.21 

1,42 

1.42 

0.30 

0,74 

0.29 

2.10 

— 

13,896 

12,072 

24,072 

12,649 

10,717 

11,216 

28,500 

10,600 

1,560 

4,300 

5,100 

374 

67 

496 

9,950 

15,000 


t Annual average for 1963-66. 
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that the N J D C was supposed to shot in the arm to the textile maclti- 

come in. The N 1 D Cs assistance uery industry. 


programme, if it had been put 
through according to schedule and 
if the assistance had been linked to 
the production programme for tex¬ 
tile machinery, would have given a 


A Purposeless Move 

IN their exhilaration at having 
succeeded - we are constantly 
reminded “for the first time" — in 
getting a no-enn fideiiee motion 
against the Government uceepted for 
debate in the Lok Sabha, it is un¬ 
likely that the sponsors have paused 
to consider what they expect to 
achieve by this exercise. No one 
will, of rouise, hold it against them 
that they can have no hopes of get¬ 
ting the motion passed by the House 
or bringing about the downfall of 
the Ministry they affirm to have lost 
faith in. The Congress majority is 
too overwhelming for this eventua¬ 
lity to he even considered. But it is 
a perfectly legitimate purpose oi a 
no-confidence motion to secure a 
debate on the Government's work¬ 
ing, usually centred on some parti¬ 
cular policy or act. Can the 70 odd 
opposition Members who expressed 
themselves in support of the motion 
on Tuesday pretend that it will ach¬ 
ieve even this limited objective ' 

They cannot, and for two very 
good and obvious reasons. 

First, wlnit has come to he called 
the non-Communist opposition in 
the I.ok Sabha is in fact a jumble 
of disparate political elements who 
have little in common as fur as their 
views on political, economic and 
social matters go. When the no-con- 
fidetice motion comes up for debate 
next week, one can be assured of n 
caeaphony from the opposition ben¬ 
ches. The brevity of the motion 
deserves notice. It reads : “This 
House expresses its want of con¬ 
fidence in the present Council of 
Ministers" — the spectacular unity 
within the non-communist opposi¬ 
tion begins and ends with just that. 

The other reason why the motion 
is predestined to achieve nothing at 
all is that those who have declared 
themselves in support of it have no 
alternatives for the policies which 
they assume to criticise and in which 
they claim to have no faith. No eye¬ 
brows need he raised if during the 
debate the supporters of the motion 
speak in the same breath, for instance, 


Protection thus appears as a rela¬ 
tively minor issue, particularly 
since liberal import of textile 
machinery has to be ruled out in 

Weekly Notes 

of the need to spend more on defence 
and development and to reduce taxa¬ 
tion. There will also be those who 
will accuse the Government of soft¬ 
ness towards China and perhaps 
Pakistan without making any at¬ 
tempt to suggest what they would 
have the Government do. But, then, 
coherence and consistency one has 
long ceased to expect from the op 
position, particularly from some of 
the groups which are supporting 
this particular move. 

The sponsors of the motion could 
not have been blind to these circum¬ 
stances. Yet it was perhaps too 
much to expect them, frustrated by 
their utter ineffectualness and 
smothered for a decade and a half 
by overwhelming Congress majori¬ 
ties, to let pass this chance of a 
lifetime of playing to the gallery. 

Egyptian Socialism 

j^JASSER’S Arab Socialism has 
never been a mere slogan. In 
agriculture, over a period of five 
years beginning immediately after 
the Revolution in 1952, the Egyp¬ 
tian Government carried through a 
programme of land redistribution by 
putting a ceiling on the land which 
could he held by any individual. It 
was to be expected that after th' 
feudal landlords the axe would fall 
on the vast foreign investments in 
commerce and industry. The Sue/, 
crisis speeded up the blow and the 
confiscation and transfer to the 
Government of foreign investments 
appeared more ns retaliatory action 
against the freezing of Egyptian as¬ 
sets in Britain, France and the U S 
than as a deliberate step towards 
socialism. 

However, the deoisive turn to¬ 
wards socialism came in July 1961 
on the occasion of the ninth anni¬ 
versary of the Revolution. By a se¬ 
ries of Presidential decrees Presi¬ 
dent Nasser brought about 80 per 
cent of all organised industry and 
commerce under Government owner¬ 
ship or control. All banks and in¬ 
surance companies were nationalised 


any case. Availability of sufficient 
raw materials of the requisite-qua- 
lity, production of better q uali ty 
machines, speed up of assistance 
to the textile mills for moder¬ 
nisation appear to be far more im¬ 
portant. 


outright. Ninety-one other compa¬ 
nies were compelled to reconstitute 
themselves as “Arab joint stock 
companies” which meant that they 
had to surrender 50 per cent of 
their capital to the Government. All 
cotton exporters were also asked to 
form themselves into Arab joint 
stock companies with 50 per cent 
Government participation. It was 
also decreed that in some 159 com¬ 
panies which were named no one 
could own shares of a market 
value of more than L E 10,000 
and the ownership of the excess 
shares was transferred to the Gov¬ 
ernment. Finally, only companies 
in which the Government held at 
least half the capital were declared 
eligible to execute contracts and 
public works for the Government, 
public authorities and companies in 
which the Government or public 
authorities held 25 per cent or mor - 
of the capital. 

Thus the major part of all com¬ 
merce and industry in Egypt was 
already under Government ownership 
or control before last Monday* 
announcement nationalising anotlici 
276 firms. In many of these compa¬ 
nies the Government even now holds 
50 per cent of the capital as a re¬ 
sult of the 1961 decrees. With the 
latest phase of nationalisation practi¬ 
cally all big and medium commerce 
and industry come under public 
ownership. 

Critics of President Nasser con¬ 
fidently expected a complete collapse 
of the eeonomy in 1961 as a result 
of the failure of the Government to 
efficiently administer the comparin'- 
taken over by it. These critics hav 
by now been so strikingly proved 
wrong that they are not likely to 
repeal their criticism against la sl 
Monday's nationalisation. The first 
public organisation set up to look 
after the Government’s commercial 
and industrial interests taken over 
from .foreigners was the Economic 
Development Organisation in 195?- 
The EDO was only a holding com¬ 
pany, It held the Government -■ 





abates in a very wide range df 
enterprises. Such control ns the 
Government exercised over the com¬ 
panies in which it had an interest 
was exercised by the Government- 
appointed directors. Subsequently, 
two other holding enterprises were 
created in the public sector, the Misr 
Organisation and the EI-JNasr Orga¬ 
nisation. The preference for holding 
companies with a variety of enter¬ 
prises under them was based on the 
desire to preserve the independence 
and the competitive character of. 
these enterprises. However, as new 
enterprises were started in the pub¬ 
lic sector under the five-year plan, 
other organisations were set up with 
definite functions like the Fetroieuni 
Authority, the Public OrganisHtion 
for Internal Transport and the Pub¬ 
lic Organisation for Desert Recla¬ 
mation, 

The nationalisation laws of 1961, 
however, called for fresh thinking 
on the question of managing the 
large number of enterprises which 
either completely or partially came 
under Government ownership or 
control. Faced with a choice bet¬ 
ween creating more holding com¬ 
panies or reorganising the public 
sector by forming a number of spe¬ 
cialised organisations each one 
supervising a definite sector of eco¬ 
nomic activity, the Government 
decided in favour of specialised 
organisations. It was thought that 
this would make for greater efficien- 
ey and closer supervision of and 
better coordination among the dif¬ 
ferent enterprises in each sector. In 
December 1961, 38 specialised orga¬ 
nisations were set up, each one in 
charge of companies carrying on a 
particular type of economic activity. 

This is similar to the pattern of 
organisation of public sector enter¬ 
prise in India. The efficient working 
of such a system depends on satis¬ 
factory solution of the problems of 
defining in detail the relationship, 
on the one hand, between the pub¬ 
lic organisations and the individual 
enterprises under their control and, 
on the other, between these organi¬ 
sations and the departments or 
Ministries of the Government under 
whose charge they are. It is diffi¬ 
cult to judge with what success 
Egypt has solved these problems, 
which continue to vex the planners 
and the Government in this country, 
hut it is significant that the drastic 
nationalisation of 1961 did not af¬ 


fect industrial production and in 
1962-63, according to official sour¬ 
ces, the production of public sector 
undertakings iu Egypt rose by as 
much as 19 per cent. 

Will the Shipping Minister 
Act? 

The 

decision of the Karmahom 
Conference to raise west-hound 
freight Tates by 12.5 per cent turn¬ 
ing down the Maritime Freight 
Commission’s recommendation of 
only 7.5 per cent increase (except 
for sensitive commodities) has crea¬ 
ted a most difficult and awkward 
situation. There is room for doubt 
about the justification for even the 
7.5 ]>er cent increase accepted hv 
the Government; the careless man¬ 
ner in which the Freight Commis¬ 
sion processed the case presented hv 
the Conference left many questions 
unresolved. The situation has to be 
met. hut how ? The Conference 
seems to be quite adamant. 

From the reply given bv Shri Raj 
Bahadur to a question in Parlia¬ 
ment. it may appear that the Gov¬ 
ernment is seriously considering the 
withdrawal o f the Indian shinning 
companies from the Karmahom Con- 
ference, rather than accepting an 
increase in freight which would he 
unjustified and highly detrimental 
to our exports. But how much of 
it is sheer umbrage and how much 
serious intent to act. frankly one 
cannot sav. If the Government is 
determined not to accept the freight 
increase, there are ways in which 
the situation can be met But how 
far will the Government be prepar¬ 
ed to go ? Even to make the Indian 
shipping communes leave the Con¬ 
ference would not he easy for they 
will not agree on their own accord 
to do so and cannot, in clear con¬ 
science. Having been parties them¬ 
selves to the increase and having 
accepted it. how can they break 
with the Conference on the very 
same issue on which thev had 
agreed earlier ? The views of Shri 
Ramaswamy Mudaliar. regarded by 
the Government as the doven of 
Indian ship-owners, are well known. 
And even the Government-owned 
Shipping Corporation of India may 
have its reservations. Assuming these 
are overcome and the Indian ship¬ 
ping lines. do break away, what 
happens ? 


If exports are pot to suffer, alter¬ 
native means of transportation will 
have to be arranged and arranged 
speedily. Would freer chartering of 
ships meet the situation ? They 
could very easily, so far as physical 
transportation is concerned. Charter¬ 
ing of ships is nowadays alloyed 
quite freely and there are not many 
restrictions to be removed. The only 
restriction is that before chartering 
of foreign tramps, Indian tramp- 
owners have to be given their first 
right of refusal, which is fair 
enough. But it is the foreign ex¬ 
change implications of switch over 
from Conference lines to chartering 
of foreign tramps which raise pro¬ 
blems. In the case of freight carri¬ 
ed by Conference lines, the foreign 
exchange cost is no more than 60 
per cent and it will progressively go 
down over the years. In the caw* 
of tramps chartered from foreign 
owners, some 90 per cent of the 
carrying cost may have to be in¬ 
curred in foreign exchange. There¬ 
fore. in order to break away from 
the Conference, the Government and 
the country have to acquire more 
shipping. 

An alternative, perhaps the easier 
One, could be not to break away from 
the Conference but to start a couple 
of independent shipping lines to 
carry freight on the same routes as 
served by Karmahom at rates of 
freight lower than that charged by 
the Conference. Even these rates 
would be fully economical and the 
pressure of competition just started 
will in due course initiate a minor 
rate-war and bring the Conference 
to its senses. 

But whetheT India will withdraw 
from the Conference or not, it is 
high time that the Government 
stops, by legislation if need be, the 
vicious system of deferred rebates, 
which enables the Conference lines 
to maintain an iron grip on the 
shippers and prevent them from 
using non-Confeience tonnage. Ship¬ 
pers who do not remain loval to 
the Con f erence lose their accumu¬ 
lated rebates. The system of defer¬ 
red rebates has always been the 
target of criticism in this country, 
but since the Indian companies join¬ 
ed the Conference, this criticism has 
abated, presumably because of the 
vested interest acquired by these 
companies in this particular system. 
Even the Government of India per¬ 
suaded itself that there was nothing 
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wrong in this system and that* on 
the contrary, it helped to create a 
Stable freight rate system and a 
regular pattern of sailings, both 
of which were in the interests of 
the country. It can now he seen 
how the system gives the Conference 
a strangle-hold over the economj'. 
If the present storm should blow 
over, the Government of India 
should lose no time in bringing in 
legislation to eliminate the deferred 
rebate system so that the country 
may be better prepared to meet any 
future difficulties that may arise. 

Emergency Speeds Up Haldia 

EMERGENCY’ usually means 
a damper if not a dead-stop 
to all activities except in the 
sphere of defence. It is, therefore, 
rather unusual to come across a 
case where * the Emergency in¬ 
stead of calling a halt, has actually 
speeded up a project. This has 
happened in the case of Haldia, the 
proposed deep-sea port for Calcutta. 
After the emergency, the Govern¬ 
ment of India, it is reported, has 
revised the priority for completing 
Haldia, and this port is now expect¬ 
ed to be functioning hy 1967 much 
earlier than previously planned. 
Unbelievable, hut true, that in this 
one case, the West Bengal Govern¬ 
ment has acted with energy and 
commendable speed, and proceed¬ 
ings for acquiring land for building 
the port and its township have al¬ 
ready been completed. The Board 
of Revenue of the West Bengal 
Government, which has acquired the 
land, has gone farther and drawn 
up a scheme for rehabilitating in a 
nearby area the families which will 
he displaced by the Haldia town¬ 
ship. The question is now being 
debated, who will bear the modest 
cost of rehabilitation ? Since these 
people are being displaced as a re¬ 
sult of port development, it stands 
to reason that the Ministry in 
charge of ports should bear the cost 
of rehabilitation but the tvays of 
Government accounting arc inscru¬ 
table or else, why should so obvious 
a proposition call for a deputation 
to be sent to Delhi to wait on the 
Minister concerned ? 

The Calcutta Metropolitan Han¬ 
ning Organisation (CMPO) has 
been entrusted with the task of 
planning the Haldia township but 
curiously enough, in its first report 


which was published recently, very 
little has been mentioned about the 
possibility or even the feasibility of 
providing in the plan for the town¬ 
ship in advance for a free-trade 
zone, for which Haldia is most emi¬ 
nently suited. How is it that Cal¬ 
cutta or the Government of West 
Bengal are so indifferent to the 
attractive possibilities of Haldia as 
a free-trade zone ? 

It may be recalled that before 
the Government of India announced 
its decision to set up a free-trade 
zone in Kandla port, the Board of 
Trade of the then Department of 
International Trade. Ministry of 
Commerce and Industry, had ap¬ 
pointed a committee to go into the 
question of free-trade zones. This 
committee reported favourably on 
the proposal but deliberately re¬ 
frained from selecting any particular 
port or ports as suitable Tor este- 
blishing free-trade zones. Instead, it 
laid down the criteria for selecting 
sites anil suitable industries for free- 
trade zones and recommended that 
a start should he made with two 
different types of ports as an ex¬ 
perimental measure and the exten¬ 
sion of the Idea to other ports 
should bo left to be decided on the 
basis of the experience gained from 
their operation. The report of the 
committee was accepted bv the 
Government, hut action on it was 
postponed, pending tile lifting of 
the emergency. Soon a f ter this, the 
Government announced its derision 
in regard to Kandla. which was ob¬ 
viously a prior decision taken on 
political grounds. The report of the 
free-trade zone committee was not 
published and the Calcutta Metro¬ 
politan Planning Organisation was 
not even supplied with a copy. 

Even without a detailed enquire, 
one can hazard th* 1 guess that Hill- 
dia. with its well-developed indus¬ 
trial hinterland, internal communi¬ 
cation facilities and excellent ship¬ 
ping connections, offers a better 
scone for the successful operation of 
a free-trade zone than any other 
r»ort in India, not excluding Bom¬ 
bay. Bombay may offer compara¬ 
ble advantages in most other res¬ 
pects, except in the matter of the 
wide open space needed for esta¬ 
blishing a free-trade zone. Haldia 
has still to be built, its township 
remains to be planned and finding 
adequate space for any kind of 


development i* no problem at all at 
this stage. This is not to detract, 
however, from Bombay’s claim to a 
free-trade zone especially for the 
chemical industries, provided, opera¬ 
tionally and administratively, the 
location of such a zone in one of 
the harbodr islands proves feasible. 

None of the public bodies in Cal¬ 
cutta seems to have taken up tlte 
question of the development of Hal¬ 
dia as a free-trade zone at all seri¬ 
ously, It is only the Indian Enginee¬ 
ring Association which has been 
ploughing a lonely furrow pushing 
its proposal for a free export zone 
for Haldia. 

Letter to Editor 

Diplomatic Cars 

JN the issue of August 10, 1963, 
Rnmesh Thapar refers to the 
‘fantastic prices’ at which the S T C 
was able to sell ‘diplomatic cars'. 
There is little doubt that the prices 
quoted are fantastic. But, I am 
afraid, he poses the question wrong¬ 
ly when he asks : Who are the 
)>ent.lemen who could afford to pay 
these fantastic prices for second¬ 
hand cars which were not even 
road-tested by them ? 

What makes Romesh Thapar think 
that these second-hand diplomatic 
cars were bought by “gentlemen” ? 
Not that there are not gentlemen in 
India who can afford to buy a se¬ 
cond-hand Pontiac Katalina for Ks 
80,000. But why should they ? 

Depreciation is a chargeable ex¬ 
pense. Therefore, any item eligibh 
for depreciation for purposes of in¬ 
come tax is paid for partially hy 
Government. Cars are not eligible 
for development rebate but they do 
qualify for depreciation allowance. 

A car purchased by a company i< 
paid for to the extent of roughly 50 
per cent by Government. In effect, 
therefore, the Pontiac Katalina is 
bought bv the company for just Rs 
40,000 which is not so fantastic. 

Probably, the gentlemen who are 
prepared to pay fantastic prices as 
company representatives would not 
be prepared to pay even half as 
high prices qua gentlemen. 

I S Guuti 

Baroda, 

August 14. 
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'J'HE progress, if that be the word, 
of the new Calcutta Municipal 
Amendment Bill is in some ways 
symbolic of the predicament of 
West Bengal. But let us go back 
a bit. In 1948 Prafulla Chandra 
Ghosh, then Chief Minister, super¬ 
seded the civic body, to the relief 
of most citizens, and appointed the 
Biswas Committee, whose report re¬ 
mains a classic on the Corporation 
inasmuch as most of the evils it re¬ 
counted are today as rampant. 
Through manoeuvres that need no 
detailed recalling, the councillors 
came back; but even the tolerant 
B C Roy had later to invoke super- 
session. Meanwhile three ICS men 
acted as Commissioners, none en¬ 
hancing his reputation and one com¬ 
mitting suicide for personal reasons. 
Even when under suspension, vari¬ 
ous councillors did everything m 
their power to make things difficult 
for the Commissioners, mainly 
through corrupt Corporation offi¬ 
cials; re-elected, the councillors’ 
doings became a scandal again, 

A year ago B C Roy died; and 
his successor, Prafulla Chandra Sen, 
bravely announced that he was go¬ 
ing to do something about the Cal¬ 
cutta Corporation. The Congress’s 
unexpected success in Calcutta and 
the suburbs in the last General Elec¬ 
tion made it plausible that he might, 
for while a Communist stronghold 
could be written off and funds better 
invested in the rural areas a city 
loyal to the Congress had to be nur¬ 
sed, The first thing to do was, of 
course, to introduce adult franchise; 
the second to curb the obstructive 
powers of councillors. The latest 
legislation, now referred to a select 
committee, seeks to ensure both }>v 
enhancing the financial and other 
powers of the Government-appointed 
Commissioner and reducing the 
notorious Standing Committees to 
the status of debating societies, 
Behind the Scene 
Nothing, it might appear, could 
he simpler for the Chief Minister 
to do, for the Congress majority in 
the legislature is decisive. In fact, 
it is possible that Sen has never 
found anything harder. And the 
curious thing is that all the opposi¬ 
tion to the municipal bill comes in 
the name of democracy of which 


there has never been much ir the 
Corporation, for its electoral rolls 
have always been rigged. Now it is 
being said that to increase the 
powers of the Commissioner, who is 
an official, is to reduce democratic 
control; to take away the powers of 
the Standing Committees is to he'tray 
a lack of faith in popularly elected 
councillors. 

Well, well, all Prafulla Sen has 
to do is point out that he himself is 
popularly elected, as is the legisla¬ 
ture; and they have at least as 
much right to speak for the people 
as the councillors. In fact, with 
the setting up of fully responsible 
Governments, civic democracy, Bri¬ 
tain’s first instalment of self-govern¬ 
ment to India, has become an irrele¬ 
vant anachronism. Even as some ap¬ 
pendices develop into appendicitis, 
collective bodies without active func¬ 
tions become rackets. The Calcutta 
Corporation, let it be put quite 
bluntly, js a racket, a very profi¬ 
table racket and hence difficult to 
break. Those who profit from it are 
powerful men, able almost to chal¬ 
lenge the authority of the Chief 
Minister. The municipal bill’s re¬ 
ference to a select committee is not 
for the purpose of improving the 
draft. Both contenders need time. 
Incidentally, the Corporation of 
Calcutta annually handles a budget 
of very nearly Rs 10 crores. The 
Finance Standing Committee consists 
only of Congressmen; and, until the 
new bill goes through, the. Commis¬ 
sioner's financial powers are ridicu¬ 
lously limited. 

On to Football 

Let us leave the Corporation and 
go to the Maidan. There is not 
much fresh air there; there is money. 
Soccer is Calcutta’s favourite sport; 
and the big charity matches, as bet¬ 
ween Mohun Bagan and East Ben¬ 
gal, draw enormous crowds. Tickets 
are almost unobtainable, unless you 
know somebody or are prepared to 
pay fantastic prices. A private com¬ 
pany used to sell the tickets. The 
Government decided to stop the 
racket. For some undisclosed rea¬ 
son, however, tickets , for charity 
matches, the real money-makers, are 
still the business of the Indian Foot¬ 
ball Association. .The I F A Pre¬ 
sident is Atulya Ghosh, the sole 


arbiter of Congress affaire in West 
Bengal. 

And the same Ghosh is President 
of the Congress Municipal Associa¬ 
tion, whose opposition to the 
municipal hill is strong and shrill. 
He has not yet openly spoken 
against the hill; he has only seen 
to it, with his usual thorough lieu.-, 
that the Association does. For all 
the show of unity in the West Ben¬ 
gal Congress, for which Nehru has 
cheered Ghosh more thau once, in 
the Congress Legislative Party dime 
are members who do not hate .Sen 
hut love Ghosh more. Next yeai, it 
is said in the Maid«n, Ghosh will 
have to choose between the pres¬ 
identship of the 1 F A and the chair- 
manship of the West Bengal Sports 
Council, 

The Choice 

At this point comes P C Sen’s 
offer to join the rush for resigna¬ 
tions that is now going on in New 
Delhi, Does he mean it or doesn’t 
he ? Ghosh’s reaction remains un¬ 
reported. But it would he surprising 
if his ambitious heart did not miss 
a heat in anticipation of early chan¬ 
ges in the State’s political environ¬ 
ment, changes that could favour only 
him. Those who keep the company 
of politicians — this writer never 
does —- say that Sen has regained 
some of his innate spirit of retire¬ 
ment, his early love for “construc¬ 
tive” work in the villages. It is also 
said that he is more than somewhat 
disgusted with the political machina¬ 
tions that constantly go on around 
him. As an administrator Sen has 
been only a moderate success. Can 
it be that his heart longs now and 
again for the image he once had, 
at least in Hooghly, of a self-less, 
self-effacing Congress worker ? 

Can it, equally, be that Ghosh, 
with his control of the party mach¬ 
ine undisputed, longs now and 
again for the car and the liveried 
chaprassi that come with Chief 
Ministership ? Jt is not enough to 
be told by fellow-Congressmen what 
a great man he is. One occasionally 
enjoys a similar opinion from I C S 
and IAS men. Presidentship of the 
Congress might promote Ghosh into 
an all-India leader; but the job is 
not the prize it once was, is it ? But 
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if Sen does go, well, it would be 
Ghosh’s patriotic duty to stop in, 
wouldn’t it ? Only then could the 
"Congress Municipal Association, the 



Indian Football Association and the 
West Bengal Sports Council choose 
other, perhaps better, men. The 
councillors’ talk of checks and 
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balances in the democracy of Cal¬ 
cutta Corporation is sheer poppy¬ 
cock. 

— Flibbertigibbet 


Letter from Punjab 

The Continuing Fight 


'J’HK A 1 C C having at last set 
up on August 10 a standing 
enquiry committee to look into 
charges of corruption against Con¬ 
gressmen in power — does it now 
complete the structure ? — the 
Punjab dissidents wasted no time 
in setting up their own sub-commit¬ 
tee to prepare a formal charge 
sheet against the Chief Minister by 
August 20. They may thus be the 
first in the queue of justice-seekers. 
The sub-committee includes men 
like the former Speaker, Sardar 
Gtirdial Singh Dhillon, and k-inwar 
Lai Sharma M L C who have been 
in the forefront of the anti-Kairon 
crusade. The decision to set up 
this five-man sub-committee was 
the most important outcome of the 
August 11 meeting of the dissidents 
held at Karnal, the town which 
within two years has provided two 
major political controversies ove; 
the activities of the Chief Minister. 

So the dissidents chose this town 
deliberately for their meeting. For 
it was here a few weeks ago that 
Ram Piara M L A, a prominent 
dissident himself, was attacked by 
two hired toughs with lathis and 
narrowly escaped death. He is 
still in bandages and has an arm 
in plaster. The controversy over 
the episode shows no signs of dying 
down. While opponents of the 
Chief Minister insist that the as¬ 
sault was politically motivated, his 
supporters blame o professional 
gambler of the town for having 
abetted the crime. On the face of 
it the theory proffered seems plau¬ 
sible. For Shri Ram Piara had 
written a couple of scathing articles 
in his journal against ‘darra-satta’, 
the particular form of gambling 
practised by Kukki, the alleged 
abettor, and had earned the latter’s 
wrath. But this explanation has 
failed to convince most people. 
Ram Piara in particular, who has 
therefore boycotted the police en¬ 
quiry. He insists on a Central 
probe into the affair, which demand 
has been rejected on the plea that 
law and order being a State sub¬ 


ject, the Centre can act only in 
case of a constitutional breakdown 
or on the request of the State 
Government. 

Enquiry by Centre Justified 
Now, this legal hitch apart, in 
view of the grave, nature of the 
incident in the context of the Chief 
Minister’s known hostility towards 
Ram Piara, the State. Government 
could well make such a request to 
the Centre. Prestige should not 
stand in the way, for, if anything, 
such a step will only enhance it, 
besides clearing the atmosphere 
which at present is full of suspi¬ 
cion. There are quite a few theo¬ 
ries circulating in the State, one of 
them being that the assault plan 
was engineered by two Karnal men, 
who happen to be the recipients of 
government patronage, hoping that, 
in case of ‘success’, their credit 
with the C M would he enhanced. 
They are said be going scot free 
either because of lack of sufficient 
evidence or because certain myste¬ 
rious forces are eager to protect 
them. Besides Ram Piara has 
openly alleged that the original 
statement of Kukki, the gambler, 
was not recorded by the police. 
Repeated assertions by the State 
Home Minister and the Deputy 
Commissioner Karnal to the effect 
that the crime was not politically 
motivated have been criticised on 
the ground that they tend to influ¬ 
ence the course of the enquiry. 

An extreme suggestion — and 
not a very innocent one, — has 
been made by Bhim Sain Sac-hhar, 
a former Chief Minister of Punjab 
(whom Kairon had 'dethroned’! 
and till recently Governor of An¬ 
dhra, that Presidential Rule should 
be. proclaimed in Punjab till the 
enquiry into the Ram Piara episode 
was over. Sachhar’s open letter to 
Kairon asking the latter to resign 
and let a fair enquiry take place 
has caused considerable discomfi¬ 
ture to the ruling group. But de¬ 
manding Presidential Rule over an 
individual case of lawlessness would 
be going a little too far, though 


there would be justification enough 
if such a case could be shown to 
he one of a series. Still in view 
of the. fact that irrespective of 
whether the attack was politically 
motivated or not, it has had very 
pronounced political repercussions, 
an enquiry by a Central agency 
would appear to be in order. 

But since the Centre has shown 
marked indifference to the issue 
and has also refused to look into 
Ram Piara’s earlier charges against 
the Chief Minister, which he had 
promised to substantiate or resign 
his seat in the Assembly, he has 
now decided to make open allega¬ 
tions against the Chief Minister at 
public meetings which he plans to 
hold all over the State. He hopes 
in this way to force the C M to sue 
him for defamation. 

The dissidents are plainly in an 
aggressive mood. And the two 
developments that have encouraged 
them are. the. creation of the stand¬ 
ing enquiry committee of the A I C C 
and the public outcry over the Ram 
Piara case. Their organisational 
defeat, which they not unexpectedly 
ascribe to official interference, has 
failed to demoralise them. Their 
decision to prepare a formal charge 
sheet is significant as so far they 
had only insisted on an enquiry in¬ 
to the charges levied by Ram Piara 
before his expulsion from the Con¬ 
gress was confirmed. 

This certainly is a serious deve¬ 
lopment. That the dissidents’ ranks 
may be further strengthened is 
likely as Sardar Darbara Singh, 
the dissident minister and the 
C M’s main rival at present is likely 
to quit the government in pursu¬ 
ance of the Kamraj plan. Although 
the Chief Minister has also ‘offered’ 
to resign, it is almost taken for 
granted that he will be persuaded 
to stick to his present post. For 
this border State rannot afford a 
change of Chief Minister at present. 
But that is not the way the dissi- 
•uopcnjts atp MatA sjuap 
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Kerala Ministry Out to Scuttle Agrarian Reform 


^HE shady manoeuvres of the 
Kerala Government to scuttle 
the land reforms which the Nam- 
boodiripad Ministry had initirfted 
and which the Pattom Ministry had 
more or less kept intact cannot be 
allowed to pass unnoticed. It had 
been widely reported at the time 
of its enactment that this particular 
piece of agrarian legislation had 
not only been blessed tiv the Plan¬ 
ning Commission but considered by 
it as about the best enacted by any 
State — apart from Kashmir — in 
the sense of being weighted in fa¬ 
vour of the peasantry. 

After the Namboodiripad Ministry 
was forced out of office, it could 
have been quite easy to sabotage 
the legislation at the operational 
level — that is, after all, the fate 
of so many well-intentioned poli¬ 
cies. Two factors, however, pre¬ 
cluded this rather easy way out. 
One was the strength and organi¬ 
sation of the peasantry; the other 
was the excellence of the Rill itself 
which left very few loopholes and 
proved quite difficult to uiuiermim' 
in implementation. Since it could 
not be undermined it must be dest¬ 
royed. This is what the Congress 
Ministry has now set out to do. 

The trouble began after the Bill 
had received the President’s assent. 
The Kerala High Court and the 
Supreme Court adjudged that cer¬ 
tain of its clauses were ultra vires 
of the Constitution. It was expect¬ 
ed that the present Ministry would 
either make, the suitable drafting 
changes or avail itself of the Cen¬ 
tre’s offer to include the Rill in the 
Ninth Schedule of the Constitution, 
thus making it unchallengeable in 
the courts. 

While the Ministry was fumbling, 
other forces decided to take a hand 
in the game. The right wing press 
and land-owners spearheaded by 
the redoubtable Mannam, began a 
furious campaign. This octogena¬ 
rian leader and his lieutenants de¬ 
clared openly that any Government 
intending to implement the land 
reforms in their present form would 
meet the same fate as the ‘Nam¬ 
boodiripad Ministry! 

Sensing the possibility of at last 
gaining a foothold lor the Swatan- 


tra Party in the State, Rajaji hast¬ 
ened to Kerala at this juncture. He 
held long conversations with Man¬ 
nam and with the Catholic land¬ 
lords and Bishops. He advised 
thorn that for the moment there 
was no need for them to openly 
transfer their allegiance as he felt 
that the Kerala Ministry was amen¬ 
able to pressure, especially in view 
of the trouble it was having with 
its own organisational wing which, 
according to the Swatantra sage, 
was a Krishna Menon fortress. 

The other piece of advice he pre¬ 
ferred was that the focus of attack 
should be “the new tyranny im¬ 
posed on the small property ow¬ 
ners”. This tactic he openly pro¬ 
claimed at the Smallholders Con-' 
vention held at Palghat towards the 
end of June.' Emboldened by his 
parabolising oratory, the Commit¬ 
tee of the Small Landowners’ Asso¬ 
ciation declared that it would cre¬ 
ate “confusion” throughout the 
State and, if necessary, stage token 
satyagraha in all the district head¬ 
quarters. 

Landed Interests Muster Forres 

It stated that the Kerala Agrarian 
Bill and the proposed 17th Amend¬ 
ment Bill to the Constitution were 
veritable engines of oppression — 
Malayalam agitation is always 
Victorian in its flamboyance. The 
latter would bring all ryotwari 
lands within the purview of “est¬ 
ates” as defined in Article 31A of 
the Constitution and thus, in its 
opinion, set at naught all the pro¬ 
tection guaranteed in the Constitu¬ 
tion in respect of such lands. 

In Kerala the Revenue Minister 
and Catholic strongman, PTChaekn, 
also asserted himself. He gathered 
Congress workers loyal to him at 
a conclave in Kottayam. Talking 
freely he soundly berated the Cen¬ 
tral Government for wanting to 
“amend the sacred Constitution 
just to validate a piece of Com¬ 
munist legislation”. If the Com¬ 
munist Ministry was overthrown, 
why all this fuss to save its laws? 
He is reported to have added that 
aa far as he was concerned, the 
matter was “a prestige issue” and 
that he would not hesitate- to resign 


if the Union Government went 
ahead with its amendment and 
would not allow the State Govern¬ 
ment complete freedom to draft a 
new Bill. 

Obviously, the Nair commutm- 
lists and Catholic landed interests 
were coming together once again to 
secure their objective—the negation 
of every single measure of social 
and economic advance that Kerala 
had registered in the stormy period 
of 1957-59. 

It is sad to have to write that the 
Congress High Command, which 
had blessed the “liberation war” in 
1959, once again yielded to right 
wing pressure and agreed to the 
demand for an entirely new piece 
of agrarian legislation. Here we. 
have another failure of the so-called 
politics of amorphousness. The 
Kerala Agrarian Bill as it stands 
today is no ultra radical piece of 
legislation hut a sober law fully 
consistent with the mixed socialism 
of the Planning Commission and 
the Congress High Command. Yet 
amorphousness cannot absorb it. 

The new Bill, it is learnt, will 
radically differ from the present 
one in such vital respects as; 

(1) the ceiling limit; 

(2) fair rent; 

(3) compensation; and, 

(4) right of the landowners to 
evict tenants. 

Whatever pro-peasant slant on 
these matters is to be found in the 
present Bill is now to be ruthlessly 
removed, the declared principles 
of the Planning Commission on 
agrarian reforms are to be openly 
flouted. 

It is not only the very powerful 
Communist Kerala Karshaka San- 
gham that is on the move. This is 
to be expected and its appeal and 
organisation is both strong and 
widely ramified. An even more 
significant portent, however, is the 
decision of the Kisan Labour Party 
of Father Vadakkan to join the 
agitation. Father Vadakkan, it will 
be recalled, was the. founder of the 
Anti-Communist Front in Kerala 
and one of the more militant lea¬ 
ders of the “Liberation War” in 
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V 19S9 against the Namboodiripad 
Ministry. 


Moreover, a large number of 
Congressmen, and especially Con¬ 
gress M L As, have voiced their 
concern. They are reported to be 
trying to get the Kerala Pradesh 
Congress Committee — the organi¬ 
sational wing already ranged 
against the Ministry — to scotch 
the move for de novo legislation. 
Why then a new Bill, he was asked. 


Powerful independent dailies like 
Kerala Kaumudi and Patkujanam 
have also editorially expressed their 
protest. 

Chacko and company have had 
to bend somewhat. He has now 
come out with a statement that the 
new Bill would contain all the 
essential features of the old one and 
only remove certain technical lacu¬ 
nae in the drafting of the old Bill. 
In reply, he made a further con- 
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cession — all the political loadan 
of Kerala would be called to d con¬ 
ference to give their views and only 
then would the Government begin 
its drafting. 

All these manoeuvres are not 
likely, however, to avert the storm. 
Unless the Ministry lets go the 
Swatantra line, Kerala will witness 
a new round of vast mass action. 


Capital View 

This Ritual of Renunciation 

Romesh Thapar 


J HAVE yet to meet a thinking 
Indian who lias been genuinely 
excited by the recent proceedings 
of the All-India Congress Commit¬ 
tee which culminated in unanimous 
support for the resolution sponsored 
by K Kamaraj calling on Congress 
leaders to be prepared to abandon 
the comforts and privileges of 
legislative or ministerial position 
for the thankless tasks of party 
organisation. Even the ‘mass’ re¬ 
signation offers from the Chief 
Ministers of non-border States failed 
to impress. Only the ‘private secre¬ 
taries’ and ‘personal assistants’ 
were somewhat perturbed about 
their future prospects — though 
one Would have thought they were 
less gullible. 

The public apathy over these 
rather sudden developments is under¬ 
standable. The impression is wides¬ 
pread that nobody in the legislative 
or ministerial wings of the Congress 
Party is prepared to quit his van 
tage position without a fight. Un 
seemly factional wrangles continue 
in most of the States, reaching their 
ugliest proportions in Kerala 
Madhya Pradesh and Uttar Pradesh 
S K Patti, and several of his collea¬ 
gues, behave as if they had inherited 
their present positions ‘for life 
And the Prime Minister, only the 
other day, was asking an audience 
in the Punjab why he should resign 
merely to oblige some illiterate cri¬ 
tics. What is the meaning, then of 
these offers to resign by the men 
who control the legislative and 
ministerial wing of the party ? 

Are we to believe die mush which 
certain newspapers are popularising, 
that the members of the A I C C 
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were deeply moved by the simple, 
direct and honest approach of Kama¬ 
raj who explained that there was no 
hope for the party unless the most 
experienced and respected members 
transferred themselves from legisla¬ 
tive and ministerial functions to 
work for the organisation ? This 
would be an extraordinary event, for 
nowhere in the world (not even in 
the communist countries where the 
party organisation is strong) have 
the leaders of the legislative or 
ministerial wings of a ruling group 
willingly retreated to organisational 
tasks. Even Gandhi failed to strike 
a responsive chord in a party still 
uncorrupted by the exercise of 
power when he suggested a return 
to the people and the abandonment 
of State power. 

A I C C Doctoring Not Enough 

Are we to believe that the health¬ 
ier sections of the ruling party have 
somehow managed to make their in¬ 
fluence felt and that a civilised anil 
humane way is being found to place 
them in the saddle ? Which arc these 
sections ? What do they stand for ? 
What evidence do we possess of their 
influence and activity? Quite clear¬ 
ly, no such trends are visible. Indeed, 
the opposite is true. The paralysis 
which afflicts the Congress Party is 
not easily overcome, for it has been 
too long neglected. Health can re¬ 
turn, but not through A I C C 
doctoring. 

Are we to believe that new 
combinations of political factions 
within the party are joining battle 
behind a smokescreen of self-criti¬ 
cism, hoping over a period ol 
months to manipulate the resigna¬ 


tions in such a way as to consolidate 
the power of the dominant all-India 
faction ? Some such motivation may 
be present in the political calcula¬ 
tions of the aged ruling elite, but 
there is nothing to suggest that the 
factions are so organised as to be 
able to play this rather subtle game 
of political chess. At State level, 
however, these calculations may 
have more relevance. 

From what I can gather, this ri¬ 
tual of renunciation which we have 
just witnessed in the Capital is de¬ 
signed to create the basis for a 
‘purge’ of the legislative and minis¬ 
terial leadership of the party of 
those elements which are the main 
cause of the paralysis. K Kamaraj 
believes, and he may well be right, 
that the ‘purge’ can only be carried 
out if the popular impression is 
created that those who vacate their 
ministerial positions are doing so 
for the greater good of the Con¬ 
gress Party and the country; after 
all renunciation of any kind is today 
about the only act which continues 
to pay political dividends. The 
‘purge’ of the incurable factionalists 
and policy-wrcckers in the legisla¬ 
tive and ministerial leadership will 
also be accompanied by the trans¬ 
fer of certain very prominent lead¬ 
ers to positions in the party orga¬ 
nisation to strengthen the idea that 
Congressmen are taking part in a" 
historic act of renunciation. How¬ 
ever, nobody in the High Command 
believes that the party organisation 
is going to be galvanised by these 
developments ! 

It is true that on paper Jawabarlal 
Nehru now has the power to direct 
the country in whichever way he 



desire* by placing bis trusted lieu¬ 
tenants in key legislative and mini¬ 
sterial positions. But it is equally 
clear that the Prime Minister has 
no intention of interpreting bis 
present role in this manner. Of late, 
he has become responsive,to contra¬ 
ry advice and to mis extent be fails 
to provide decisive leadership. To 
expect this state of affairs to change 
as a result of the A I C C meeting 
would be politically puerile, for it 
would involve a drastic and far- 
reaching overhaul of the leadership. 

These comments on the ritual of 
renunciation are not intended to 
ridicule the Kamaraj Plan. Indeed, 
the manner of its unfolding is in 
many ways remarkable and once 
again offers proof of the tremendous 
capacity which the Congress Party 
still has for political manoeuvre. 
Large sections of the public, angry- 
over the partial failure of economic 
policies and perturbed by the lack 
of cohesion at the higher levels of 
power, will react favourably to the 
Kamaraj Plan — that is, if it is 
skilfully implemented and ends the 
paralysis caused by factional in¬ 
fighting which threatens the very 
existence of the Congress Party in 
several States. Half-hearted imple¬ 
mentation, or a retreat from the real 
objectives of the Kamaraj Plan, 
could also he terribly destructive of 
Congress prestige. 

Barren of Ideology 

Clearly, Kamaraj is convinced 
that the ‘purge’ will indirectly give 
new life to the party organisation 
—and by doing so, make its role 
more effective in the formulation 
and execution of policies. And if 
there are enough prominent leaders 
at Central and State levels, unaffect¬ 
ed by factional battles, to Head the 
party organisation, Kamaraj may 
yet become the saviour of a dis¬ 
integrating party. But we have yet 
to hear powerful voices raised to 
urge an ideological spring-cleaning, 
for without this no leadership can 
hope to remain relevant or viable 
Significantly, the A I C C session 
was completely barren of ideology 

The Prime Minister is conscious 
of this grave threat to the future of 
the Congress Party. Every now and 
then, in a public or private discus¬ 
sion, he harps on this particular lag 
in the nation’s political develop¬ 
ment. But there is no sustained 
effort to achieve any ideological 
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not take the place of living ideology 
which keeps abreast of the profound 
changes taking place in the inter¬ 
national community. In this respect, 
the opposition parties have also de¬ 
monstrated their otter bankruptcy. 
They, too, are largely obsessed with 
personalities. Policies figure only 
occasionally in their calculations, 
and the programmes they enunciate 
increasingly fail to inspire the people. 

There is no denying that the 
Kamaraj Plan, during implementa¬ 
tion or after, will unleash some 
degree of useful self-criticism which 
might sharpen attitudes blunted by 
years of flabby thinking and politi¬ 
cal opportunism. But unless the de¬ 
bate within the ruling party and 
outside assumes significant ideologi- 
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Cal dimensions, wc may well he 
witnessing the beginning of the end 
of Congress hegemony. 

Tailpiece ; The government-spon¬ 
sored National Institute of Commu¬ 
nity Development, after a survey of 
the ‘perception of the national 
emergency in the villages’, declares 
that of the more than 3,000 villag¬ 
ers interviewed by the Institute’s in¬ 
vestigators throughout the country, 
83 per cent showed awareness of the 
Chinese aggression and at least 60 
per cent displayed ‘even deeper per¬ 
ception’ of the Chinese threat and 
its implications. But two-thirds of 
the people interviewed had not even 
heard of the village volunteer force 
and the defence labour hanks. 
Village India is apparently better 
informed than urban India ! 


Expansion, but Not Enough 


The 

latest Economic Review of 
the National Institute of Econo¬ 
mic and Social Research published 
on Monday last deals with two in¬ 
teresting topics. The first is the 
question whether Britain has lagged 
behind in developing her overseas 
trade, particularly in “fast-growing” 
export items like office machinery, 
plastics, aircraft, etc, and the second 
is the need to take “ a much more 
positive approach to planning” to 
counter the growth of population 
and the increase in unemployment. 

The Review takes a generally op¬ 
timistic view of the prospects for the 
British economy and anticipates a 
steady growth until mid-1964. The 
world economic scene is also regar¬ 
ded more hopefully. Thus, “ the 
outlook for world production and 
trade looks much better than it did 
three months ago Production is 
expanding once more in Britain, 
the U S and Japan, and the expan¬ 
sion continues, though a little more 
slowly, in Western Europe. The 
position of the primary producers 
is also improving because of a slight 
rise in prices of these commodities. 
All these factors should help Britain. 

Neddy Will be Disappointed 

Dealing with the British economy, 
the Review states that it has begun 
“a belated, but fairly sharp” reco 
very, with national output rising 


in real terms by between 2 per cent 
apd 2£ per cent in die first six 
months of 1963. It believes that 
output will rise slightly faster in the 
second half and that the upturn will 
continue till mid-1964. Despite 
this, however, Britain is not likely 
to reach the National Economic 
Development Council’s 1966 target. 
“This rate of rise — 4.5 per cent a 
year — may continue on present 
policies up to mid-1964 ”, but even 
if it continued to 1966, Ned’s five- 
year target of approximately 20 per 
cent would still not be reached. The 
expansion so far has been based on 
a modest rise in consumer spending 
and a rapid rise in exports. Consu¬ 
mer spending may increase fnstei 
with non-durables taking over some 
of the running from cars and elec¬ 
trical appliances. Although public 
expenditure is scheduled to rise, lit¬ 
tle can yet be said about the key 
factor of private industrial invest¬ 
ment. The Institute still foresees an 
upturn here at the beginning of tin* 
next year, but is not quite so con¬ 
fident about it as it was before. 

The Review , however, is frank 
enough to admit that these conclu¬ 
sions are only its “appraisal” based 
on the official statistics released in 
the last few weeks. One of the most 
significant of these, the Board of 
Trade study on private investment, 

1397 


fj&gW-tf. im 

which is the key factoi essential for 
any significant growth, was not 
available to the Institute as it was 
to be published only on Tuesday. 

If the problems of regional un¬ 
employment and population “exjdi- 
sions” are to be avoided, the tva- 
tional Institute is convinced that 
Britain needs to take “a much more 
positive approach to planning, both 
on a national and a regional scale”. 

According to the Institute, the 
first requirement is a national plan 
for the. regional distribution of em¬ 
ployment and population. Step* 
should be taken to discourage the 
unplanned growth of population in 
the South-east and London arid new 
centres of growth must be created. 
The position with regard to regional 
unemployment in July 1962 as com¬ 
pared with July 1963, is given 
below' : 



July 1963 

July 1962 

London 



and S E 

62,147 (1.1) 

61,045 (1.1) 

East and 



South 

29,065 (1.2) 

27,456 (1.1) 

South-west 

17,857 (1.4) 

17,207 (1.4) 

Midlands 

47,741 (1.4) 

49,502 (1.4) 

Yorks and 



Lines 

32,419 (1.6) 

31,088 (1.4) 

North-west 

76,643 ( 2.6) 

69.553 ( 2.8) 

Northern 

50,510 (4.0) 

41,601 (8.2) 

Scotland 

92,555 (4.3) 

75,288 (3.5) 

Wales 

27,128 (2.8) 

26,542 (2.7) 

Great 



Britain 435,965 (2.0) 

400,182 (1.8) 


* Percentage figures are given 
within brackets. 

Exports have led a fairly sharp 
recovery in Britain’s national out¬ 
put. They rose by about 4A per 
cent in volume by May, compared 
with November 1962. Prospects for 
a continued, though slower, rise in 
exports, seem better than they weie 
at this time last year. The Com¬ 
mon Market countries’ trade gap is 
much wider than a year ago and 
“it seems unlikely that the U S de¬ 
ficit will be much smaller in the 
next twelve months than in the year 
up to June 1963”. British exports 
are expected to continue to rise 
though not as fast as in the first 
half of the year. There might be 
another 2.3 per cent increase in the 
volume of British exports, making 
the total rise during the year ahou 
8 per cent. “H»ere is no reason, a 
the moment, to suppose that they 
will not go on rising into 1964”. 

The Institute believes, however 
that imports may outpace exports in 
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volume in the second half of 1963. 
U expects the current balance of 
payments to be rather less favour¬ 
able in the next twelve months, hut 
even so it considers that any worsen¬ 
ing is unlikely to be serious enough 
to force the Government to put tne 
brake on. The Institute expects that 
if either reserve currency- — dollar 
or sterling—now comes under pres¬ 
sure, it is more likely to be the 
dollar than the pound. 

High Prices, Cause of Low Exports 

In the detailed analysis of Bri¬ 
tain’s export performance, the con¬ 
clusion it seems to reach is that the 
main trouble, as far as the British 
export drive is concerned, has been 
prices rather than any lack of in¬ 
novation in British industry. Bri¬ 
tain’s export performance in both 
the fast and slow-growing exports in 
three groups —transport, machinery 
and chemicals — which make up 
two-thirds of the total exports of 
leading manufacturing countries has 
been compared with those of eight 
or nine other major industrial coun¬ 
tries. In 1954-55, nearly 59 per 
cent of these countries’ exports were 
fast-growing. Britain's figure was 
56 per cent. Dealing specifically 
with the machinery group of the 
nine, countries in the study, Britain, 
in 1960-61, had the least advantage¬ 
ous export pattern. 

Dealing with the question of whe¬ 
ther Britain’s slowness in adapting 
itself to the newer growth industries 
is the cause of Britain's declining 
share of world trade, the Institute 
shows that taking the fastest growing 
parts of these industries, Britain’s 
share of these exports is lower than 
that of others, and that while Britain 
comes out badly in any comparison 
of exports of the fast-growing en¬ 
gineering goods, there is not suffi¬ 
cient evidence “of any great handi¬ 
cap from an initial bias in Britain’s 
pattern of trade towards slow-grow¬ 
ing products”. The Review con¬ 
tinues : 

“We have fallen behind in new 
products — office machinery, sci¬ 
entific instruments and the wide 
group of miscellaneous industrial 
machinery, which includes a good 
deal of specialised equipment . . 

It is more doubtful whether our 
relatively high imports of fast¬ 
growing chemicals point to any 
technical backwardness; the Ita 
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liart and German import patterns 

are virtually the same as oura”. 

On this particular question Pro¬ 
fessor Barna reaches a different con¬ 
clusion : that Britain’s slowness in 
adapting itself to the newer growth 
industries Is the cause of Britain’s 
declining share of world trade. Bri¬ 
tain’s share of world trade has drop¬ 
ped from 21 per cent in 1953 to 
just over 15 per cent last year. Pro¬ 
lessor Barna points out that if actual 
figures of imports and exports of 
fast-growing products are compared 
country by country, instead of rely¬ 
ing on percentages (as the National 
Institute does), it becomes clear 
that Britain’s trading position “is 
worse and frequently far worse than 
that of our two chief competitors — 
Germany and the L) S”. Professor 
Barna originally outlined this view 
in April, and he now goes on to say: 

“It is precisely in the fastest 
growing product group that Bri¬ 
tain’s export surplus is less than 
that of the other two countries ... 
There is thus, over the whole field 
of trade in manufactures, n sys¬ 
tematic relationship : The faster 
world demand is expanding for a 
product group, the more inferior 
is Britain’s share in that market 
... Tlie inferior trading position 
of Britain is thus an indication of 
technical backwardness”. 

It is interesting to note that the 
Holden Committee which recently 
published its report, based on an 
analysis of engineering, design and 
research, came to the same conclu¬ 
sion as Dr Barna. 

Tliet e are indications that British 
industry is not changing fast enough 
to deal with her own export pro¬ 
blems. In the light of the new 
attitude towards world trade, with 
developing countries demanding a 
largei share in export markets of 
traditional manufactures, such as 
textiles, it is surely unrealistic for 
Britain and other countries to cling 
tenaciously to industries which arc 
no longer fast-growing. Surely, in 
the interests of both Britain and 
world trade in general, it would he 
much more worthwhile if serious 
steps were taken in Britain to alter 
the structural basis of British indus¬ 
tries and a real move was made foi 
Britain to concentrate on the more 
complicated and faster-growing ex¬ 
ports, leaving the more traditional 
exports to the developing countries, 



l etter from japan 

Peace Fighters Fall Out 


IJjRQSHIMA, 1963 may well mark 
* the turning point of the history 
of the “peace movement” in Japan. 
Each year since 1954 in August the 
Gcnauiko has held a rally in Hiro¬ 
shima with the support of the mayor 
and council of the city against the 
use of hydrogen and atomic bombs. 
This movement is supposed to have 
been begun by a group of house¬ 
wives of a Tokyo ward who were 
determined that Japan should never 
suffer the agonies of another ato¬ 
mic attack and who were, therefore, 
opposed to any country manufactu¬ 
ring, owning or using atomic and 
hydrogen bombs in any form. Since 
Japan under the so-called “peace 
constitution*’ of General MacArthur 
is forbidden to own any instruments 
of aggression such as an army, navy 
or air force, those political parties 
who supported the original consti¬ 
tution rapidly adopted this move¬ 
ment as their own and give it finan¬ 
cial support. The word “peace” in 
Japan is usually associated with 
support of the American instituted 
constitution, support of left wing 
movements of various sorts and 
support of the Council againt Ato¬ 
mic Bombs. Thus left wing groups 
tend to be associated with all “peace 
movements” and there is thus a 
strong political element involved. 

In the case of the Gensuiko, 
membership on the executive 
committee is almost entirely 
confined to the main left wing grou¬ 
ps, the Socialist Party, the Sohyo 
( the most powerful association of 
trade unions) the Communist Par¬ 
ty and Zenkakuren (National Fede¬ 
ration of Students’ Associations). 
The President of the Gensuiko is 
Yasui, who last year refused to con¬ 
demn the Russian atomic tests though 
he had been most outspoken against 
the earlier American tests and only 
managed to retain his position bv the 
most ambiguous twists and turns. 
He is in fact regarded as the nomi¬ 
nee of the Japan Communist Party. 
Owing to the ambiguous attitude of 
the Gensuiko leadership towards 
the Russian tests a separate non-poli¬ 
tical movement was started last year 
called Kakkin ( National Council 
against Nuclear Weapons and for 
the Construction of Peace) under 
the presidentship of Professor 


Masatoshi Matsushita, head of the 
Rikkyo University. 

Socialist* Give in to Communists 
However this split between the 
two sections of the official movement 
against the atomic bomb did not 
become acute because of the Socia¬ 
list Party’s anxiety to avoid as far 
as possible any split within the so¬ 
cialist movement. At the same time 
the Socialist Party was unwitling 
to come out openly against the Com¬ 
munist Party and lose the leadership 
of the movement. The Gensuiko 
has substantial financial support not 
only from various political parties 
and unions but also from a network 
of local chapters throughout Japan 
especially among women. To have 
a separate anti-atomic bomb move¬ 
ment completely independent from 
the left wing' movement was a poten¬ 
tial threat to the Socialist Party’s 
position of leadership and last year 
the Socialists were successful in hea¬ 
ling the rift in the movement by get¬ 
ting a guarantee from the Communist 
Party, that the main platform of 
Gensuiko would be unconditional 
opposition to all forms of nuclear 
testing by any country. The Com¬ 
munist Party, however, managed to 
retain substantial control over the 
movement, being much more inte¬ 
rested in questions of organisation 
than in the use of words. 

This uneasy state would have con¬ 
tinued and the Hiroshima peace ra¬ 
lly would have been successful were 
it not for the fact that the pressure 
of international affairs and especially 
the American ■ Russian peace treaty 
upset the delegates of the Japan 
Communist Party. The Japan Com¬ 
munist Party must now he regarded 
as having arrayed itself uncondi¬ 
tionally behind the Chinese Peonies 
Republic. The attitude of the Peo¬ 
ples’ Republic is that the present 
Russo-American Treaty is an agree¬ 
ment among robbers to keep their 
ill-gotten gains derived from the 
monopoly of atomic weapons. The 
Japan Communist Party has gradua¬ 
lly changed its position from the 
agreement entered into last vear to 
support the general line of Gen- 
Ruikyo. 

The first sign of this was a leading 
article in Akihata (Red Flag) on 
July 5 entitled “ what « to be done 


to unify and promote our drive aga¬ 
inst atomic and hydrogen bombs”. 
The argument may be summarised 
as follows : Since the imperialist 
camp is waging aggressive wars in 
Vietnam and Laos, nuclear tests by 
imperialist and socialist forces 
should be differentiated. Thus one 
cannot judge a “ban the bomb” 
movement without taking into con¬ 
sideration the nature of the class 
war. An indiscriminate “ban the 
bomb ” movement plays into the 
hands of the imperialists at the pre¬ 
sent time. Thus the test ban move¬ 
ment should be linked to other forms 
of political struggle such as the op¬ 
position to the berthing of US atomic 
submarines in Japan. On July 28 
the Socialist Party magazine, Shakai 
Shimpo carried an article titled 
“ for the success of the World Ban- 
the-Bomb Convention ”. It opposed 
all nuclear testing in any form as 
constituting a threat not only to the 
present but the future generations. 

A nuclear war, it argued, was worse 
than the possible domination of the 
world by imperialism. More over, an 
issue like banning nuclear tests, it 
was stated, should not be decided on 
principles but must take account of 
all views and ideas. 

The Hiroshima rally, which com¬ 
menced on Monday, August 5, lias 
been marked by open factionalism 
which is so strong that it has pre¬ 
vented united action of any sort ex¬ 
cept the silent prayer round the Hi¬ 
roshima peace shrine. The final 
split in the movement occurred when 
the Communists instead of yielding 
ground became more intransigent 
and in contravention of the decision 
to limit the number of delegates to 
10,300 tried to allow everyone pre¬ 
sent to vote and packed the meeting 
with as many ‘delegates’ as they 
could get hold of from the various 
branches of the party. The Rus¬ 
sian and Chinese delegates have 
been making violent speeches 
against one another and the 
Russians actually stood with their 
backs to the rostrum while the Chi¬ 
nese delegates spoke. 

It is difficult to understand why 
the Japan Communist Party has 
adopted such an extreme attitude. 
One suspects that the party consider¬ 
ed itself sufficiently strong to control 
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the Gensuikyo irrespective of the 
opinions of tiie Japanese people at 
large and thought they could control 
the voting. Moreover in the presence 
of the Chinese delegate*, the Japan 
Communist Party is anxious to show 
its open loyalty to and support for 
the Chinese Communist Party. How¬ 
ever, the results have been quite 
contrary to the expectations of the 
Japan Communist Party. The mayor 
of Hiroshima with the support of 
most of the citizens and even the 
Association of Atom Bomb Victims 
has forbidden the Gensuikyo to use 
certain public facilities such as the 
gymnasium. 

Just as the Communists were to 
open the main meeting packed with 
their own illegal ‘delegates’, the 
Socialist Party and Sohyo announced 
that they would withdraw complete¬ 
ly from the organisation and de¬ 
manded return of some of the 
money which they had rontributed 
towards the general expenses. So 
the split is complete and it seems 
impossible that it can be healed. 

From Marxism lo Social Welfare 

There is undoubtedly very strong 
feeling in Japan among the com¬ 
mon people against the atom or 
hydrogen bomb but instead of this 
feeling being expressed through non- 
polilieal organisations as. for ex¬ 
ample, in England with the '’Com¬ 
mittee for 100’’ and Canon Collins’ 
movement, it has been controlled 
and supported by political bodies. I 
am sure that the anti-atom bomb 
movement will continue to exist 
but if it is supported by political 


groups, it wiH always tend to 
l>e {lulled hither and thither 
by the prevailing political winds. 
The Socialist Party has acted 
with great ability in trying to nego¬ 
tiate with the Communist Party but 
the splint in the Gensuikyo has shown 
the impossibility of forming a popu¬ 
lar front with the Communists on 
any important issue of principle. 
During the last few years the 
Japan Socialist Party has succeeded 
in projecting a socialist image of 
itself distinct from that of the Com¬ 
munist Party and even though much 
of its language is still Marxist in 
style, it is becoming much more 
social welfare oriented. In my 
opinion this change is paying rich 
dividend and the Liberal Democra¬ 
tic Party is being very slowly un¬ 
dermined in its rural constituencies 
where fanners are lieginning to think 
for themselves. The most significant 
aspect of the Hiroshima conference 
is that, almost for the first time 
since 1 have been in Japan, a funda¬ 
mental moral issue between the 
Communists and the Socialists has 
been fought out in the open and 
the two sides have been clearly 
seen as opponents in a moral sense. 

When the atom bomb was drop¬ 
ped on Hiroshima eighteen years ago, 
H0,(XK) profile were directly killed 
and every building within 2$ kilo¬ 
meters of the strike was destroyed 
directly, not taking into consideration 
the damage done by fires that broke 
out immediately afterwards. It was 
not until 1958 however tiiat any 
government provision was made for 
the victims. Every person who was 


within 3 kms of the strike (67,000 
people) is entitled today to free 
medical care and those outside the 
limit who were in Hiroshima with¬ 
in three weeks of the explosion are 
entitled to 50 per cent of their medi¬ 
cal expenses. The Atomic Bomb 
Hospital built in 1956 with the 
money from New Year greeting 
cards (sold by the Post Office) has 
treated 36,059 patients which is 
estimated to be one third of the 
total number of people affected. It 
has 120 hospital beds most of which 
are fully occupied most of the time 
even now. It has been estimated that 
about 40,000 people who were in 
Hiroshima at the time of the ex¬ 
plosion still receive medical care in 
the city. These are official statistics 
and it can be assumed that there 
are many people who were affected 
by the atomic bomb who have not 
registered and who for various rea¬ 
sons do not come under state aid. 

The havoc at Hiroshima and 
Nagasaki was wrought by bombs 
which were primitive compared to 
modern hydrogen bomb. For the 
Japan Communist Party to oppose 
only atomic tests by the Imperialists 
and not every nation which manu¬ 
factures the bomb will appear to 
the people like playing with words. 
The Chinese Communist Party is 
perhaps inadequately informed about 
the nature of an atomic war, and 
may consider itself justified in sup¬ 
porting Communist nuclear bombs 
but for the Japan Communist 
Party to follow the lead of the 
CCP unthinkingly is hound to 
affect its standing among the people. 
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Don Quixote or Charlemagne ? 


^M°N GENERAL” said a corres¬ 
pondent, on a hot July after¬ 
noon, rising from his seat in the 
stagy audience hall of the Elysee 
Palace, home of the French Presi¬ 
dent, “ what do you think of the 
ideological split between the Soviet 
Union and China ? ” 

The setting was a press conference, 
if such it be called, the eighth of 
its kind held by General de Gaulle 
since he came to power and the 
question was a routine one, but the 
correspondent got no immediate rep¬ 
ly. “Bien” answered the General, 
looking like a benevolent grand¬ 
father awaiting bed-time questions 
from a brood of grandchildren, 
“ what is the next question ? ” 
“Messieur President” said another 
correspondent in response, “tell us 
Bien ” continued the Pre¬ 
sident listening patiently and sound¬ 
ing pleased with himself, “and what 
is the next question ?”. 

When he thus had some half a 
dozen questions put to him, the Pie- 
sident now turned to his listeners, a 
respectable if fidgety cackle of some 
six hundred French and foreign 
journalists, and unburdened himself 
of a lecture, pausing just sufficiently 
to ask a journalist to repeal his 
question, but not to let him ask a 
new one. 

The de Gaulle Technique 

The de Gaulle press conference 
technique is just about as unique as 
the man himself, autocratic, imperi¬ 
ous, insofar as it does not permit 
contradiction or cross-examination, 
but otherwise instructive, even 
delightful, De Gaulle may be Victo¬ 
rian in a way, but unlike Queen 
Victoria, he permits himself to be 
drily amused and is not above want¬ 
ing to amuse others as well. 

Those who listened to him knew 
full well that when de Gaulle said 
that “France speaking through the 
mouth of the President of th** Re¬ 
public” was saving this or that, it 
was France inaeed that was speak¬ 
ing. And France spoke, on the test 
ban agreement, on Franco-American 
relations, on the ideological rift bet¬ 
ween Moscow and Peking and the 
words came, in mellifluous French, 


beautifully phrased, laden with wit, 
sharp satire and complete Gallic 
logic. 

The “logic” was most t vident 
when de Gaulle spoke of the test 
ban agreement What, if ary, were 
the merits of the agreement, so-call¬ 
ed ? De Gaulle picked up the 
agreement apple, so to speak, for 
public gaze, examined it for faults 
and then threw it out of the window 
as being rotten to the coie. And his 
reasons could not have been more 
cogent — from the French point of 
view, or rather from the de Gaulle 
point of view. 

Teat Ban-Accord : 

“ Limited Importance " 

It was not the first time that nu¬ 
clear tests had been interrupted, 
said de Gaulle, staring at his apple 
with a cold eye. There had been 
long periods, at various times, when 
neither of the sides carried out im¬ 
portant tests. But abstention was 
now more probable for the simple 
reason that either side bad carried 
out so many hundreds of tests that 
more of them were simply unneces¬ 
sary. The money involved could 
henceforth be used to re-infom* 
“existing means of destruction” and 
for making more numerous and 
moie powerful missiles and launch¬ 
ing pads. 

What were the Anglo-Saxons and 
Russians saying in effect ? In the 
first place, they had refused to in¬ 
clude underground tests in their 
agreement, thus raising doubts 
about their alleged altruism. In the 
second place, each party had reser¬ 
ved its rights to abrogate the agree¬ 
ment, if it deemed fit to do so. 
Where was the purpose of signing 
an agreement if the intention was 
to break it at the first convenient 
moment ? The agreement merely 
indicated that for the time being 
the signatories were satisfied that 
they had all that they wished for 
and wanted no fight till they had 
time to digest their gains. Nothing 
in the situation had changed. Both 
signatories had all the weapons in 
the world to annihilate the universp. 
Neither had the slightest intention 
to give them up, now or ever. “That 


is why" said the General, looking 
blandly at his audience, “the Mos¬ 
cow Agreement from the global and 
practical point of view has only a 
limited importance”. 

Putting the L S in its Place 

He might have said “class dis¬ 
missed” and retired behind the red 
curtain from which he had emerged, 
but a de Gaulle press conference is 
more than a monologue, it is a 
Gaullist engagement with the rest of 
the world. The President had sum¬ 
marily dismissed the Moscow Agree¬ 
ment as so much moonshine, hut 
he had his critics to deal with. There 
was America. He referred to it as 
if it were some unfortunate conti¬ 
nent, run by a few malevolent jour¬ 
nalists whose writings really did not 
deserve a second look, but there it 
was. trying to put on a big act of 
moral rectitude. It bad to be put 
in its place. 

This de Gaulle set about doing, 
with an elaborate recollection of 
f rench-American friendship, men¬ 
tioning in passing Lafayette and 
Kochamhrau from whose assistance 
America Imd benefited. Yes, he 
seemed to sav, America indeed bad 
benifitled from France, but what 
bad France received in return ? De 
Gaulle proceeded to mork at the 
United States participation in the 
First World War — two years too 
late — and in the Second World 
War — after America had been at¬ 
tacked by Japan. De Gaulle thereby 
implied, without saying it in so 
many words, that if . the United 
States did come to French help, it 
was either too late' or somehow not 
entirely disinterested service. From 
■this the President concluded that 
Mr Kennedy notwithstanding, it 
would lie foolish to believe that if 
there be a Third World War, Ame¬ 
rica will automatically rush to 
France’s help. From this it was 
only one step to say that the crea¬ 
tion of a French atomic deterrent 
was, therefore, an imperative must. 

That France has a long way to 
go before it can manufacture in 
numbers a sufficiently powerful nu¬ 
clear bomb is only too well known. 
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France, besides, will also have to 
perfect a missile delivery system and 
not depend solely on bombers. How 
long will it take France to be self- 
sufficient in this regard and what 
will be the cost to the French peo¬ 
ple ? So far, no answer has been 
forthcoming. It is a known fact 
that at the moment France has com¬ 
mitted £ 400 million upwards to¬ 
wards the manufacture of a nuclear 
bomb, but this is evidently only a 
beginning. Much more willjaeve to 
be spent before a nuclear force be¬ 
comes operational. Even then, if is 
feared, the French force de jrappe 
will come nowhere near American 
or Russian destructive power; why 
then, when France is a member of 
NATO and is covered by the NATO 
umbrella, should she desire to go 
it alone ? 

Spme say that this is due Solely 
to a desire to make France leader 
of a Third Force in Western Europe; 
others say this is due to a desire for 
personal aggrandisement. There in 
another group which believes that 
de Gaulle is simply trying to black¬ 
mail the Anglo-Americans into giv¬ 
ing him atomic secrets and that the 
scheduled French tests are merely a 
cover. No single answer is entirely 
satisfactory. Is it a fear of being 
let down by the United States, then, 
the motivating force of French go- 
it-alone ? What is the answer to de 
Gaulle’s tilting at the atomic wind¬ 
mill ? 

Parallel with China 

That there is a strange similarity 
between the Chinese and French 
points of view on the atomic test 
agreement i s only too plain. What 
China is to the Soviet bloc, France 
is to the Western Allies. The Chi¬ 
nese attack against the Soviets 
sounds almost identical with that of 
de Gaulle’s against his own Allies, 
except that de Gaulle, who is the 
more sophisticated and the more 
cultivated, permitted himself to say 
that he would understand Mr Ken¬ 
nedy’s joy at the signing of the , 
Pact. In this one significant regard, 
the French differ from the Chinese. 

If it is de Gaulle’s desire to be¬ 
come a modem Charlemagne, the 
man to unite all of western Europe 
under him, then he is probably the 
most ill-informed man in European 
Christendom. The Germans want his 
friendship, but not his over lordship. 
The Germans have been saying that 


they want European unity, but only 
as part of the larger Atlantic unity, 
in which western Europe is bound 
not only to Britain, but to Canada 
and the United Slates as well. 

What is more, de Gaulle’s pro¬ 
bable views do not”corroborate with 
his action- On the question of Bri¬ 
tain’s entry into the Common Mar¬ 
ket, he has fallen out with the rest 
of the Six and on the question of 
agriculture, he’ has fallen out with 
West Germany without whom all his 
plans for a Greater Europe come 
to nought. Comparison with China 
again smueda plausible, 'France is 
at loggerheads with practically alU 
her allies, wih the United States on 
the test ban issue, with Britain on 
entry into the Common Market, 
with West Germany on the issue of 
agriculture, with Italy and Benelux 
countries oh enlargement of the 
European Economic Community. 
For all practical purposes, France 
today is the odd man out in the 
western camp, even as China is the 
pariah in the communist camp. 
And yet there are two contradic 
tions in the French poBttiori: one is 
that de Gaulle believes that in the 
long run, China has to be isolated 
and Russia has to make common 
cause with the West. Ahd even 
while maintaining this, be is trying 
to contact China and arrange trade 
deals with the country he hates. 
Why, if de Gaulle ’Is afraid of 
China’s long term plans, is he pre¬ 
pared to accommodate it in his 
short term trade? Again. If he 
believes that the Soviet Union js 
going to make common cause with 
the West, why is he then so abusive 
of the Kremlin and its efforts to 
come closer to the West ? 

Subtle Blackmail T 

No answers are immediately 
forthcoming from the Elysee 
Palace. De Gaulle is a consummate 
politician and a shrewd judge of 
events- But even his most intimate 
followers have not been able to ex¬ 
plain his steps. They are simply 
baffling. One theory is that France 
is seeking “quick money” Jn Order 
to finance its giant plans for nu¬ 
clear self-sufficiency. This is by no 
means plausible, since Chinese 
trade is not likely to be of such an 
order as to make it financially so 
attractive. Another theory is tha| 
France is deliberately trying to an¬ 


noy the United States into being 
more accommodative towards her 
on the model of Pakistan. Pakistan 
would flirt with China in order to 
pressurise the United States on the 
Kashmir issue. Is France flirting 
with China in order to pressurise 
Washington into giving her atomic 
secrets? 

The Lesser Evil 

Judging from American press 
reports, the United States, at this 
moment, does not seem to need 
much pressurising. President Ken¬ 
nedy himself has now conceded that 
France is an atomic power- Is that 
the prelude to talks between Ken- 
■vBedy and de Gaulle on the sharing 
df some essential secrets? How 
does this square up with reports 
that the next round of talks bet¬ 
ween the United States and the 
Soviet Union is to deal with pre¬ 
venting the spread of nuclear wea¬ 
pons? What pressures will the 
Soviet Union bring to bear upon 
the United States to keep its secrets 
in tact? 

To these questions there are no 
immediate answers cither. Mean¬ 
while, de Gaulle is proceeding as 
if nothing in the world matters 
more than his having a first genera¬ 
tion set of atomic bombs, playthings 
when compared to those American 
and Soviet arsenals. Frenchmen 
are rather fired of this. Their tra¬ 
gedy is truly great; for them, the 
alternative to an atom-obssessed 
general, is a governmental chaos. 
Millions of Frenchmen would dis¬ 
agree with the General on the need 
to have an independent French de¬ 
terrent. but they would rather let 
•him do as he pleases than change 
him for someone else. 
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The Human Factor in Growth 

J Knbhumurty 

The Eeamnaiei of Education by John Vaizey; Faber and Faber, 1962, page* 163, pricf 21a. 


T’HE economics of education is a 
relatively new subject. It marks 
a reaction horn the excessive Quanti¬ 
fication in theoretical economics, 
especially in the economic^ of 
growth. The increased concern with 
the “growth race” between socialist 
and non-socialist economies, and 
with the problems of accelerating 
growth in the less developed 
countries has invested the subject 
with particular interest. It has be¬ 
come an essential part of the search 
to locate and, to the maximum ex¬ 
tent possible, quantify the human 
factor in economic development. 

John Vaizey’s book, pnliig own 
admission, is “primarily an attempt 
to review existing work”, but he 
has emphasised “certain lines fruit¬ 
ful of further work” and neglected 
others which he deems “barren”. 
This, naturally, involves certain 
judgements which may not command 
universal acceptance. 

To put the subject in its historical 
perspective, Vaizey begins by con¬ 
sidering the views of the classical 
school on education. Smith and 
Hume related education to good 
civil government and economic pro¬ 
gress. Ricardo and Malthus empha¬ 
sised the role of education id incul¬ 
cating habits leading to family 
limitation. Mill felt education woula 
impart commonsense and practical 
judgement, Marx believed that gene¬ 
ral education was impossible under 
capitalism. But Marshall was the 
first to grasp the significance of 
education when he said : “The most 
valuable of all capital is that in¬ 
vested in human beings”. In the 
Mathematical Appendix XXIV to 
his “Principles” one finds the first 
proper attempt to measure the re¬ 
turns from education. 

Measurement of Returns 
from Education 

Later economists have followed 


skill, merit, talent, effort, etc. Se¬ 
condly, a market assessment of re¬ 
turns ignores the important social 
benefits of education. » 

The approach which starts with 
the Cobb-Douglas production func¬ 
tion and adds a third factor, the 
“human factor”, is equally unsatis¬ 
factory. As Vabjgy rightly argues, 
the isolation of the “human factor” 
as a residual element is difficult, 
and even meatiingless, since the fac¬ 
tor-mix is highly integrated. 

Shultz tries to measure the amount 
of education available to the popu¬ 
lation by applying the concept of' 
“human capital”. Vaizey regards the 
analogy to physical capital as some, 
what forced and prefers, instead, 
cost-benefit analysis on the analogy 
of irrigation projects. Vaizey admits 
that the indirect benefits of educa¬ 
tion are difficult to assess and igno¬ 
res the problems involved in choos¬ 
ing discounting procedures for mak¬ 
ing inter-temporal comparisons of 
the returns to alternative educa¬ 
tional programmes. 

From an analysis of expenditure 
on education in the U K, the USA 
and France, Vaizey shows that the 
proportion of national income spent 
on education, especially secondary 
and higher education, is increasing. 
He is, however, aware of the pit¬ 
falls of international comparisons of* 
expenditure on education. 

Education and Labour Supply 

Educational needs tend to outpace 
the growth of national income, and 
Vaizey puts the financial dilemma of 
education in a nutshell when he 
says that “education seen in the 
wider context of the public sector 
of the economy has a strange place. 
It is subject to’ competing pressures 
for revenue, because it is one of 
the expanding parts of a society as. 
it grows richer, and often it is fin- 


Marshall, f n regarding the refurrtr~W««Hn part at least from inelastic 


from education to the individual as 
measurable. They try to relate in¬ 
come differentials to education. But 
Vaizey rejects this approach for two 
reasons. Firstly, income distribution 
is not a true index of returns to 


and regressive local taxes. At the 
same time, it is an important source 
of growth for the economy, yet ... 
it is treated as part of the revenue 
account, where it is especially sub¬ 
ject to short term considerations”. 


Education has shown a significant 
increase in capital-intensity, accord¬ 
ing to Vaizey. Output per teacher 
has also risen. But for a rational 
educational policy, and to raise pro¬ 
ductivity in education, he argues, 
better educational statistics than are 
now available are required. 

The link between education and 
the supply of skilled manpower is 
cltee, but not rigid. Thus in 1955 
there were 5.9 graduate scientists 
and engineers per thousand of the 
labour force in the U K, while in 
the U S' A, the figure was 9.3. A 
high general level of education does, 
however, make for greater flexibili¬ 
ty in the occupational structure and 
in the acquisition of new skills. 

Education and Economic Growth 

Vaizey devotes two chapters to 
an analysis of the relationship bet¬ 
ween education and economic 
growth. Education has three roles : 
it must supply skilled manpower, it 
must create “a climate” for econo¬ 
mic growth and it must teach culti¬ 
vators rural skills so that agricul¬ 
tural productivity can rise. Unfor¬ 
tunately, in the underdeveloped 
countries education has been pri¬ 
marily urban and has tended to 
overemphasise the arts. 

Vaizey places great reliance on 
the use of labour surpluses in edu¬ 
cation. He says: “In most under¬ 
developed countries the use of people 
as pupils and teachers is virtually 
costless”. He apparently does not re¬ 
alise that the use of even the educa¬ 
ted unemployed as teachers is bound 
to cut into the real surplus of the 
economy. Vaizey contradicts him¬ 
self when, later on, he says: “There 
is also the problem of finding pu¬ 
pils in poor countries. The pupils 
who are likely to benefit most from 
education are those who are most 
likely to earn a wage to help their 
families, or play an important part 
on the family farm”. This state¬ 
ment can be reconciled with the 
earlier one only by adopting impli¬ 
citly some peculiar social valuation 
of cost. 

Finally Vaizey compares studies 
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teachers’ training institutions. Thus 
the range of choire it much wider, 
and it is essential that rational choi¬ 
ces be made, for education (espe¬ 
cially foreign education) is an ex¬ 
ternal economy which should be 
utilised in a socially optimum 
manner. 

Notes 

■ 1 W W Lockwood: “Economic Deve¬ 
lopment of Japan: Crowth and 


Structural Change .. 1866.1938". 
Princetqn University Presi 1954. 
page 510. . , 

1 K N Raj and A K Sen: “Alternate 
Patterns of Growth: A Reply”, 
Oxford Economic Papers (New 
Series)' Vol 14, No 2, June 1962, 
p 201, footnote. 

H Correa and J Tinbergen: “Adap¬ 
tation >of Education to Growth", 
Kyklos, Vol XV, 1962. 
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made in two underdeveloped coun¬ 
tries, Nigeria and Pakistan. The 
studies aiv really complementary '• 
the former studies the problem by 
making projections of the demand 
for and supply of labour, especially 
technical personnel; the latter em¬ 
phasises the financial aspects of a 
programme of educational develop¬ 
ment. 

Optimum Use of Foreign Aid 

One aspect of the economics of 
education receives inadequate atten¬ 
tion in Vaizey’s book. Hr seems to 
regard the whole idea of foreign 
aid in (duration as absurd. Yet 
there is at least one historical in¬ 
stance, that of Japan', where the 
importance of foreign aid for ad¬ 
vancement of technical learning 
was significant. Some attempts at a 
theoretical analysis of the import of 
foreign experts have been made re¬ 
cently. For instance. Professors Raj 
and Sen argue that “there are . . . 
alternative ways of increasing the 
supply of skilled labour, One is to 
keep importing all the additional 
skilled labour required in the eco¬ 
nomy; another is to import technical 
experts who are good enough to 
produce more skilled labour within 
the country but not good enough to 
produce more such experts; a third 
alternative is to import ‘super ex¬ 
perts’ who can produce domestically 
more experts for producing more 
skilled labour ”. 2 Correa and Tin¬ 
bergen !l develop a simple input-oul- 
put model to relate the extent of 
foreign assistance in education to 
the rate of growth of the economy. 
They also consider the adaptations 
necessary in the educational struc¬ 
ture if a higher rate of growth is to 
be achieved without foreign assis¬ 
tance. 

But neither Raj and Sen nor 
Correa and Tinbergen take account 
of the important point that import 
of foreign exports does not provide 
the only, or necessarily the most 
valuable, form of foreign assistance. 
Given a foreign exchange constraint, 
the choice Hhould not be merely 
between different levels of foreign 
exports, but also between different 
types of personnel to be sent abroad 
for training and between alternative 
ways in which they should be utili¬ 
sed on their return — whether as 
: : employees, either in the private sec¬ 
tor or in the public sector, or as 
teachers, either in colleges or in 
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“The tripartite systeiH of settlement of labour problems should in a healthy system become what one 
might call the way of life, it must become so ingrained in the attitude and outlook of the parties that the 
occasional tuned to resort to direct action must appear to them to be a distasteful necessity to which there is 
no alternative", 

— Y Y Gift, former Union Minister for Labour 


The experience with tripartite bodies has, however, shown that while they provide a useful forum for 
discussions of labour problems, they are yet far from fulfilling the role chalked out for them by the Govern¬ 
ment. 


The critical study of the working of the Rajasthan Labour Advisory Board attempted below throws 
light on the reasons for the failure of tripartite bodies and also indicates the directions in which effort is 
necessary to make them less ineffective. 


r pRIPARTITE deliberations are .an 
important part of industrial 
relations in India. In the absence 
of a strong trade union movement 
-- the main hindrance tocollective 
bargaining — these discussions play 
a vital role in shaping labour policy. 
The setting up of such tripartite 
bodies as Labour Advisory Boards 
at the State level, and the Indian 
Labour Conference and the Stand¬ 
ing Labour Committee at the natio¬ 
nal level was, therefore, a step in 
the right direction. As the former 
Union Labour Minister and a vete¬ 
ran labour leader, Shri V V Giri 
said “We should not hesistate in 
giving the pride of place to the 
machinery of tripartite confer¬ 
ences”. 1 The reason is obvious. 
Labour laws have created many 
agencies for conciliation, arbitra¬ 
tion and adjudication both voluntary 
and compulsory; and while they 
all play an important role in the 
maintenance of industrial peace, 
their function is somewhat limited 
in that they are designed to tackle 
and solve only specific problems. 
There is no such restriction on the 
scope of tripartite conferences. 

No Change in Attitudes 
The tripartite bodies came into 
being primarily to step up indust¬ 
rial production which required the 
maximum co-operation between 
labour and management. The main 
object of these bodies is “consulta¬ 
tion among the three parties with a 
view to maintaining and promoting 
harmonious industrial relations and 
to advise Government on matters 
affecting labour, which are referred 
to them”. 2 In Shri Giri’s opinion, 
"the tripartite system of settlement 


of labour problems should in a 
healthy system become what one 
might call the way of life, it must 
become so ingrained in the attitude 
and outlook of parties that the 
occasional need to resort to direct 
action must appear to them to be a 
distasteful necessity to which there 
is no alternative”. 3 

Although these bodies have serv¬ 
ed the useful purpose of providing 
a common forum for free and frank 
discussion, they have- failed to achi¬ 
eve the ideal cherished by Shri Giri. 
A critical study of the working of 
the Rajasthan Labour Advisory 
Board shows that the system has 
failed to change the attitude and 
outlook of employers and workers. 

Government’s Reluctance 

The tripartite machinery was 
first constituted in Bombay and 
Bihar in 1947. In Rajasthan, the 
idea was first mooted in 1948, after 
the formation of United States of 
Rajasthan, when the then Labour 
Commissioner, in a letter to the 
Labour Secretary, emphasised the 
desirability of setting up some such 
consultative tripartite body, if not 
at the State level, at least at the 
industry level, in the interests of 
industrial peace and industrial pro¬ 
duction. (There was a wave of 
strikes in the years 1947 and 1948 
in the textile industry in Rajasthan 
which employs more than 10,000 
workers.) Though the proposal 
was appreciated by the labour lea¬ 
ders, the Government did not pay 
any attention. It was engaged in the 
difficult task of integrating the ad¬ 
ministration of princely States. Also 


the officials in the Secretariat lacked 
vision which is evident from the 
reply to the Labour Commissioner’s 
letter. The Government felt that 
“such a tripartite body, even at the 
industry level, was unnecessary in 
view of the enforcement of the In¬ 
dustrial Disputes Act and the Em¬ 
ployment (Standing Orders) Act. 
The functions of such a body could 
he performed by the conciliation 
boards, courts of enquiry and works 
committees”. 

Changing Composition 

A consultative body could not 
come into existence till the middle 
of 1953. when the Rajasthan Labour 
Advisory Board was first constituted. 
This was the result of discussions 
at the first tripartite labour confer¬ 
ence organised by the Government 
in March 1953. 

The composition of the Board has 
undergone many changes during 
these 10 years. Some changes were 
intended to give increased repre¬ 
sentation. It had in the beginning 
only 14 members — five each from 
the employers and the workers and 
four from the Government. The 
number has now increased to 24 -— 
eight representatives each of the 
employers, workers and the Govern¬ 
ment. As in many other States, 
the Labour Minister is the ex-officio 
Chairman of the Board. The con¬ 
sumers have no representation as 
in Bombay, Madhya Pradesh and 
Delhi. The Government, however, 
nominates academicians among its 
representatives. Legislators having 
experience in the labour field are 
called in by special invitation. 
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The tenure of office of the Board 
has not been laid down in the Rules 
as lias been done in Biiiar, Madras, 
Orissa and Delhi. The frequency 
of meetings has also not been pres¬ 
cribed. The Board has met only 
six times in all — first meeting in 
1953 and then in 1954, 1956, 1958, 
1959 and 1960. The irregularity 
and infrequent meetings presum¬ 
ably are due to the lack of interest 
of the members in the deliberations 
of the Board. There are generally 
speaking three to four postpone¬ 
ments before a meeting is finally 
held. 

Resolution* Remain on Paper 

The Board, during the 10 years 
of its working, has made several re¬ 
commendations (it is only an advi¬ 
sory body) covering practically all 
aspeclH from an Industrial Truce 
Resolution for stepping up indust¬ 
rial production during the Second 
Plan period to unemployment, trade 
union unity, workers’ education, 
industrial housing, training within 
industry, labour welfare, paid natio¬ 
nal and festival holidays, react!- 
visation of works committees, etc. 
Most of these recommendations are 
laudable but due to the indifference 
of employers and workers they have 
not been implemented. 

Since it is not possible to review 
the implementation of all the re¬ 
commendations made by the Board, 
it is proposed to examine the fate 
of some of the important recom¬ 
mendations. 

Industrial Truce Resolution 

The Board at its third meeting 
held on 17-18 February 1956 un¬ 
animously approved an Industrial 
Truce Resolution for the duration 
of the Second Plan. Emphasising 
the need to achieve the target in 
industrial production, the resolu¬ 
tion called upon labour and manage¬ 
ment to maintain industrial peace 
and to avert strikes, lockouts, lay¬ 
offs or slowing down in production. 
Mutual discussion on problems fac¬ 
ing the industry and labour and 
settlement of disputes through con¬ 
ciliation and negotiations were aim¬ 
ed at. An appeal was made to the 
parlies that recourse to .governmen¬ 
tal machinery for appropriate intcr- 
■ volition, and settlement of disputes 
through conciliation and adjudica- 
lion should be had only in the case 

iJt'J.iL. " ' ' ' 


of intricate and complicated pro¬ 
blems. 

The lukewarm attitude of em¬ 
ployers and the desire to te9t each 
others' power on the part of labour 
and management, and the slow and 
bureaucratic procedures of the 
Government frustrated the imple¬ 
mentation of the Industrial Truce 
Resolution. Instead of reduction 
in the industrial unrest — measured 
in terms of number of man days 
lost — there was a considerable in¬ 
crease compared to the First Plan 
period, as Table 1 shows. 

it can be observed from the Tabic 
that the Industrial Truce Resolution, 
hud no impact on industrial unrest. 
The number of strikes and the num¬ 
ber of man-days lost increased con¬ 
siderably during the Second Plan 
compared to the First Plan. 

The resolution also did not signi¬ 
ficantly affect the reference of indus¬ 
trial disputes to adjudication. While 
the number of cases referred to the 
Industrial Tribunal was onlv 15. 
Id and 15 in the years 1953. 1951 
and 1955 respectively it increased Id 
. 10, .16, 25 and 3.1 in the years 1956, 
1957, 1958 and 1959 respectively 
(Sec Table 2), 

Holidays 

At its first meeting in 1953 the 
Board recommended observance of 
seven paid national and festival 
holidays in all industrial units. i\o 
heed was paid to this resolution by 
the employers. At its third meeting 
held in 1956 the Board again urged 
tire employers to implement the re¬ 
solution and asked the State Govern¬ 
ment to bring in legislation for this 
purpose if it could not he volunta¬ 
rily enforced within tie next three 
months. The representatives of the 
employers had assured at this meet¬ 
ing, that "they will see that festival 
holidays are implemented by all the 
employers voluntarily and there re¬ 
mains no nee-d of legislation". The 
assurance still remains only on 
paper. Many employers, even in 
certain large scale, units, are not 
observing these seven paid holidays. 
And the Government, fond of using 
moral pressures, has faffed to enact 
any legislation. 

Retrenchment 

The Board, advising emplovers 
agnirt-t retrenchment, had fixed cer¬ 


tain norms to be adhered to in case 
circumstances did net pennit the 
industrialists to avoid retrenchment. 
The employers have shown otter 
indifference to these norms and 
even during the Emergency as many 
as 344 workers were retrenched by 
9 undertakings during the period 
November 1962. to June 1963* 
There are innumerable cases of 
retrenchment in the pre-Emergency 
era. 


Table 1 : Industrial Unrest in 
Rajasthan 


(1951 to 1961) 


! 

Year ; 

- 

No of strikes 

| 

; 

! 

No of workers j 
involved 

| 

*2. 

y 

§ 

s 

1951-52 

n 

3,419 

18,309 

1952 -53 

13 

6,135 

2,04,392 

1953-54 

16 

3,815 

5,421 

1954 55 

17 

6,022 

31,047 

1955 56 

12 

7,802 

39,740 

1956 57 

13 

10,983 

64,047 

1957 5ft 

25 

5,554 

17,424 

1958 59 

34 

4,460 

39,335 

1959 60 

14 

5,731 

96,028 

I960 61 

14 

8,865 

1,25,047 


Source : Annual Reports of the Labour 
Department, Government of Rajasthan. 


Table 2 : Industrial Disputes Referred 
to the Industrial Tribunal for 
Adjudication 
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1953 

— 

15 

1954 

15 

13 

1955 

21 

15 

1956 

11 

30 

1957 

33 

36 

1958 

41 

25 

1959 

43 

33 

196(1 

57 

17 


15 

_ 

15 

28 

7 

21 

36 

25 

11 

41 

8 

33 

69 

28 

41 

66 

23 

43 

76 

19 

57 

74 

— 

— 


Source : Annual Report of the Labour 
Department, Government of Rajasthan. 


There are many other resolutions 
which still remain merely in the 
files of the Labour Department, 
take for instance, the resolutions 
regarding improvement in the 
works committees. After passing 
the same resolution at three meet¬ 
ings. the Board adopted another re¬ 
solution a t its fourth meeting. It 
was noted in the latter resolution 
that “Works Committees were not 
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functioning satisfactorily". A sub¬ 
committee was appointed tinder the 
Chairmanship of the Labour Com¬ 
missioner with two representatives 
each of employers and workers to 
examine the working «f the 
Committees, the ganagft. of liusr 
malfunctioning, and to wtggretmea. 
Rures to make them more useful 
and effective. Out of 32 units where 
the i vories Committees were func¬ 
tioning only 20 units sent replies to 
the questionnaire issued by the 
Sub-Committee. The Committee 
made a detailed study of the work¬ 
ing of the Works Committees in 
various units and gave detailed sug¬ 
gestions. Two important sugges¬ 
tions of the sub-committee were: 
(a) immediate attention of emplo¬ 
yers to the unanimous recommenda¬ 
tions and their immediate and actual 
implementation; (b) reporting 
hack by representatives of labour of 
decisions taken in the Works Com¬ 
mittees to the rank and file mem¬ 
bership by whatever means possible. 
Both these suggestions failed to 
open the closed ears of employers 
and workers. 

Public Sector No Better 

The employers in the public 
sector also have the same indiffe¬ 
rent attitude towards the recommen¬ 
dations of the Board. At its third 
meeting, the Board had resolved 
that the fair wage clause and con¬ 
tractors’ labour regulations on the 
lines of central P W D should he 
incorporated in the contract forms 
of P W D and Irrigation Depart¬ 
ments. Later on, a sub-committee 
was appointed by the Government 
for this purpose which recom¬ 
mended that a separate clause for 
the adoption of Regulations should 
he added in the revised contract 
agreement. The recommendations 
of the Board are still ‘‘under con¬ 
sideration” of the Government. 

At the third meeting, again, a 
resolution was unanimously passed 
urging that sincere efforts should 
be made to achieve “one union in 
the industry”. This objective is 
still unrealised and the labour 
movement is ridden with political 
rivalry and unstable and weak 
unions. , 

It is not that no recommendations 
of the Board have been put into 
effect. Some of them have been 
implemented but these were such 


as needed only Government action. 
The fixation of minimum wages 
was one such important recommen¬ 
dation. The Board at its second 
meeting held oh, 30th Janaary I954 : 
recommended fixation of minimum 
wages In employments like wool 
cleaning and pressing, cotton gin- 
ning and pressing, printing presses, 
etc. A Minimum Wages Board was 
set up by the Government. Mini¬ 
mum wages were also fixed in 9 
scheduled employments under 
Minimum Wages Act 1958. How¬ 
ever, the recommendations regard¬ 
ing fixation of wages in cotton tex¬ 
tiles, cement and metal industries 
were put off due to the appointment 
of Central Wage Boards, 

Again, the Rajasthan Producti¬ 
vity Council has been set up on tho 
recommendation of “the Board, 
Workers’ Education Programme has 
been initiated in this region on the 
request of the Board. The Board 
at its fourth meeting had requested 
the Government of India to keep 
at least one centre in Rajasthan 
implementing the programme of 
workers’ education. Further, on 
the suggestion of the suh-Committee 
appointed by the Board two centres 
were opened by the State Govern¬ 
ment in 1958 to impart training in 
labour laws to trade union workers. 

The Industrial Housing Program¬ 
me got additional fillip due to the 
concern expressed by the Board at 
many of its meetings. A Standing 
Labour Committee on the lines of 
such a committee at the National 
level was set up by the Govern¬ 
ment in October 1960. The Com¬ 
mittee has met twice in these one 
and half years and has made im¬ 
portant recommendations. In the 
light of discussions at the meetings 
of the Board and its recommenda¬ 
tions the State Government has 
taken effective steps to enforce the 
Code of Discipline and scheme of 
joint participation in management. 1 
Further, the Government has re¬ 
vised the minimum wages for agri¬ 
cultural labour. Inspectors have 
also been appointed to see to the 
enforcement of the legislation in 
this field. 

No Perceptible Impact 

On the whole, however, the Board 
has not been able to make any per¬ 
ceptible impact on the labour policy 
and on the maintenance of harmo¬ 
nious labour-management relations. 


The hopes of changing the attitudes 
of parties in industrial disputes 
have not been fulfilled due to the 
lukewarm attitude of the employers 
towards the recommendations of the 
Board, A member has commented 
on the working of the Board: **the 
Board is a discussion club, where 
the members satisfy their urge for 
self-expression. They make loud 
suggestions without being serious 
towards them”. Although free and 
frank discussion of the problems 
and policies is not unimportant, 
loud thinking and verbal participa¬ 
tion are not enough to achieve the 
aims of the tripartite machinery. 
The fact that the recommendations , 
of the Board have only moral bind¬ 
ing, makes it a weak institution as 
the parties, especially the emplo¬ 
yers, succumb tp moral pressure 
only when it is advantageous to 
them, 

In order to revitalise this machi¬ 
nery it is necessary to make its re¬ 
commendations more binding. It 
may not be necessary to enact legis¬ 
lation for this purpose; the Govern¬ 
ment can force the implementation 
of its recommendations by other 
means also, such as withdrawal of 
certain facilities given to employers- 
The broadening of the membership 
of the Board is also desirable, ft 
would be necessary to give repre¬ 
sentation to all the industries. The 
constitution of the Bihar Labour 
Advisory Board is exemplary where 
representation is on industry basis, 
there being two representatives of 
employers and two of employees of 
every industry. 

Notes 

1 V V Giri, Inaugural speech to the 
fust Tripartite Labour Conference, 
Rajasthan, held at Jaipur on March, 
29-30, 1953. One of the subjects 
discussed in this conference was the 
formation of Rajasthan Tripartite 
Labour Advisory Board. 

2 “Tripartite Machinery for Labour 
in the State*”, Indian Labour Gaz¬ 
ette, Vol XIII No 12, p 907. For 
composition, structure and working 
of tripartite machinery for labour 
at the centre refer “Tripartite Con¬ 
sultative Machinery for Labour at 
the Centre”, Indian Labour GazetUt 
Vol XIII, No 7, January 1956. Also 
refer to “Consultative Machinery in 
the Labour Field”, and Tripartite 
Decisions (194-7-1962), Labour 
Bureau, Ministry of Labour and 
Employment, Government of India. 

* V V Giri, op eit. 

4 Agenda Notes of Seventh Meeting 
of Labour Advisory Boprd; August 
1963. Note on “Working of Indus¬ 
trial Truce Resolution in Rajasthan”. 
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Sociological and Economic Explanations 

A Comment 

;■ - Samir Daagupta 

In his atttf!®#* 1 *Soadopcal and Economic Explanations? %n Illustration from the Indian Iron 
and Steel Industry n in the Annual Number, Amartya Kumar Sen delineated a methodological framework 
for causal explanation i n economic history. , . , „ 

This pole attempts to comment on gome inadequacies of Sen's framework and also touches on cer¬ 
tain important issues which are basic to the type of methodological discussion he has raised. 

( The author is inddfted for comments and criticisms to Professor Robert W Fogel.) 


J^ET me summarise Sen’s position. 

How should an economic his¬ 
torian go about explaining the oc¬ 
currence of a given economic phe¬ 
nomenon, he asks, when the causal 
forces run both from economic and 
non-eeonomic factors? The general 
rule is that economists must n&| try 
to explain economic phenomena 
without also investigating relevant 
non-economic factors. 
he thinks, is not of much use as a 
practical guide, and hence the eco¬ 
nomic historian should look for 
purely economic explanation ( ex¬ 
cept in situations where an economic 
event ha 8 no purely economic cau¬ 
sation ). A purely economic expla¬ 
nation, he adds, can be given if one 
of the two following conditions are 
met : 

“(a) the sociological (by which 
Sen implies non-economic) fac¬ 
tors did not have an appreciable 
result on the phenomenon in ques¬ 
tion, or (b) the sociological fac¬ 
tors themselves could, in their 
turn, be explained by economic 
factors”. 

Type (b) explanation, further¬ 
more, need not be confined to a two- 
stage enquiry; the search for aJTeco¬ 
nomic explanation could be stretch¬ 
ed as many steps backward as 
necessarv in order to hit upon a 
purely economic cause. Finally, in 
such cases of multi-stage enquiry the 
economic historian should normally 
stop his investigation as soon as he 
arrives at a purely economic expla¬ 
nation. 

n 

Range of Alternative 
Possibilities 

Now it is not clear why Sen fhinks 
that, between his type (a) and type 
(b) explanations, the relevant 
range of alternative possibilities is 
exhausted. In describing the two 


types he talks of economic or non¬ 
economic factors having ‘ apprecia¬ 
ble effects ’ on a given phenomenon, 

I should presume that, according Kv 
Sen, an event B having appreciable 
effects on an event A means that 
R is a sufficient explanation for A. 
The sufficiency criterion is here 
being understood in the usual,, 
logical sense (i e, “if B then A”)* 
One could then easily conceive of 
a situation, say-type (c), where theHl 
were both economic and non-econo¬ 
mic factors in a given unit of histo¬ 
rical period either of which could 
sufficiently explain a given economic 
phenomenon occurring in (let us 
say) the immediate subsequent pe¬ 
riod. Pictorially, if Sen’s type (a) 


rhs” approach, his two-type frame¬ 
work discreetly evades the basic 
issue. Neither type (a) nor type 
(b) faces the normal problem of 
comparing at each stage the relative 
merits of two classes of causal force 
when each may serve as a sufficient 
explanation for a given event. In 
, other words. Sen not only criticises 
"the above approach but also impli¬ 
citly denies the existence of the con¬ 
stant problem of comparison in a 
chain of sufficient causes, each link 
of which is composed of both eco¬ 
nomic and non-economic factors. 
The real trouble with the “ each case 
on its merits” approach arises pre¬ 
cisely when a relevant ‘link’ invol¬ 
ves both classes of sufficient causes. 


looks like pfL-(C) and type (b) 


like 


B-—4C) then the suggested 

D* - 

type (c) will, in its simplest form, 
look 


like 


3 * 1 ., 


The symbols in brackets stand 
for non-economic factors, an arrow 
indicates, the direction of causa¬ 
tion, and a line running between 


Perhaps Sen’s contention is that 
a situation like type (c) need not 
bother the economic historian; he 
should look upon this as a variant 
-of type (a) insofar as there existed 
a sufficient economic explanation 
(e g B) in the immediate neigh¬ 
bourhood of the event A. While 
logically there is nothing wrong 
about this approach, it is hard to see 
how the economic historian can hope 
to do a fruitful job by strictly adhe¬ 
ring to this sufficiency criterion. 
When most thoughtful economic his¬ 
torians are now striving hard to 
turn the surge of analytical frag¬ 
mentation (which has been aggra- 


• . . w * * uicmauuu \ nmui uwu “no 

any pair of symbols suggests their ^ vatedi amang other thing9f hy a po . 
contemporaneity. sitivistic approach to history) and 

I refer to this possibility for no revert to their original quest for 

legs a reason than that it is a highly “ interrelationships between various 

typical situation encountered by aspects of history it is natural 

economic historians. For example, f or one to look askance at Sen’s ap- 

if Rosen 1 did not make the rather ■ proach. Certainly, in formulating 
brusque and unpredicated assertion his approach he has paid only lip 

that, in the period of his concern, service to the fundamental question 


political factors were insignificant, 
his case would have conformed to 
type (c) rather than type (a) 2 . It 
is also to be noted that while Sen 
debunks the “each case on its me- 


of what are the objectives of econo¬ 
mic history. 

The objective of the economic 
historian cannot be just to look for 
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the frequently interrupted economic 
genealogy of an economic event. 
And this is not because economic 
causes are insignificant, but preci¬ 
sely because, as Marx understood, 
all other facets of history are so vita¬ 
lly related to the economic one. The 
significance of the economic factor 
cannot be determined by virtue of 
its sufficient explanatory power 
i which Sen emphasises), but by un¬ 
derstanding its place in any group 
of historical factors, both economic 
and non-economic. If, therefore, any 
Marxian is guilty of interpreting 
"economic determinism” in a moni¬ 
stic or metaphysical way. Sen is 
equally at fault for offering an arti¬ 
ficial formula which merely pre¬ 
tends to have taken care of the inter¬ 
relationships between economic and 
other causes at each stage of causal 
enquiry. To quote a metaphor used 
by Edwin Cay, “economic history 
is more than a longitudinal cut 
through the whole fabric of 
history”. 4 


Ill 

Empty Boxes 

Since Sen has not even alluded 
to the type (c) situation, let me an¬ 
ticipate an alternative procedure 
which hr might wish to follow when 
faced with such a situation. He 
might argue that, for purposes of 
the economic historian, type (c) 
should boil down to type (a) if the 
causal force of “B—>A” were signi¬ 
ficantly stronger 0 than that of 
"C— ►A”; in the reverse case it 
should boil down to type (b). In fact, 
viewed in this way, type (c) becomes 
a general framework of causal rela¬ 
tionships which subsumes type (a) 
and type (b) as special cases. Now, 
on the face of it, this sounds sensible 
in that any attempt to weigh the 
causal impact of economic factors 
against that of non-economic fac¬ 
tors will, in that very process, en¬ 
lighten the observer about the signi¬ 
ficant interrelationships underly¬ 
ing a particular historical period. 

However, this “ successive compa¬ 
rative method ” (as we might call it 
for want of a better name), which 
should lend itself to a good deal of 
quantitative research, involves a 
number of thorny problems without 
a knowledge of which it would be 
irresponsible to try to work with it. 
The discussion below points up 
some of these difficulties and there¬ 


by serves to draw out some of those 
‘boxes’ which Sen did not fill in. 

First, there is the problem of de¬ 
fining, what Sen calls, an economic 
phenomenon. What most often go 
as economic phenomena are expres- 
sed in vague generic terms, such as 
the Industrial Revolution, the “ abo¬ 
rted growth ” in a certain country 
in certain period, etc. Each of these 
phenomena has, in reality, a number 
of components or manifestations, 
each of which may be taken as re¬ 
presentative of the given phenome¬ 
non. “ Aborted growth ” may, for 
instance, be made to imply a low 
and stagnant per capita income, or 
an unresponsive, sub-optimal occu¬ 
pation structure, or an unchanging 
and large relative share of agricul¬ 
ture in a stagnant national income, 
or some other thing. Usually, the 
economic historian, in order to fa¬ 
cilitate his causal explanation, tends 
to have his eyes fixed on one single 
manifestation (-which he then treats 
coterminously with the general phe¬ 
nomenon) and to look for a suffici¬ 
ent cause for it. 

Now, although in a given situa¬ 
tion the various manifestations of 
the phenomenon may exist together 
and he interrelated in many subtle 
ways, it is doubtful if a cause which 
explains one manifestation would 
also be sufficient to explain another. 
Yet this is the type of limited cau¬ 
sal analysis which the economic his¬ 
torian most often undertakes to -ex¬ 
plain a general phenomenon. So, 
even when he blandly claims that 
he has been able to ‘explain’ some¬ 
thing, his explanation is only parti¬ 
ally sufficient. The picture would 
become all the more complicated if 
different economic historians ap¬ 
proached the same phenomenon 
through its several manifestations, 
measured the different causal rela¬ 
tionships by using widely different 
techniques, and then each one emer¬ 
ged with his ‘general’ conclusion 
regarding historical causality. 

Of course, one might say that the 
task of the economic historian need 
not he to explain general phenomena 
but to explain specific events. But 
specific events as such are not ma¬ 
ilers of great interest; they become 
interesting only when they are ge¬ 
neral enough to focus back on phe¬ 
nomena of wider relevance, so that * 
by studying such specific events the 
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economic historian may try to arrive 
at several hypotheses. As soon, how¬ 
ever, as he looks upon a given spe¬ 
cific event as a manifestation of a 
general phenomenon, he is faced 
with a number of rival manifesta¬ 
tions and is, therefore, thrown back 
to the problem I originally referred 
to. 

Another problem has to do with 
the nature of general laws which 
the economic historian is supposed to 
use in order to tie up a cause (say 
C) with an effect (say E). Let me 
be more explicit. When we claim 
that an event C has caused the event 
to be explained, E, we always imply 
that there are some general laws on 
which the explanation is based. 
There is no difference in this respect 
between history and the natural sci¬ 
ences. General laws are nothing but 
empirical hypotheses which are in¬ 
terposed between a certain G and a 
certain E to suggest that E was not 
accidental but was to be rationally 
expected in view of certain antece¬ 
dent or simultaneous conditions. 
Very seldom, however, are general 
laws adequately spelled out in his¬ 
torical explanations, and seldom can 
these inadequacies be simply dis¬ 
missed as inessential. Even when 
explicit statements of certain gene¬ 
ral regularities are made, they most 
often “ relate to individual or so¬ 
cial psychology, which somehow is 
supposed to be familiar to everybody 
through his everyday experience; 
thus thev are tacitly taken for gran- 
ted”.’* 

Now, the method of invoking fa¬ 
miliar experience or empathetic un¬ 
derstanding may have a special 
value in historical research. But the 
extent to which any confusion bet¬ 
ween them and what can be termed 
“ general laws ” may vitiate causal 
analysis in economic history (among 
other fields) is usually not realised. 
In a highly significant work 7 , R W 
Fogel has recently exploded the myth 
of the “ railroad revolution ’’ in 
American history. The reason Le- 
land Jenks 8 and Christopher Sevage" 
considered the railroad as the sine 
qua non of American economic 
growth, and W W Rostow lists the 
U S first among the countries in 
which the influence of the railroad 
on their “ take-offs ” was “ deci¬ 
sive ”, l ° is to be sought not so much 
in historical facts and figures as in 
theit unquestioning and tacit ac- 
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cepumc* of a “ familiar experience “ 
and treating it us a “ general law ’ . 
Fogel'a sophisticated calculation 
reveals, for example, the astounding 
fact that the “social saving” attri¬ 
butable to the railroad in the trans¬ 
portation of agricultural products 
(around 1890) must have been as 
low as less than 2 per cent of the 
national income. 



This leads to the view that all 
specifically historical liw* are of a 
statistical character similar to ««“ 
0 f the “macro-laws” in physics. 

Jt seems justifiable to think that 
the type of explanation just mentio¬ 
ned is based on probability hypo¬ 
theses rather than on laws in the 
form of universal conditions; that a 
net-work of railroads will cause an 





economic “take-off” can i»' aaser- 
ted only with, a high probability be- 
cause the hypothesis underlying this 
explanation has a high statiatical 
probability of being valid, One of 
the important tasks of the economic 
historian would, therefore, be to 
ascertain the probability limits of the 
so-called universal hypotheses in 
order to judge of their scope, and 
empirical foundation. 


In Paper & Pulp Industry... 


VAPOUR HOODS THAT SAVE 
THOUSANDS OF RUPEES... 



Heat recovered is money saved. The steam that escapes from the pulp which 
passes through rollers is faithfully collected in the specially designed SF Hoods. 
The moisture is channelled off from the hot vapour and most of the heat 
recovered and passed back into the chamber. This considerably reduces the 
consumption of fuel, resulting in a substantial saving of fuel cost. Production 
is also increased. 

In the important pulp & paper producing countries of the world, SF Vapour 
Hoods have served for several decades The engineering skill and over half a 
century of experience of Swedish technicians are today available in India. 
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The Probability Angle - 
It might be useful to take another 
look at Sen’s framework from the 
probability angle. Consider, for 
example, his type (a) explanation 
which may take the extended form: 
(C)—♦-B-+A. Now, since B did actu¬ 
ally occur and did sufficiently explain 
A, Sen would stop his enquiry at 
stage B. But suppose upon furthei 
enquiry it turned out that i) 

Pa [B but not (c)]< 

Pa [(c) but not B], 
and also that ii) 

Pb [(c) J< Pb 1 [(c)], 
for any B 1 (which may or may not 
be able to explain A). Here Pa 
[B but not (c)], for example, 
symbolises the conditional probabi¬ 
lity of A, given B but not (C). In 
this situation, not only is (C) a 
more fundamental determinant of 
A than is B; the second criterion 
also assures that B is a highly aty¬ 
pical or, what Clapham would call, 
“unrepresentative” historical event. 1 ' 
In other words, if, as in our exam¬ 
ple, the relative frequency with 
which B occurs when (C) is present 
is extremely low (condition ii), and 
the hypothesis relating A to B has 
a low probability value (condition 
i), Sen’s framework would prove too 
superficial to be of much value in 
understanding, let alone generalising 
from, economic history. As Morris 
Raphael Cohen, commenting on the 
role of the historian, observes : To 
say that a thing happened the way 
it did is not at all illuminating. We 
can understand the significance of 
what did happen only if we contrast 
it with what might have happened. 
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Reply 


Amartya Kumar Sen 

/ had distinguished between two types of purely economic explanations. Type (a) includes the 
cases where “sociological (non-economic) factors did not have an appreciable result on the phenomenon ui 
question ”, and type (h) includes cases where “the sociological factors did have appreciable effects, but the 
sociological factors themselves could, in their turn, be explained by economic factors . 

Samir Dasgupta decides to reinterpret all this, and says, “/ should presume that, according to Sen, an 
event B having appreciable effects on an event A means that B is a sufficient explanation for A • Why he 
should presume this is not made clear, and the result of this substitution is a complete change in the mean¬ 
ing of my sentences, as can be readily seen, 

A second element in Dasgupta’s critique arises from what l believe is a confusion between classes 
of economic situations and classes of explanation** of those economic situations. 


THERE is much in Samir Das- 
gupta's rejoinder lo my note 
that I find of interest and value. 
He tackles a much wider problem 
than 1 did, viz, providing “a metho¬ 
dological framework for causal ex¬ 
planation in economic history"’. He 
is over-generous in thinking that 
this was the object of my note also, 
since I hud made it clear in my note 
that I was trying to tackle the much 
smaller problem of distinguishing 
between two types of “purely eco¬ 
nomic explanations’’ in history, and 
illustrating the more complicated of 
the two in terras of some examples 
selected from the actual history of 
the Indian iron and steel industry. 

I am, however, a little surprised 
to find that Dasgupta seriously mis¬ 
represents my position, no doubt un¬ 
wittingly. What he does is lo subs¬ 
titute a collection of words in my 
paper by a collection of his own, 
and then proceeds “to look askance 
at Sen’s approach". In my note I 
had distinguished between two types 
of purely economic explanations. 
Type (a) includes the cases where 
“sociological (non-eeonomic) fac¬ 
tors did not have un appreciable 
result on the phenomenon in ques¬ 
tion”, and type (b) includes cases 
where “the sociological factors did 
have appreciable effects, but the 
sociological factors themselves could, 
in their turn, be explained by eco¬ 
nomic factors”, Samri Dasgupta de¬ 
cides to reinterpret all this, and 
says, “I should presume that, ac¬ 
cording to Sen, an event B having 
appreciable effects on an event A 
means that B is a sufficient explana¬ 
tion for A”, Why he should presume 
this is not made clear, and the result 
of this substitution is a complete 
change in the meaning of my senten¬ 
ce#, *# can be readily seen. Type (b) 


is now no longer allowed to include 
explanations that involve both eco¬ 
nomic and non-economic factors 
(the latter being further reducible 
to economic ones), hut now must 
include only non-economic factors, 
just as type (a) must include only 
economic ones. Mixtures of econo¬ 
mic and non-economic factors, which 
I clearly meant to include, are now 
left out by this substitution of words, 
and I am assumed to rule out links 
in the chains of explanation that 
are “composed of both economic 
and non-economic factors”. The re¬ 
sulting criticism is, I claim, un¬ 
deserved. 

Confusion of Categories 

A second element in Dasgupta’s 
critique arises from what 1 believe 
is a confusion between classes of 
economic situations and classes of 
explanations of those economic situa¬ 
tions- My types (a) and (b) are, 
as I made explicit, types of expla¬ 
nations. To these Dasgupta wishes 
to add type (c), which is seen to 
1» not a type of explanation at all, 
but a situation to which explana¬ 
tions are to be fitted. The resulting 
confusion of categories provides 
Dasgupta with his chief weapon in 
this part of his critique. We can 
recall his argument on this: “Now 
it is not clear why Sen thinks that, 
between his type (a) and type (h) 
explanations, the relevant range of 
alternative possibilities is exhausted. 
....One could then easily conceive of 
a situation, say type (c), where 
there were both economic and non¬ 
economic factors in a given unit of 
historical period either of which 
could sufficiently explain a given 
economic phenomenon occuring in 
(let us say) the immediate subsequ- 
ent period” (italics added). This is 


a situation to which more than one 
explanation can be fitted, one of it 
is a type (a) explanation, and the 
other is either a type (b) explana¬ 
tion (if the non-economic factors 
could themselves be explained by 
economic factors in one step or 
many), or cannot be made into a 
purely economic explanation at all, 
thereby putting it outside the range 
of both type (a) and type (h). As 
a type of situation that we may 
face this is not an unusual one, and 
the possibility of more than one ex¬ 
planation is present whenever the 
assumption of one-to-one causality 
is dropped, and/or the assumption 
of incomplete knowledge is made. 
But why add this eminently inte¬ 
resting situation to a list of differ¬ 
ent kinds of explanations ? To call 
it type (c.) seems to me to be based 
on a rather unfortunate confusion 
about the logic of the classification. 

Regarding the question why I 
assume that type (a) and type (b) 
explanations exhaust all purely eco¬ 
nomic explanations, the answer is 
simple. As 1 defined a purely eco¬ 
nomic explanation, it is one where, 
irrespective cf the number of steps, 
all the relevant factors are reduci¬ 
ble to purely economic phenomena. 
Jf this is not the case, the explana¬ 
tion in question is not purely eco¬ 
nomic. Now all explanations that 
satisfy the condition of being pure¬ 
ly economic, can he divided into 
two groups, namely those that in¬ 
volve only one step in this reduc¬ 
tion, and those that involve more. 
If it involves one step, it is an ex¬ 
planation of type (a); if it involves 
more, it is of type (b). And this 
exhausts the list of possibilities of 
purely economic explanations. 

All this is so obviou» that there 
is hardly, an excuse for stating it* 



t I ..I („ .< 

and fee proposition 1 put forward 
was so simple that I would not have 
the Courage (or felt the need) to 
give 2 l proof of it, had the opposite 
not been maintained by Dasgupta. 
The more interesting part of my 
note is concerned with an actual 
illustration from the history , of 
India’s steel industry, where it is 
dear that a type (a) explanation 
does not work, but type (b) conce¬ 
ivably might. Dasgupta does not go 
into this, as his interest, in this 
paper, is purely methodological. 

The whole of Dasgupta’s critique 
springs from one or the other of 
these two confusions described 
above. Let me assure him that I 
approve of his quoting the eloqu¬ 
ent, if a little verbose, statement of 
Kdwin Gay, “economic history is 
more than a longitudinal cut 
through the whole fabric of histo¬ 
ry”. Sure enough, it is; and he 
would have no reason to think that 
I doubt this, if he had not arbitrari¬ 
ly substituted my words with his 
own, and if he remembered that 
types (a) and (b) refer to explana¬ 
tions and not to situations demand¬ 
ing explanation. In fact the reason 
for which I had expressed a little 
criticism of Rosen’s interesting study 
of Indian economic history (The 
Economic Weekly, August 11, 1962) 
in my note, was that Rosen had tried 
a purely economic explanation of 
India’s aborted growth by leaving 
out non-economic factors altogether, 
i e, tried a type (a) explanation. 

Probabilities and the Sufficiency 
Condition 

In the last section of his paper, 
Dasgupta makes a couple of state¬ 
ments involving probabilities, ' and 
concludes somewhat mysteriously 
from it that “Sen’s framework would 
prove too superficial to be of much 
value i n understanding, let alone 
generalising from, economic histo¬ 
ry”. This criticism again is based 
on the two confusions on my note 
referred to earlier, but to be fair to 
Dasgupta we should judge his pro¬ 
positions as potentially valuable in 
themselves. The questions that Das¬ 
gupta poses can be put in this way. 
Suppose event A is observed, arid 
another event B, which is also ob¬ 
served, can “sufficiently explain' A”. 
B is an economic factor, but it in 
its turn can be explained by (C), 
a non-economic factor. Let us as- 
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some that (C) can iha explain A. 
Now, we might choose B .as an ex¬ 
planation, since “it did occur and 
did sufficiently explain A”, but this, 
Dasgupta points out, will be unwise, 
if the probability of having A given 
B, but not (C), is leas than the pro¬ 
bability of having A given (C), but 
not B, Furthermore, if the proba¬ 
bility of having B given (C), is Jess 
than the probability of having B l 
given (C), then B is “highly aty¬ 
pical”. To be rigorous, Dasgupta, 
should state that B 1 implies the ab¬ 
sence’ of B, but 1 do not want to 
raise such a trivial objection. What 
is, however, not so trivial, is that all 
this contradicts Dasgupta’s earlier 
definition of a “sufficient” explana¬ 
tion. He had defined B being a 
sufficient explanation for A to mean 
“if A then B”. If this is the case, 
then the probability of having A 
given B is no less than a hundred 
per cent, and thus the assumption 
that the probability of having A 
given (C) is higher than this, is not 
a permissible assumption. Perhaps 
he does not mean that B did “suffi¬ 
ciently explain A”. Once this con¬ 
tradiction is removed, what Dasgupta 
says is quite true. The propositions 
are not such that they will make us 
wild with enthusiasm, but I do feel 
that in emphasising the probability 
elements in historical calculations, 
Dasgupta is on the right line. 

Nabendu Sen’s Critique 

I would like to take this opportu¬ 
nity of saying a few words on 
Nabendu Sen’s rejoinder to my 
note (The Economic! Weekly, May 
18, 1963). This was concerned with 
the discussion I had on the history 
of the Indian iron and steel industry. 

I had suggested there that no puie- 
ly economic explanation of type (a) 
could be given to the major trends 
of the Indian iron and steel indus¬ 
try, in the line of the general indus¬ 
trial framework suggested by Rosen, 
because shifts in the policy of the 
Government, had crucial effects on 
the history. But I put forward the 
hypothesis that a type (b) explana¬ 
tion may still conceivably work, he- 
cause the major shifts in Government 
policy could perhaps be attributed 
to certain economic changes. 1 had,, 
timed the first shift of Government 
policy in 1850s — from a policy of 
favouring Iron and steel enterprises 
in India to a policy of not giving 
much assistance, and the second to¬ 


wards a mow favourable policy was 
put in tire last few' years erf the 19th 
century, Shri Nabendu Sen does 
not raise any question about the 
existence or the timing of the second 
shift, nor about the explanation of 
it suggested by me, but he feels 
doubtful about the existence of the 
first shift To support his doubts 
be puts forward an interesting col¬ 
lection of data. He agrees that “tire 
attitude of the Government may 
have been largely responsible for 
the failure of private enterprise in 
these early attempts”. But he feels 
that in this respect the iron and 
steel industry Was not any worse 
treated than other Indian industries. 
The Government just did not be¬ 
lieve in granting financial assistance 
to industries, with the exception of 
railway companies. The exploration 
and experimentation work was, 
however, continued, and Nabendu 
Sen feels that it was mainly because 
the “trunk routes” were constructed 
first in the Indian railways that the 
iron and steel industry in India did 
not get a sufficient stimulus to start. 

My chief difficulties with the 
hypothesis that there was no shift 
in Government policy in this period 
are the following. First, regarding 
financial assistance there clearly was 
a shift. Mr Heath’s enterprise in 
the period up to the 1850s received 
financial assistance of very consider¬ 
able amount, and no company re¬ 
ceived this after 1850s in the rest 
of the century. Secondly, while 
non-financial assistance was also 
easily forthcoming in the early pe¬ 
riod, it was not later, one example 
of which is the failure of Jamshedji 
Tata to receive his transport conces¬ 
sions in 1880. It is a combination 
of considerations of this type that 
led the chief historian of Indian iron 
and steel industry, viz, Lovat Fraser, 
to conclude : “At this time (in the 
fifties) a new obstacle was obtrud¬ 
ed. The Government of India had 
become more than ever imbued with 
the spirit of unfriendliness to com¬ 
mercial undertakings which, for so 
long a period, helped to paralyse 
the industrial development of 
Tndia”. (“Iron and Steel in India”, 
Bombay,,,1919: p 6). In fact, the 
farl of the existence of both the 
shifts. 1 had taken, as I explained, 
from Fraser’s own analysis. Where 
I had differed was in the explana¬ 
tion of these shifts, which Fraser 

^7 




_,,v 1 : , . r J'. 


had atributed to purely personal 
factors in the officialdom. But this 
is not what Nabendu Sen disputes, 
since he confine# himself to the 
question about the existence of the 
shift Finally, I feel that Sen might 
have been a little misled by his 
juxtaposition of the problem of 
shifts over time, and of differences 
between industries. He argues that 
“to prove that a shift occurred, we 




have to show that the Government 
was offering leas favourable terms 
to iron and steel indutries than to 
other industries” (p 813). I do not 
believe I have to show this; all 1 
have to show is that the Government 
was offering less favourable terms to 
this industry in the later period than 
in the earlier. And about this shift 
over time of the terms offered, 1 
have already quoted some evidence. 



In spite of all this 1 do-not think 
we should dismiss Nabendu Sen’s 
doubts about the shifts altogether. 
It is a complex question, and my 
data and those of Fraser, make it 
look plausible, but no more than 
that can be claimed at this stage. 
Further research can contradict this, 
but I have indicated above why I 
feel that chances are that it will not. 


Textiles are major earners of Foreign Exchange ~ 
the label ‘Sanforized* can help increase Cotton Exports! 


Over 3500 years ago, textiles bended India’* lift of exports; 
Arab dhow* carried them to Per»ian Gulf poets ana they 
were sold in the market* of Greece and Rome. Every¬ 
where, Indian fabrics were richly prised and highly priced. 
Today, they are still major 
earners of foreign exchange — 
and will earn more in the 
future as Indian mills produce 
increasing quantities of better 
quality, finished cloths and new 
foreign markets are tapped. 

The label ‘Sanforized' can be 



of tremendous help in the sale of Indian cottons abroad. 
Recognised the world over,this trademark is known and 
trusted by millions of consumers in 49 countries as deno¬ 
ting a uniform standard of shrinkage control. In India, 
the label "Sanforized’ has help¬ 
ed to improve the quality and 
enlarge the variety of cotton 
fabrics. Jn tjic markets of the 
world, the label 'Sanforized* 
can be of inestimable benefit 
by helping to build bigger, 
more profitable textile exports. 


lulled by C1ueti, Peabody & Co., Inc (Incorporated In the U.S.A. 
with limited liability) pr opr ie tor* of the registered trademark 
‘SANFORIZED*. The trademark proprietor* u*c the trademark 
■SANFORIZED*, or permit in me by authorised registered user*, 
only in respect of tested fabric which meet* the trademark pro- 
prie tors' strict requirement* a* lo residua] shrinkage. 

For information: ‘Sanforized’ Service 

95, Marine Drive. Bombay 2. 
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■t round Bombay Markets 

Political Uncertainty 


Dominates Sentiment 


Wednesday, Mora lag.: 


'T'HE stock market is most uneasy. 

1 Neither bulls nor bears are hap¬ 
py because price fluctuations have 
been too erratic to make much sen¬ 
se. The price pattern is being moul¬ 
ded almost entirely by the day-to- 
day political news. Not-infrequent 
forecasts of an imminent attack by 
China have completely shaken the 
market's morale and not unoftmi 
gains recorded over weeks have 
been wiped out in a matter of 
few hours, ff the market has 
managed to keep above the lowest 
level recorded after Shri Morarji 
Desai’s big assault on the corporated 
sector in an all-out effort to mobi¬ 
lise funds for meeting the Chinese 
aggression it is partly be<?an,se of 
the improved performance of certain 
industries like steel, cement, chemi¬ 
cals and engineering and partly beca¬ 
use of the substantial institutional 
support which has led to a marked 
decline in the floating stocks of cer¬ 
tain leading scrips. Growing offici¬ 
al concern over the depressed con¬ 
ditions in the capital market has also 
bad a steadying effect on the gene¬ 
ral market sentiment. 

New Delhi's concern over the 
slump in the investment market pro- 
\ides an interesting contrast to its 
generally indifferent attitude towards 
developments in the stock market. 
Big Business has not been slow in 
taking advantage of the Govern¬ 
ment’s anxiety to tone up the capital 
market and it has been trying hard 
to convince the Government tljal the 
only effective way to revive the ca¬ 
pital market is to change Its fiscal 
policies which have mopped up in¬ 
dividual and corporate savings and 
shattered investors’ confidence. That 
fiscal policy has an important hear¬ 
ing on the outlook for equities will 
fie readily conceded. But it would 
fie rash to suggest that the prevai¬ 
ling stalemate in the capital market 
is due entirely or even mainly to 
the Government’s fiscal policy. It 
is surprising that discussions at the 
ierent FICCI seminar on the state 
of the capital market showed little 
awareness of the fact that the heavy 
decline in equity prices from the 
1961-62 peak levels represents very 


largely an important readjustment to 
the trend towards higher interest 
rates. For notwithstanding the 
heavy fall in prices not many sha¬ 
res offer a return which could he 
considered to be very attractive com¬ 
pared to the prevailing structure of 
interest rates. And the slump in new 
issues is also in no small measure 
the inevitable consequence of the 
boom in 1959 to through early 1962; 
the boom had assumed unhealthy 
proportion in its later stages. And 
as rightly pointed out by the chair¬ 
man of the Life Insurance Corpo¬ 
ration, Shri B K Kaul, the promo¬ 
ters of new issues cannot escape the 
blame for undermining investors' 
confidence as a result of wide gap 
between the promises held out in the 
prospectuses and the performances 
of the industries thereafter. In most 
cases estimates of project costs have 
had to be revised upward by sub¬ 
stantial margins. But by far the 
most important single factor which 
has led to the present crisis of con¬ 
fidence in the investment market, 
especially the market for new issues, 
is the growing political uncertainty 
following the steady deterioration 
in India’s relations with China and 
also Pakistan. Prospective invest¬ 
ors are reluctant to risk their savings 
in new ventures so long as the threat 
of Chinese aggression persists. There 
are many ways in which investors 
can utilise their savings and locking v 
up of funds in new ventures at this 
juncture appears to be the least 
attractive. 

Official Move 


assistance. There is also a suggestion 
that the Life Insurance Corporation 
should join hands with IFC and 
ICICI in building up something like 
an underwriters’ pool for taking up 
shares unahsorbed by the, public. 
The scope for such operations is 
limited because these institutions 
are already doing a good deal of 
underwriting work and they cannot 
be expected to make underwriting 
as their main objective. And to 
the extent that these institutions 
will be obliged to lock up their 
funds in new issues their ability 
to give normal financial assistance 
to the industry will be affected. The 
Government’s move to make avai¬ 
lable to industry larger funds more 
freely through the State Bank and 
the Reserve Bank of India is wel¬ 
come but this again cannot have 
any appreciable impact on the con¬ 
ditions in the capital market. Con¬ 
fidence is unlikely to return to the 
market unless there is a distinct im¬ 
provement in the political situation. 
The threat of renewed Chinese ag¬ 
gression is the market’s main worry 
but it is by no means the only wor¬ 
ry. The stock market is considera¬ 
bly perturbed over the steady dete¬ 
rioration in the morale of the ad¬ 
ministrative machinery because this 
makes it difficult for investors to as¬ 
sess the economic prospect clearly. 
Tone up the administration and dis¬ 
pel the threat of Chinese attack and 
the capital market will then take 
care of itself. At the moment, stock 
market's interest is focussed mainly 
on the likely changes in the Cabinet 
in the near future. 


New Delhi’s anxiety to tone up 
the capital market is understandable 
because industrial growth will be 
adversely affected if industries, old 
or new, are unable to raise suffici¬ 
ent funds from public. But it is ex¬ 
tremely doubtful whether the mea¬ 
sures proposed by the Government 
will be of any great help in restoring 
confidence in the investment market. 
Industrial Finance Corporation and 
the ICICI are being asked to play 
a more active role in underwriting 
for which the Government has as¬ 
sured them the necessary financial 


Cotton 

Weather Holds the Key 

THE 1962-63 cotton season is now 
drawing to a close. The turnover 
in the spot market is extremely 
-stKmited which is quite normal for 
this time of the year. Cotton men 
while away their time gossiping 
about the weather which alone holds 
the key to the new crop. The-future 
of the cotton trade depends almost 
entirely on the unpredictable wea¬ 
ther. The trade can live in peace, 
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the supervisory system notwithstan¬ 
ding, if the crop is good and prices 
keep well within the ceiling rates. 
Fortunately for the trade, the current 
season will end with a fairly large 
carryover of about 20/21 lakh bales. 
And if the country is lucky enough 
to have another good harvest cotton 
prices can again he expected l<> 
ktep well within the (eiling—pro¬ 
bably lower than in the 1962 05 
season. 

The progress of the monsoon so 
far is considered to he fairly satis¬ 
factory for the cotton crop. Only 
Akola and Vidarbha complain about 
excessive rains though most areas 
are now in need of clear weather. 
Prolonged wet spell can damage the 
crop. It is however, still too early 
to assess the crop prospects. All that 
one can do is to pray and hope foi 
the best. Only hulls will feel uneasy 
at the prospect of a good crop on 
which depends the prosperity of the 
cotton trade and the textile industry. 

New cotton crop contract—Jarilla 
March 1964—which had touched a 
high of Rs 720 on the very first dav 
of its opening on 22nd July was sold 
down to Rs 686.50 (per 3 quintals) 
on 31st July. The latest quotation 
is around Rs 701 and the recent re¬ 
covery is partly technical and par¬ 
tly due to some anxiety about the 
new crop outlook on account of the 
prolonged wet spell in certain cot¬ 
ton growing tracts. Despite the fairly 
comfortable supply position, bears 
are reluctant to be aggressive in face 
of the uncertain weather. Bulls are 
also reserved and the few specula¬ 
tors who have accumulated long 
positions have perhaps done so on 
the view that two successive good 
harvests are a rare phenomenon in 
a country where the crop is almost 
entirely at the mercy of the weather. 
The first arrivals of the early moving 
Bijapur and Baramati crop—197/3 
—have realised ceiling prices but 
that could hardly he an indication 
of the trend of cotton prices for the 
season. He who can forecast the 
weather alone can tell how cotton 
prices will move in the near future. 
Only an astrologer could venture a 
guess on the unpredictable weatlnr. 

Oilseeds 

Steady Despite Good Weather 

^/FATHER reports from almost 

all the groundnut producing 
area* have been encouraging so far. 
Even so the new crop contract — 
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January 1964— fas been resisting 
(hr decline. After having moved, 
down from Rs 221.50 on 25th July 
to Rs 212.75 on the Slet the Janu¬ 
ary contract is currently quoted 
around Rs 217.50 {per 250 kgs)i 
The steadiness in the new crop con¬ 
tract is due mainly to the oonfi ap¬ 
ing remarkable firmness fav the "spot 
tnaterial. Vanaspat; interests conti- 
mic to figure as keen buyers of 
groundnut oil and crushers are 
active buyers of groundnut. The 
demand for groundnut is attributed 
both to good consumer inquiry hj 
oil and sustained demand for expel- 
Icr cake from solvent extraction 
manufacturers. Spot groundnut and 
groundnut oil prices are very near 
the season’s highest. This has forced 
bears in groundnut September to 
-quare up their “short” positions at 
above the ceiling rate of Rs 236 — 
unofficially of course. Spot prices 
arc expected to hold firm in view 
of the continued good oversea* de¬ 
mand lor groundnut extractions. 
Tliis might continue to have a 
readying influence on the new crop 
contract. But it is extremely unlike¬ 
ly that the new crop contract will 
be able to resist the normal sea¬ 
sonal decline during August and 
September, unless, of course, wea¬ 
ther takes an unfavourable turn and 
a fleets the new crop. Prices must 
decline to levels which are suffici¬ 
ently low to attract investment buy¬ 
ing, And with the ceiling price for 
the hedge contract fixed at Rs 236, 
the current quotation of the Janu¬ 
ary contract, around Rs 217.50, can¬ 
not be deemed to be attractive front 
the speculator’s angle unless the 
ceiling for subsequent contract is 
suitably revised to allow for the 
normal carryforward charges. 
Groundnut expellers January cont¬ 
ract has eased from Rs 390 to Rs 
375 per tonne during the past few 
days in spite of the continued good 
demand for ready expellers from 
extraction manufacturers. 

Speculative interest in new crop 
contracts of other oilseeds continues 
to be restricted and the general ten¬ 
dency has been rather subdued, 
l inseed March has eased from Rs 

37.50 to Rs 36.19 (per 50 kgs) and 
die latest quotation is only slightly 
higher at Rs 36.44. Cottonseed Janu- 

has been neglected around ,*Rs 
''h* and castor March has gradually 
drifted lower from Rs 167.25 to Rs 

162.50 over the past few weeks. Un- 


Wee groundnut, linseed and cotton¬ 
seed, the current season’s September 
contract is quoted at a substantial 
discount of about Rs 5, per 250 kgs 
over the new crop contract. 

The export performance of oils 
and oilcakes in 1963 is likely to 
show an appreciable improvement 
over the previous year. Groundnut 
extractions will set a new record 
and export of groundnut oil is like¬ 
ly to exceed 70,000 tons because 
of the liberal incentives and the 
emergence of unexpected buying by 
Spain. Thanks to substantial pur¬ 



chases by Russia and East_ r 

countries, exporu of castor oil are 
likely to show a big increase over 
the 1962 figure. Shipments during 
the first seven months of the year 
are placed around 28,000 tona. Ex¬ 
ports of linseed oil have been very 
disappointing and despite the export 
incentives, India linseed oil remains 
completely out of world parity. 
Business in linseed cake has also 
continued to be limited, which is 
said to be due mainly to lack of 
confidence among overseas buyers in 
the quality of the Indian stuff. 


Business /Votes 


Indian Iron and Steel 


In the Annua] Report and Ac¬ 
counts of Indian Iron and Steel for 
‘he year ended March 31, 1963, the 
directors state that despite many 
difficulties that continue to beset 
operations, the Burnpur Works at¬ 
tained production approximating the 
rated capacity of the plant. This is 
the highlight of the year. Produc¬ 
tion of pig iron and steel ingots 
and castings amounted to 1,291, 
825 tonnes and 1,002,039 tonnes, 
respectively, compared with 1,187. 
397 and 934,498 tonnes in the pre¬ 
vious year. The output of the Com¬ 
pany’s Kulti Foundries was slightly 
affected by market conditions and 
compared with 1961-62 was lower 
by 6,064 tonnes at 224,359 tonnes. 
The production of saleable steel 
increased by 58.150 tonnes to 795, 
120 tonnes. The pre-tax profits 
after providing full depreciation on 
the usual “straight line" basis at 
Rs 3.40 crores (Rs 3.35 crores) 
have worked out to Rs 911.89 lakhs 
against Rs 918.78 lakhs In 1961-62. 
However, the profits of 1961-62 
included the retrospective increase 
in retention prices relating to 
1960-61 and also sales relating to 
previous years. The comparable 
gross profit for 1961-62 would only 
be Rs 830.28 lakhs thereby showing 
tross profit higher by Rs 81.61 
lakhs in 1962-63. 

Full provision for depreciation re¬ 
duced the Company’s liability which, 
including Rs 6 lakhs for SPT, 
amounts to Rs 3.56 crores as against 
Rs 3.96 crores in the previous pe¬ 
riod. Statutory development rebate 
absorbs Rs 22.14 lahks (Rs 21.57 
lakhs) and the excess of the charge 


to this Reserve over the actual 
amount of tax remission amounting 
to Rs 7.38 lakhs is written back 
from General Development Reserve 
to the Profit and Loss Account. To 
conserve the resources of the Com¬ 
pany for the repayment of heavy 
indebtedness on loan and capital 
expenditure account, a sum of Rs 
3.64 crores (Rs 3 crores in 1961- 
62) is transferred to General Re¬ 
serve. The Profit and Loss Account 
has taken credit for Rs 15 lakhs 
transferred from the Taxation Con¬ 
tingencies Reserve and for Rs 24.-72 
lakhs being the balance of last year, 
The Preference Dividend at 5 p c, 
subject to deduction of tax, absorbs 
Rs 17.55 lakhs. The Directors have 
proposed ordinary dividend at Rs 
1.60 per share (16 pc) subject to 
deduction of tax (same as in the 
previous year) absorbing Rs 199.05 
lakhs. The Balance Sheet shows that 
the Company’s reserves and sur¬ 
pluses have at the end of the year 
increased to Rs 30.89 crores (Rs 
27.89 crores) to support its capital 
of Rs 15.14 crores. Secured Joans 
declined from Rs 23.31 crores to 
Rs 21.10 crores. Net block stands 
reduced to Rs 61.47 lakhs after de¬ 
preciating by Rs 24,16 crores. 

The Directors state in their re¬ 
port that the progress of the forma¬ 
tion of the Company’s subsidiary, 
Iisco-Stanton Pipe and Foundry Co 
was retarded by several months by 
the Company holding over action on 
account of the SPT Bill, but after 
modifications were effected in the 
Bill, the matter was pursued and 
the final approval of Government 
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has now been obtained for the form¬ 
ation of the Company. 

The Chairman, Sir Biren Mooker- 
jee, in his statement circulated with 
the Annual Report has focussed at¬ 
tention on the difficulties still ex¬ 
perienced by the Company in its 
operation and development. He has 
complained that since the commis¬ 
sioning of the remaining blast fur¬ 
naces of Hindustan Steel during 
the year the quality of the coal sup¬ 
plied to the Company deteriorated 
further, the ash content increasing 
from 18.01 p c to 18.22 pc. Allot¬ 
ment of washed coal meets only 8 
p <• of the requirements of the Com¬ 
pany while other producers get 
nearly 100 pc. While the outturn of 
tested quality saleable steel remain¬ 
ed at 80 p c when the. production 
was at 90 p c of the rated capacity 
in previous years, it had to be re¬ 
duced to uliout 00 pc in 1962-63 
in order to achieve 100 pc capa¬ 
city production. The Company has 
thus had to lower its stadards. The 
cut by the Steel Ministry of Rs 
19.50 per tonne in the price re¬ 
commended by the Tariff Commis¬ 
sion resulted in a loss of Rs 405 
lakhs in the gross earnings during 
the two-vear period to March 31, 
1962. Sir Biren is against working 
at 100 pc capacity. He says: 

A constant drive for more and 
more production is fraught with 
many risks. With the present qua¬ 
lity of raw materials and irregu¬ 
larity of their supply the task of 
maintaining production is diffi¬ 
cult. A modern steel plant though 
robustly built has many delicate 
sections in it needing constant 
care and vigilance. Maintenance 
must get highest priority even at 
the* cost of some loss in produc¬ 
tion, particularly when holding a 
large quantity of spare parts is 
not possible owing to shortage of 
foreign exchange. In a full capa¬ 
city production there is always 
the danger of chances being taken 
which might result in disaster. 

Sir Riren has also drawn atten¬ 
tion to some of the difficulties faced 
by the Company’s expansion pro¬ 
gramme, planned to he executed in 
two phases which will increase the 
annual production by 3 lakh and 
7 lakh tons, respectively. Since an 
adequate supply of good quality 
metallurgical coal is a pre requisite 
ind the private sector plants have 


been asked by Government to make 
themselves self-sufficient in their 
coal requirement, the Company's 
future expansion hinges upon the 
development of its coal bearing 
properties. Although the foreign 
part of the cost of the project is 
covered by a World Bank loan of 
19.5 million dollars, rupee finance 
for meeting the local cost of the 
project has become a grave problem, 
because of: 

(i) lack of government support 
for land acquisition, 

(ii) impact of 1962-63 budget 
on import and excise duties, freight, 
etc, which have put up the estimat¬ 
ed costs by Rs 459 lakhs, and, 

(iiil severe loss in earnings 
caused by lower retention prices 
than recommended by the Tariff 
Commission. 

The Company has, however, 
made sorne proposals on this ques¬ 
tion and is awaiting the Govern¬ 
ment’s reply. 

Sir Biren has taken strong ex¬ 
ception to the proposal of govern¬ 
ment to restrict supply of pig iron 
from Burnpur to Kulti and divert 
it to other Foundries and pipe 
manufacturers. This proposal 
would, in his view, bring about a 
curtailment of operations at Kulti 
and thereby would not only involve 
retrenchment of staff and payment 
of compensation of about Rs 20 
lakhs hut also result in loss of earn¬ 
ings by Rs 55 lakhs per annum. 
The Company has made a strong 
representation against the proposal. 

The move for decontrol of dis¬ 
tribution and prices of steel which 
is under the consideration of Gov¬ 
ernment is welcomed by Sir Biren 
who however holds the view that, 
the steel industry being not yet in 
a position to meet the demand in 
full, it will he in the interests of 
the country, the consumers and the 
industry if Government control is 
replaced by a modified control on 
a voluntary basis by the industry 
itself. 

New Standard Engineering 

the operations of New Standard 
Engineering for the year ended 
March 31, 1963 have yielded satis¬ 
factory results. Sales and services 
during the year fetched Rs 22.77 
lakhs more at Rs 182.91 lakhs. 
Gross profits have marginally in¬ 




creased by Rs 62*318 to Rs 22,89 
lakhs. Disposable profit after 
necessary provision for deprecia¬ 
tion, development rebate reserve, 
and taxation is also slightly higher 
at Rs 7.74 lakhs as against Rs 7.02 
lakhs. General Reserve is raised by 
Rs 75,000 to Rs 1.25 lakhs. Pre¬ 
ference dividend at 9 p c absorbs 
Rs 2.25 lakhs. Ordinary dividend 
is maintained at 9 p c and will 
absorb Rs 4.50 lakhs. The ordinary 
dividend to the extent of Rs 4 lakhs 
will be paid out of a Special 
Reserve of Rs 4.12 lakhs crea¬ 
ted from profits exempt under 
See 84 of the Income-tax Act. The 
Balance Sheet as at March 31, 
shows that Reserves and Surpluses 
amount to Rs 20.14 lakhs against 
a paid-up capital of Rs 78.19 lakhs. 
Secured loans have increased by Rs 
35.57 lakhs to Rs 70.75 lakhs, un¬ 
secured loans by Rs 5.59 lakhs to 
Rs 11.10 lakhs, current liabilities 
and provisions by Rs 5.63 lakhs to 
Rs 81.75 lakhs. Gross block is 

depreciated by Rs 36.34 lakhs to 
Rs 103.98 lakhs. Current assets 
are more by Rs 38.95 lakhs at Rs 
157.50 lakhs. 

With the receipt of a first instal¬ 
ment of Rs 20 lakhs out of a loan 
of Rs 40 lakhs from ICICI, the con¬ 
struction work of the Company’s 
Goregaon project has made pro¬ 

gress and the Grey Iron Foundry 
lias gone into trial production from 
May 1963. The progress of other 
works in the project has been slow¬ 
ed down in view of the adverse 
conditions of the money market. 

Of the manufacturing activities 
of the Company, blow-room lines 
for textile mills continue to make 
progress. Manufacture of EOT 

cranes, electric furnaces, high capa¬ 
city power hammers and drop for¬ 
ges has been started. The Company 
has concluded negotiations with 
foreign collaborators for the esta¬ 
blishment of a separate Company 
for the manufacture of Shot Blast¬ 
ing Equipment. The Company’s 
Order Book which includes some 
defence orders is considered satis¬ 
factory. Th*- Directors feel that the 
company’s manufacturing facilities 
can he fully realised only if there 
are no raw material and transport 
bottlenecks and if sufficient orders 
are forthcoming. 
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Money Market J "- 

Thandiy, Morning 

A s was Expected, the inter-bank 
call money rate did not conti¬ 
nue long at 3 per cent after last 
week’s spurt, and by the middle of 
the week, money could be had free¬ 
ly at 2} per cent, in Calcutta, how¬ 
ever, call money continued to rule 
firm around 4 per cent. The easi¬ 
ness in Bombay is reflective of the 
comfortable position of banks. Al¬ 
though scheduled banks’ deposits 
from public fell by Rs 13.15 crores 
on August 2, this fall was made up 
by an increase of Rs 13.47 crores in 
deposits from other banks. As such, 
though their advances rose by Rs 
2.02 crores, their borrowings were 
up by only Rs 99 lakhs. On the 
contrary, they increased their balan¬ 
ces with the Reserve Bank by Rs 
2.15 crores, added Rs 4.84 crores to 
their investments and placed Rs 2.55 
crores more at call and short notice. 
The report of some banks placing 
funds returnable on three days’ 
notice with private business houses 
at 4.50 per cent is further evidence 
of the slackness in the demand lor 
funds and of the anxiety of bank¬ 
ers to employ idle money remune¬ 
ratively. 

The prevailing conditions, there¬ 
fore, indicate that the slack season 
is well-advanced and that money 
rates are likely to ease further; but 
the view is also held that since de¬ 
mand from industrial quarters is 
likely to continue at the present 
levels and may even expand and 
since investments in government 
securities and Treasury Bills yield 
relatively more, a decline of the 
call money rate to former low levels 
is unlikely. 

During the week ended August 9. 
active notes expanded further by Rs 
31.80 crores, causing a depletion of 
notes in the banking department by 
Rs 8.02 crores and necessitating an 
additional note issue of Rs 23.78 
crores. The Rupee Securities in the 
Issue Department were increased by 
Rs 27 crores to facilitate the note 
issue. Foreign assets further con¬ 
tracted during the week by Rs 2.89 
crores (Rs 2.58 crores last week). 
Central and State Governments’ 
deposit* both went down by Rs 
28.26 crores in the aggregate, but 
their borrowings from the Reserve 
Bank were reduced by only Rs 166 
crores. Scheduled banks’ deposits on 


«|.S^ ffepfejilnttMit vyent up tey fa.27 crO« 
crores white tftenT borrovitirtgs ih- rfi^ thfc net fall in investments 
creased by merely Rs 1.09 crores. . would amount to only Rs 5.02 
Reserve Bank’s investments were crores. 

depleted by Rs 52.62 crores, but The gilt-edged market continued 
since holdings of Treasury Bills in- to rule steady, but inactive, with 
creased by Rs 20.60 crores and the limited business on account of 
Rupee Securities in the Issue holidays. 
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BANKING RETUKNS 

(Rs crores) 


Reserve Bank 

Aug 9 

Aug 2 

July 12 

Aug 1< 
’62 

1 Note circulation 

2246 93 

2215.14 

2268.77 

2063.73 

2 Rupee coin 

113.43 

119.65 

114.81 

119.64 

3 Deposits 

(a) Central Govt 

101.44 

121.16 

90.94 

56.23 

<b> Other Govts 

24.26 

32,79 

5.69 

23.15 

(c) Banks 

86.40 

82.73 

93.98 

91.48 

(d) Others 

204.24 

204.64 

206.85 

204.84 

4 Foreign securities 

90.26 

9276 

95.89 

8974 

5 Balance abroad 

5.09 

5.98 

5.29 

5.16 

6 Rupee securities 

1931.32 

1904.32 

1955.67 

1757.00 

7 Investments 274.49 

8 Loans and advances 

327.11 

275.59 

277.81 

to Govts 

36.82 

38.48 

85.04 

30.62 

9 Other loans and 

advances 

144.65 

138.10 

132.06 

131.32 

Scheduled Banks 

Aug 2 

July 36 

July 5 

Aug 8 
’62 

l Aggregate 

deposits (net) 2161.59 

2174.74 

2140.85 

2049.73 

Demand (net) 

939.87 

928.49 

905.24 

797.89 

Time (netl 1221.72 

1246.24 

1235.61 

1251.84 

2 Cash In hand 

49.62 

51.45 

57.16 

48.67 

3 Balance with 

Reserve Bank 

81.48 

79.33 

97.76 

91.92 

4 (2) + (3) as 

of (1) 

6.06 

6.01 

7.24 

6.86 

5 Borrowings from 

Reserve Bank 

2.05 

0.34 

0.79 

2.43 


bills and/or pro- 


10 


mlssory notes 0.59 

0.09 

0.09 

0.12 

(b) Others 

1.46 

0.25 

0.70 

2.31 

Advances 

1274,23 

1272.14 

1315.94 

1211.63 

(a) State Bank 

248.54 

245.94 

265.50 

261.60 

(b) Others 

1025.69 

1026.20 

1050.44 

950.03 

Bills discounted 





(a) Inland 

162.93 

162.45 

161.85 

129,72 

(b) Foreign 

50.90 

51.46 

51.70 

47.48 

(c) Total 

213.83 

213.91 

213.55 

177.20 

(1) State Bank 16.28 

16.84 

17.68 

15.98 

(11) Others 

197.55 

197.07 

195.87 

161,22 

(6) + (7) as % 





of (1) 

68.84 

68.33 

71.44 

67.76 

Investment in 




Govt Securities 

692.01 

687.17 

661.04 

673,08 

(9) as % of (1) 

32.01 

31.60 

30.88 

32.84 

Bombay Money Rates 



(Per 

cent per 

annum) 




Aug 2 

July 26 

July 5 

Aug S 


Tall money 
from Banks 
Deposits 
Seven days 
Time* months 
8ut months 


1.00 

3.00 

3.7S 


3.10 

1.S2 

3.75 


1.49 


* 6 * 

0.54 


INDEX NUMBERS OF INDUSTRIAL 
PRODUCTION 

{Base : 1956 = 100) 

Feb ’63 

Minins and quarrying 177.4 

Coal 169.0 

Manufacturing 150.1 

Sugar 287.4 

Tea 14,3 

Salt 90.2 

Cigarettes 152.1 

Textiles _ 

Cotton 111.1 

■lute 106.8 

Woollen 145.6 

Footwear 194.9 

Paper & paper boards 193.9 


Rubber products 

179.0 

Chemicals and chemical 

products 

Basic industrial 

178.8 

chemicals 

281.8 

Heavy organic 
chemicals 

Heavy inorganic 


chemicals 

305.2 

Fertilisers 

192.0 

Paints 

142.6 

Soap 

129.6 

Matches 

87.7 

Petroleum products 

173.3 


3.00 


3.00 
3.50 
3.75 3.75 


Non-metallic mineral 
products (except pet¬ 
roleum and coal) 
Glass and glassware 
Cement 
Pottery 

Basic metal industries 
Iron and steel 
Pig iron and 
ferro-alloys 
Finished steel 
Copper smelting 

Aluminium 
Brass 

Metal products (except 
machinery and trans 
port equipment) 

Machinery (except 
eiei trical machines) 
Sewing machines 
Electrical machines 
Electric cables 
Electric motors 
Power transformers 
Electric lamps 
Electric fans 
Radio receivers 
Transport equipment 
Automobiles 
Bicycles 

Electricity Generated 

GENERAL INDEX 
Crude 

Seasonally adjusted 


178.7 


,, Jan ’63 

Dec *62 

Feb ’6: 

184.1 

188.0 

165.1 

175.0 

174,6 

145.1 

157.7 

157.1 

1S&7 

345.0 

273.3 ' 

306-S 

22.7 

43.0 

172 

10.6 

46.6 

64.0 

166.5 

167.4 

151.3 

117.9 

116.7 

107.4 

113.0 

111.2 

104.0 

116-0 

116.7 " 

101.5 

146.6 

155.1 

113.5 

185.6 

200.9 

165.0 

219.8 

218.7 

172.0 

187.9 

185.5 

161.8 

200.2 

203.8 

170.6 

321.5 

325.7 

261.7 

. 331.3 

312.4 

220.9 

361.0 

368.2 

303.9 

219.0 

219.0 

169.0 

142.0 

164.2 

145.9 

141.2 

133.1 

125.2 

92.8 

94.9 

82-5 

164.8 

203.1 

145.4 

207.5 

217.2 

175.3 

185.5 

184.4 

161.9 

194.9 

208.2 

158.7 

. 303.1 

315.8 

293.5 

256.0 

257.8 

195.8 

265.1 

264.9 

206.1 

350.1 

350.1 

261.1 

312.1 

312.1 

241.7 

99.1 

154.8 

149.1 

415.4 

392.0 

2(8.5 

177.9 

213.9 

142.0 

182.5 

197.5 

166.6 

315.1 

321.0 

277.6 

214.7 

269.2 

251.5 


255.5 
306.7 

239.9 

247.9 

257.1 

146.5 


155.5 

159.5 


228.7 
219.0 
.326.4 
318.0 
264.0 

345.7 
247.5 

137.4 
164.1 

162.4 
233.3 


162.4 

160.2 


239.9 

254.4 

343.1 

283.4 

252.5 

355.3 

284.5 

152.3 

178.9 

151.2 
238.7 


162.1 

155.8 


189.8 

262.2 

251.6 

189.6 

328.7 

236.7 

145.8 
188.1 

176.9 
205.3 


140.6 

144.3 


Source : Central Statistical Organisation (Industrial Statistics 
' Wing), Calcutta. 
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Group and Sub-group 

*4743 ,*41*8 

38438 21.7.62 

if • 

18».t 

188,1 

1863 

188,7 

Food Artfoteo 

SK? 

115.3 

110.1 

114.9 

1104 

W*3 

109.8 

5073 

lOfcf 

Fndw Jk Vegetables 

138.5 

’''''•4884'" 

1373 

1183 

Milk * Ghee 

129.4 

133.8 

134.8 

187,7 

Edible Oils 

151.3 

182.0 

ms 

156.0 

Flifa, Eggs dt Meat 

147.5 

1473 

1«.7 

1453 

Sugar and Gur 

194.4 

1934. 

1303 

1494 

Others 

190.0 

188.8 
* 1193 

189.5 

178.0 

Liquor and Tobacco 

119.8 

1193 

874 

Tobacco 

Fuel, Power, Light 4 

118.3 

1163 

1163 

343 

Lubricant* 

Industrial Raw 

1871 

187.1 

187.1 

1883 

1893 

Materials 

188.2 

1884 

1*84 

Fibres 

129.4 

130.0 

133.2 

1S0.8 

Oilseeds 

155.9 

156.8 

153.5 

1563 

Minerals 

93.4 

93.4 

93.4 

93.4 

Others 

124.8 

125.4 

125.4 

1253 

Manufacture!; 

180.6 

180.4 

186.4 

188.9 

Intermediate Products 

140.8 

140.2 

1883 

1423 

Finished Product* 

1284 

1283 

129.0 

126.7 

Textiles 

126.3 

126.0 

1264 

125.7 

Cotton 

135.0 

135.0 

135.4 

1293 

Jute 

B7.6 

97.0 

100.2 

113.1 

Woollen 

150.9 

150.9 

142.7 

1413 

Silk & Rayon 

136.7 

136.8 

1364 

1303 

Metal Products 

163.0 

163.0 

161.5 

160.5 

Chemicals 

117.2 

1173 

1173 

1153 

Oil cakes 

170.2 

170.7 

167.2 

158.6 

Machinery & Transport 



117.6 

Equipment 

123.8 

123.8 

1234 

Others 

128.4 

128.5 

128.2 

1253 

All Commodities 

185.8 

185.6 

184.7 

189.6 


Foreign Trade of India 

Merchandise Value 


Exports 
Re-exports 
Imports 
Balance of 
trade 


(Rs Crores) 

April '63- April ’62- 


June ’63 May ’63 

June ’62 

June *63 

June ’62 

56.95 

62.65 

49.25 

176.16 

148.49 

0.26 

0.37 

0.36 

1.03 

3.19 

85.35 

100.54 

93.98 

276.15 

273.87 

—28.14 

—37-52 

—44.37 

—98.96 

—122.19 


Source i Department of Commercial Intelligence and Statis¬ 
tics, Ministry of Commerce and Industry, Govern¬ 
ment of India. 


Electricity (veneration and Distribution 

(Million kW hours) 

April ’63 


Electriciiy 


generated 

2,047.0 

Electricity sold 

1,688.3 

Domestic 


consumption 

148.1 

Commercial 


light and 


small power 

85.0 

Industrial power 

1,221.8 

Public lighting 

19.8 

1 rrigation 

107.0 

Miscellaneous 

106.7 


Mar ’63 

April ’62 

1962-63 

1.976.2 

1,764.7 

22,093.7 

1,629.4 

1,455.8 

18,276.3 

142.7 

139.2 

1,729.2 


1,110.9 

13,014.9 

252.7 

917.2 

1,188.5 


82.5 94.7 

1,170.3 1,035.4 

20.7 18.9 

99.4 79.4 

113.8 90.3 

Source t Central Water and Power Commission, 


• M—di y ■■Eatcat AlMndia Crop 
Estimate* 196843 



Sice ... 

I 0 *** ■ 

BajM.' 1 ' 

Marie 

Ragi 

Small millet]. 

Wheat 

Barley 

Gram 

Tur 


Other kharif 
pulses 
Sugarcane 
Tobacco 
Potato 
Groundnut 
Sesamum 


Rapeseed and 
mustard 
Linseed 
Cotton 
Jute 
Mesta 


Sannhemp 


Arm (thousand octet) 


Current 

Ptevioui year’s 

estimate 

corresponding 

estimate 

80.496 

79,624 

25,825 

25,668 

25,569 

27,211 

10,738 

10,735 

5.079 

5,064 

9,020 

9,181 

32,776 

32,330 

8,104 

8,083 

23,315 

23,233 

5,648 

5.611 

13,046 

13,247 

5,489 

5,954 

932 

946 

834 

768 

13,677 

14,818 

5,603 

3,324 

2,954 

2,678 

3rf»ll 

3,017 

18,962 

18,245 

2,095 

2,280 

824 

915 

634 

650 


Percentage 
increase or 
■ • decrease 
(+) 1.1 



{+) 0.3 
(— Y 1.8 

111 li 
81 S 


(-) 1.5 
(—) 74 
(+r o.6 
(4-111.2 

< + ) 5.8 

< + ) 5-2 


(4-1143 
(—) 42 

(4-) 3.9 
(—)• 8.1 
(—) 9.9 


Source i Economic and , Statistical Adviser to the Govern. 

ment of India, Ministry of Food and Agriculture. 


India’s 

Foreign Exchange 

Reserves 

End of 


(As Lakhs) 

Amount 

Variations over 
the previous 
year/month 

1963 : 

June* 

288.99 

— 17.42 


May 

306,41 

+ 11,67 


April 

294,74 

— 36 

1962 ; 

June 

241,24 

— 9,13 


April 

274,21 

— 23,11 

1962-63 


295,10 

— 2,21 

1961-62 


297,31 

— 6,30 

1960-61 


303,61 

— 59,26 

1959-60 


362,87 

— 16,05 

1958-59 


378,92 

— 42,30 

1957-58 


421,22 

—259,88 

1956-57 


681,10 

—143.51 

1951-52 


786,69 

—164,72 

Source s 

Reserve Bank of India. 



Employment Exchangee 

{In *000*) 



May ’63 April ’63 

May ’62 

1962 





(Total) 

No of employment 





exchanges t 

350 

349 

342 

342 

No of registrations 

No of vacancies 

358.7 

320.9 

320.0 

3,844.9 

notified 

No of applicants placed 

87.7 

76.0 

75.7 

790.4 

in employment , 

No of applicants on 

46.1 

41.1 

41,5 

458.1 

live registers f 

2.633.2 

2,483.1 

1,981.6 

2,379.5 

* Except number of employment 
f At the end of the period.* 

exchanges. 



Source i Ministry of Labour and Employment, Government 
of India, 
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A Barren Debate 

• & 

'J’HE stalwarts from both sides of the House have spoken on Acharya 
Kripalani’s no-confidence motion against the Government as we 
go to press. It now remains for the Prime Minister to reply to the 
four-day debate. As was expected, the speeches from the opposition 
benches had little in common except that they were all directed against 
the Government. The communists who had at the outset dissociated 
themselves from the no-confidence motion directed their attack against 
S K Patil and Morarji Desai. But even the non-communist opposition 
which was united in supporting the motion was not able to agree on any 
common points of criticism against the Government. There were, gene* 
rally speaking, as many, often opposing, viewpoints as there were speak¬ 
ers. Even this need not have completely hamstrung their criticism of 
the Government had they done their homework systematically. 

Their ill-defined charges followed from a total lack of competent 
analysis of the malaise of our polity and economy. To talk of giving 
up planning or to argue against the development of the steel industry 
is just not to understand the country’s economic problems. In what 
specific respects has Indian planning failed and what possible alter¬ 
natives are open to the country — on these questions the opposition 
spokesmen had little to say. Criticism of the Goverment’s external 
policies also followed closely on these lines. 
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As for the Government, its strategy was clear from the very choice 
of its principal speakers. No one could have been expected to take 
the wind out of the non-communist opposition’s sails better than Patil 
and Morarji Desai. They could even he expected to evoke sympathy 
in the ranks of the motion’s sponsors by pouring ridicule on the com¬ 
munists. Patil in particular set himself the irrelevant and relatively 
simple task of scoring debating points off the communists ignoring, for 
instance, that the failure of agriculture was not a creation of the ideo¬ 
logy-befuddled imagination of the communists but a fact which had 
only recently led the Prime Minister to consider moving him to another 
Ministry. If Patil’s diatribe against the communists was irrelevant, so 
was Morarji’s elaborate defence of the Prime Minister. True, Dr Lohia 
had devoted a good part of his speech to a personal criticism of the 
Prime Minister, but his speech also contained some pertinent criticism 
of the Government’s policies to answering which the Finance Minister 
could have better addressed himself. 

tfo one will claim that all is well with the Government’s internal 
or external policies or that there is not considerable dissatisfaction is®® 1 * 
the country with certain particular measures. Even apart from 9#«h j 
dissatisfaction, in view of the developments in the economy as 
as in our external relations and in international affairs generally it can 
no longer be maintained that the content, though not the basic princi¬ 
ples, of the Government’s policies is beyond reconsideration. The debate 
on the no-confidence motion, if it was to serve any purpose at all, should 
have spotlighted the specific directions in which such rethinking is 
called for. This it did not do. The blame for this must rest almost 
equally on the opposition and the Government, 
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Planning Body for 
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Steel 


Out Calcutta Correspondent writes: 
T*HE Steering Group on Steel is 
a curious body. Its task osten¬ 
sibly is to help in the formulation 
of targets for the Fourth Flan for 
iron and steel, including special 
steels at one end and pig iron and 
ferroalloys at the other. It is com¬ 
posed of representatives of (a) the 
various Ministries concerned fn one 
way or another with steel develop¬ 
ment, (b) the three major public 
and private sector steel producers, 
(c) mining and other private 
interests, and (d) the Planning 
Commission. The Secretary of the 
Steel Ministry presides over this 
amorphous body which has no 
secretariat or permanent staff of its 
own. 

Since the actual decisions are 
made elsewhere, the role of this 
body seems chiefly to provide a fa¬ 
cade of consultation. It is not sur¬ 
prising, therefore, that it should 
have met just once in mid-1962, to 
lie told of the Ministry’s preliminary 
proposals for the Fourth Plan, and 
again at the beginning of this month 
to Ik 1 informed that the target of 
18 mn tons for the Fourth Plan 
has been formally approved by the 
Cabinet. Having fulfilled the super¬ 
ficial role set For it by the Ministry, 
the Group, it may he safely assum¬ 
ed.' will now fade out of existence 
without even a formal disbandment. 

While no tears need be shed over 
the Group’s fate — it was incap¬ 
able, as constituted, of performing 
any useful service — the need f° r 
a body which brings together all 
the many agencies concerned with 
the development of the steel in¬ 
dustry remains. The size of the task 
following from the high targets in 
view makes this obvious. If 18 mn 
tons of steel are to he produced, 
coking coal output will have to go 
up from 24 mn tons expected to 
be raised by the end of the Third 
Plan to 55 mn tons in 1970-71, an 
annual increase of more than 6 mn 
tons. Coal washing capacity will 
have to rise in step as it may be 
assumed that all supplies to steel 
plants will in future have to be 
washed to keep the average ash 
within the maximum tolerance. 

Iron ore requirements will go up 
to 28 nrn tons and limestone to 


9 mn tons. In respect of limestone 
and dolomite—specially the high- 
grade supplies required for steel¬ 
melting — the position is indeed 
difficult as the basic geological data 
about occurrences within a reasona¬ 
ble distance of steel plants are still 
incomplete. 

Raw materials constitute only 
one aspect of the whole problem. 
Manpower is in some ways a more 
difficult issue because the time taken 
in training up new cadres cannot 
be abridged except to a very limited 
extent. It is, therefore, not too early 
to start recruitment and training 
right now. This calls for manpower 
planning in great detail and depth, 
a task which is not tackled by some 
committee trotting off figures of 
the number of operatives, etc, that 
will be required. 

The most challenging task in 
relation to the Fourth Plan steel 
programme is the development of 
indigenous equipment manufacture, 
supplies and services to reduce im¬ 
port needs. Roughly half of the 
total investment on new capacity 
during the Second Plan was in 
foreign exchange, and the propor¬ 
tion has not been substantially re¬ 
duced in the case of the current 
expansion schemes. (Last week 
at the inauguration of Rourkela’s ex¬ 
pansion programme, the cost of the 
expansion from I mn to 1.8 mn 
tons was quoted as Rs 105 crores, 
and the foreign exchange compo¬ 
nent as Rs 48 crores notwithstand¬ 
ing the built-in capacity in primary 
mills). 

The import content of investment 
will have to be curtailed, as rapidly 
as possible, for growth in steel to 
be at all possible. The tentative 
estimates mentioned to the Steering 
Group envisage a total investment 
in the iron and steel industry of 
upwards of Rs 2,000 crores with 
a foreign exchange component of 
Rs 800 to 900 crores. Obviouslv 
there will be very great difficulty 
in letting steel take away such a 
large slice of whatever foreign ex¬ 
change resources are available by 
way of aid. If import constraints 
are not to hold up the steel pro¬ 
gramme, ways must be found of re¬ 
ducing our dependance on imports. 

This requires, in effect, preparing 
a blueprint for indigenous manu¬ 


facture covering both public and 
private sector engineering capacity. 
Efforts must be simultaneously made 
in two directions: assessing in detail 
the equipment requirements of the 
iron and steel industry and the 
indigenous • manufacturing capacity. 
This will call for standardisation of 
equipment on the one hand, and 
for making the necessary additions 
to manufacturing capacity on the 
other. The foreign exchange re¬ 
quired for the latter will have to 
lie expeditiously found to moke 
possible larger import saving sub¬ 
sequently. 

All this involves planning and 
coordination. How is this effort to be 
directed? Shri Jehangir Ghandy of 
Tatas put forward at the Steerimi 
Group meeting the idea of a Steel 
Development Board on the lines of 
the IJ K Iron and Steel Board. 
While the British Iron and Steel 
Board may not be the appropriate 
prototype, the need for a central 
agency working full-time on the 
many tasks following from tile steel 
programme is indisputable. .Some 
people see this agency in the form 
of a cell in the Steel Ministry. A 
suggestion to this effect was made 
at the Steering Group meeting by a 
Planning Commission official. 

The Steel Ministry performs an 
executive function and its chief 
concern, quite properly, is with the 
tasks of today. A planning organi¬ 
sation must stand apart, to be able 
to view problrrns with a degree ol 
detachment. Its proposals will 
eventually come up before the Mini¬ 
stry for derision, but that is precisely 
why it should be separated from 
the latter. It should have n dis¬ 
tinct identity if it as well as the 
Ministry are to act objectively. 

The approach Shri Subrauianiam 
has brought to the problems of steel 
is basically right — except for the 
aberration over the retention price 
— but it remains to be seen whether 
he will carry it to its logical con¬ 
clusion by giving steel a- planning 
organisation capable of spelling 
out in detail the implications of 
bold expansion programme and of 
initiating the preparatory work 
without which the programme will 
remain on paper. 
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npHE report which the University 
Grants Commission lays annual¬ 
ly before Parliament does not usual¬ 
ly stop with listing the Commis¬ 
sion's achievements but goes on to 
discuss unsolved problems and in¬ 
complete tasks. The achievements 
recorded in the latest report are 
not inconsiderable; establishment of 
five new universities; rapid expan¬ 
sion of student enrolment; increased 
grants for expanding facilities for 
teachers; valuable work, hailed h 
the report as “significant collabo¬ 
rative effort”, by a number of com¬ 
mittees which include several emi¬ 
nent scholars. There is also the 
somewhat sweeping statement that 
‘standards at the post-graduate and 
research levels in many of our uni¬ 
versities have improved substanti¬ 
ally during the last few years”. 

There is also the other side of 
the medal. The increase in teaching 
staff has lagged behind student en¬ 
rolment. As a result there has been 
a further rise in the already high 
student-teacher ratio. Further, not 
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failures 

high ffi 'Ttre ■ ^itSro rfiations, too 
many of die successful graduates 
are just scraping through, getting 
the bare minimum marks. Improve¬ 
ment in the teaching and examining 
methods of the Universities are re¬ 
cognised as “extremely important”. 
But the rush for admission to col¬ 
leges threatens to push down the 
already precarious standards. The 
Commission emphasises that “from 
a purely economic point of view, it 
is necessary to see that only sitch 
students are admitted to our uni¬ 
versities as are most likely to bene¬ 
fit from University education”. 

True, educational facilities, es¬ 
pecially at the higher levels, are a 
scarce resource to be used in ac¬ 
cordance with the principle of 
maximising returns. But education 
is also a social service and the 
under-privileged sections of the 
population expect, as a matter of 
right, preferential treatment in the 
access to it, the principal means of 
improving their lot. It is not, there¬ 


fore, easy to sustain “merit” (what¬ 
ever that may mean) as the only 
criterion to regulate college admis¬ 
sions. The U G C has introduced a 
measure of selectiveness in post¬ 
graduate education by limiting its 
development grants to selected col¬ 
leges , on the basis of facilities and 
staff available. But such selection 
would hardly be possible or practi¬ 
cal at the under-graduate level. 

According to the UGC, improva- 
ment in standards is a matter of 
lowering the pupil-teacher ratio, 
popularising tutorials and seminars, 
and reforming the examination sys¬ 
tem. All these are important, no 
doub^ but the faith in their efficacy 
is based on the tacit assumption of 
adequate preparation at the pre- 
university level. Too much is taken 
for granted and plans are made for 
elaboration of the superstructure, 
while the foundation continues to 
grow weaker. Secondary school edu¬ 
cation is not the U G C’s concern, 
but for that reason its bearing on 
standards in the universities is not 
reduced. 


Weekly Notes 


Bombay Strikes 

THE remarkable equanimity with 
which the citizens of Bombay 
weathered the 10-day municipal 
workers’ strike and the one-day gene¬ 
ral strike must have been galling 
equally to the sponsors and the op¬ 
ponents of the strikes. The State 
Government and the Congress trade 
unions had expected to be able to 
torn the wrath of the public against 
the striking workers. They were 
'dearly disappointed and all talk of 
"a whole city being held to ransom” 
fell on deaf ears. As for the strik¬ 
ers themselves, the public attitude 
"as such as to make them feel some¬ 
what ignored. Even on the two 
days when the strike of the public 
transport workers threw his daily 
routine out of gear, the Bombay 
citizen was unperturbed — his ans- 
' vor to the breakdown of the trans¬ 
port system was to stay at home 1 
'^ s a result, even the few buses 
" hkh the BEST was able to put on 
the roads with the help of imported 
htate Transport workers mostly ran 


near empty and the lorries the Gov¬ 
ernment had stationed at the railway 
stations to ferry those arriving by 
the suburban trains to their places 
of work were certainly not over¬ 
worked. Of course, the unusual dis¬ 
cipline among the strikers also con¬ 
tributed to the fact that the strikes 
caused no more than a ripple in the 
city’s life. 

Though organised by the non- 
Congress, mainly socialist, unions, 
and though the strike of the civic 
workers tapered into the general 
strike and ended with it, the two 
strikes were distinct in their charac¬ 
ter and purpose. The latter was a 
general protest against rising prices 
and the Compulsory Deposit Scheme. 
Its near-complete success was testi¬ 
mony as much to the fact that the 
resentment of those who struck 
work found an echo in the hearts of 
many others who did not actually 
participate in the strike as to the 
utter ineffectiveness of the Congress 
trade unions which, with the support 
of the Government, had actively 


tried to prevent the strike. 

The Municipal strike, on the other 
hand, was the outcome of a specific 
dispute between the Municipal Cor¬ 
poration and its workers who have 
demanded a 25 per cent increase in 
their dearness allowance to compen¬ 
sate for the increase in prices. The 
strike was withdrawn, it would ap¬ 
pear, largely owing to the interven¬ 
tion of Defence Minister Chavan 
who assured the workers from Delhi 
that he would consider it his moral 
responsibility to secure a fair deal 
for them. Chief Minister Kannam- 
war had also held out the assurance 
that he would see to it that “justice” 
was done. It is, therefore, a little 
surprising to read the reported state¬ 
ment of the Chief Minister after the 
strike was withdrawn that he intends 
to leave the demands of the workers 
to he dealt with by the municipal 
authorities. *If a couple of mtys 
earlier he had offered to intervene 
in the dispute, what has happenec 
since to change the situation ? Is it 
because the strike leaders did not 


!/• on 



August 24, 1963 



call off the strike when he had asked 
them to ? This is sure!) too narrow 
a view to take anff cun only do da¬ 
mage to the prestige of the Govern¬ 
ment and the Congress, a fact which 
has not been lost on some other 
Congress leaders like the Presidents 
of ttie Maharashtra and Bombay 
Pradesh Congress Committees and 
the Maharashtra unit of the 1NTUC 
who have most demonstratively ap¬ 
pealed to the Government to treat 
the grievances of the civic workers 
“ very sympathetically 

Pharmaceuticals Export 

important step was taken to¬ 
wards stepping uj) the export of 
basic chemicals and pharmaceuticals 
with the inauguration of the Basic 
Chemicals, Pharmaceuticals and 
Soaps Export Promotion Council in 
Bombay last week. There is already 
an Export Promotion Council for 
rubber goods, paper, glass, paints 
and some other consumer goods 
with its offices at Calcutta. The 
membership of the newly-formed 
Council will be open to both manu¬ 
facturers and merchant-exporters 
and it will be the function of the 
Council to extend all facilities to 
them to increase exports, An export 
target of Bs 14.84 crores per year 
has been suggested for these indus¬ 
tries. This includes Ks 1.5 crores 
worth of dyes, Rs 0.09 crore of 
organic chemicals, Rs 1 crore of 
insecticides and pesticides, Rs 2.5 
crores of plastic, Rs 0.75 crore of 
soaps and cosmetics, Rs 1 crore of 
inorganic chemicals and Rs 8 crores 
of pharmaceuticals. 

Dr C P Kane, Deputy Director- 
General of the Development Wing, 
Ministry of Commerce, speaking at 
the inauguration of the Export 
Promotion Council suggested that 
the chemical industry should con¬ 
centrate on high value products in 
its export effort. It should manufac¬ 
ture and export “sophisticated” and 
quality products. He assured the in¬ 
dustry that export incentives will 
always be granted in the form of 
supply of scarce raw' materials and 
compensation for losses on exports. 

Without sounding pessimistic, it 
must be said that the target of ex¬ 
port of Rs 15 crores for dyes, orga¬ 
nic chemicals, drugs and pharma¬ 
ceuticals 4 tf>pears to be definitely 
ambitious. Export incentives are es¬ 
sential and very useful but it is 
weJi known that our cost of pro¬ 




duction in these lines of manufac¬ 
ture is on the high side. Unless 
costs are brought down by the use 
of the latest technologies and pro¬ 
cesses and by the manufacturing 
units achieving economic outputs, 
export incentives will not help much. 

While evaluating the export po¬ 
tential of our relatively young 
chemical and pharmaceutical in¬ 
dustry, we cannot ignore that in 
the United States and in the coun¬ 
tries of Europe the accent today is 
less on production, more on finding 
markets. In most of the traditional 
chemieals-manufaeturing countries 
there is today substantial excess pro¬ 
duction capacity for a number of 
products. In the European Common 
Market countries, for instance, pro¬ 
duction of organic chemicals, plas¬ 
tics and dyes in 1960-61 was only 
about 80 per cent of the rated capa¬ 
city and this year it may be even 
less. Also, the export potential of 
the Soviet Union and the countries 
of Eastern Europe continues to 
grow from year to year. At 
the same time, the developing coun¬ 
tries, which are our principal poten¬ 
tial markets, are striving to be 
increasingly self-sufficient. It is 
against this background that the ex¬ 
port task set for the chemical and 
pharmaceutical industry has to be 
judged. 

The proposed move to modify the 
patents law pertaining to drugs and 
processed foods may also have its 
impact on exports. There is appre¬ 
hension, not entirely baseless, that 
modification of the patents law may 
adversely affect exports of chemicals 
and pharmaceuticals since, if the 
patent laws are made less stringent, 
Indian products may become non 
grata in countries which recognise 
international patents. Of course, a 
decision on modifying the Patents 
Act has to he based on much larger 
considerations and it is possible that 
the favourable impact of a change 
on the development of the indige¬ 
nous industry and on internal prices 
may more than outweigh the ad 
verse effect on exports. 

Re-rollers and Decontrol 

M UCH of the debate on the 
nature, scope and form of steel 
decontrol has come to centre on the 
treatment of billets. The steel pro¬ 
ducers are opposed to partial de¬ 
control. To retain price control on 
billets while removing it on re- 
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rollers’ end-products would be, they 
feel, an ansmoly, which would lead 
to undesirable competition in the 
products common to major produ¬ 
cers and re-rollers. The re-rollers, 
on the other hand, have been most 
vocal in protesting their vulnerabi¬ 
lity. Some weeks ago, the Chairman 
of the Steel Re-roiling Mills Asso¬ 
ciation elaborated on the difficulties 
faced by the industry which place 
it at a disadvantage compared to 
the main producers. While he wel¬ 
comed decontrol “in principle”, he 
also pleaded against hasty measures 
that would hurt the industry. Others, 
too, have taken pains to explain 
that this desire for the continuation 
of controls is not inconsistent with 
the ideal of free enterprise. The 
chairman of Mukand Iron & Steei 
Works, for instance, wants "the 
largest measure of economic free¬ 
dom that is consistent with our col¬ 
lective social ideals”, but is scepti¬ 
cal about decontrol that would un¬ 
duly inflate raw material prices. 
His view that billet prices should 
be decontrolled only if adequate 
supplies are ensured is apparently 
shared by all re-rollers. 

The Ministry of Steel is apparent¬ 
ly sympathetic to this viewpoint. It 
is reported to favour partial de¬ 
control which would leave billets 
unaffected. And this is beginning to 
look like being the major point o( 
discord in the discussions on the 
overhaul of steel price control. 

In its final report the Raj Com¬ 
mittee may, of course, have some¬ 
thing more conclusive to say on this 
issue; in its interim report it did 
not go into the problems of the re¬ 
rollers. But in principle decontrol 
of billets is only in keeping with 
the logic of a free market in steel. 
Re-rollers would be free to deter¬ 
mine the prices for their end-pro¬ 
ducts and to adjust their production 
pattern to suit the pattern of de¬ 
mand. As for their raw material, 
while the main producers should 
have fixed retention prices for bil¬ 
lets, the prices pa iff by re-rolh i- 
woulci be determined by market 
conditions, depending, among other 
factors, on the scale of purchase* 
and the excise duty charged by the 
Government. 

The possible consequences of de¬ 
control have also been worrying 
small consumers of steel products. 
While the present control system 




has arit benefited them once''few 
can get steel products at the coat 
rolled prices, they an.afraid that 
decontrol might worsen their pew* 
tion. The fears of small industries 
must weigh‘with the Government, in 
whose economic thinking small in¬ 
dustries have a special place. If, 
as suggested by the/ Raj Committee, 
priority in steel allocation is decid¬ 
ed "according to the end use «f 
supplies -demanded, and not accord¬ 
ing Jo the ageucy or onit which, 
makes the demand”, the small con¬ 
sumer need not necessarily find him¬ 
self in a hole. But the Committee 
admits only two types of priority— 
overriding priority for defence , 
needs and ordinary priority for 
“basic industries” and of “vital 
social, overheads”. So special mea¬ 
sures will have to be taken to -en¬ 
sure availability of a fair share of 
steel products to the small man. 
One way of doing this would be. to 
“bulk” the demands of a number 
of small consumers and place the 
orders directly with the main- pro¬ 
ducers. But this assumes the crea¬ 
tion of suitable agencies to act, on 
behalf of the small consumers, to 
place the orders for them. and to 
distribute the supplies among them. 

Pool for Every Route 

T he International Air Transport 
Association put an end to fare 
cutting among international airlines. 
Other forms of competition are also 
being fast circumscribed. While 
mergers like the proposed one bet¬ 
ween TWA and Pan-Am and the 
rumoured one between BOAC and 
REA are possible only among air¬ 
lines of the same nationality, the 
so-called “pool” arrangements arc 
becoming increasingly popular. The 
basic principle of such arrange 
merits is the sharing of common 
traffic right between two points, with 
the pooled .revenue being divided 
in proportion to the ’ capacity that 
each airline operates on the route. 

The biggest such arrangement at 
present is among the airlines of the 
Common Market countries, France, 
f ederal Germany, Italy and Belgi¬ 
um. Air France, Alitalia,' Lufthansa 
and Sahena, the airlines concerned, 
have a long-term plan, spread over 
ten years, of integrating themselves 
into a consortium to be known as 
the Air Union which will make them 
for all practical purposes one giant 
airline, , ; ,, 
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Air-lndia has pool arrangements 
with the Soviet airline Aeroflot on 
the Delht-Maicow •• route and . with 
Caech -Airlines da the Bombay-Pra- 
gue route. But its most important 
arrangement is with BOAC and 
Quantas which .covers all its other 
routes except' the Bombay-Nairobi 
one. Last, week it was announced 
that from next month Air-lndia 
will operate on this route also under 
a pool arrangement — with East 
African Airways. Air-lndia will 
thus have pool arrangements on all 
its routes. The' small size of its fleet 
and its exceptionally widespread 
route network make Air-lndia a re¬ 
latively low frequency- operator and 
pool arrangements have, therefore, 
a special attraction for it. 

jfinder the tripartite agreement 
with BOAC and Quantas, Air-lndia 
and its two partners complement 
each other’s services. This enables 
the three airliners to spread out the 
days of operation and the points of 
call tp meet the requirements' of 
traffic better. As a result, the pub¬ 
lic has a greater choice of services 
and the airlines are better placed 
to increase their joint share of the 
traffic and also to affect economies 
by maintaining certain , common 
services. The services of all three 
airlines are sold by each partner 
since it does not matter on which 
airline the traffic is carried. The re¬ 
venues collected by the three air¬ 
lines are pooled and shared accord¬ 
ing to predetermined ratios. ' 
According to Air-India’s annual 
report for 1960-61, the first full 
year of operation of the arrange¬ 
ment With BOAC and Quantas, “the 
effect of 'the Tripartite partnership 
during the year was to obtain for 
the partners a greater share of the 
total available traffic in the face of 
severe international competition 
further enhanced since the introduc¬ 
tion of large jet aircraft on compe¬ 
ting services and the creation among 
some of them of partnership ar¬ 
rangements and consortiums of their 
own”. The tripartite agreement also 
enabled Air-lndia “to extend its 
services to New York almost simul¬ 
taneously- with the introduction of 
Boeing jet aircraft on existing rou¬ 
tes. If it had continued to operate 
on its “own, the Corporation would 
nof have attempted two such impor¬ 
tant tasks at-die same time and the 
extension to New York would have 
been postponed by another year”. 



Pool arrangements are most- ef¬ 
fective on the highly. competitive 
routes, like the. Ipdia-UK-USA one, 
where, were Air-lndia to operate on ' 
•its own,- its limited capacity would, 
place it at a disadvantage compared 
to its bigger-competitors. Bombay- 
Nairobi is not at present such a 
route, though, of course, with the, 
independence and development of 
Africa, traffic is bound to increase. , 
Both Air-lndia and EAA 1 now ope- 
rate two flights on thin route .though 
Air-lndia has the larger -capacity. 
The agreement' with the EAA has . ' 
perhaps been concluded with ap 
eye on considerations other than the 
immediate commercial advantage.. 
The. EAA is a British,owned airline,' 
but it may not remain so after 
Kenya’s independence and the' pre¬ 
sent agreement may, stand Air-lndia, 
in good stead if at Borne future date- 
- the Government of . independent 
Kenya should decide to take stop*, 
to give special advantages to its 
national airline. 

Reviving Capital Market- 

THERE has been no lack of sug¬ 
gestions and proposals , for 
reviving the capital market. Share , 
brokers and stock exchange opera¬ 
tors, who almost identify the stock 
exchange with the entire econorriy, 
had no hesitation, at one time, \tt 
asking for a massive, intervention 
by the Life Insurance Corporation, 
The industrial community, how¬ 
ever, reacted to this proposal in a 
decidedly hostile manner, ostensibly 
on the ground that this would 
bring in nationalisation through 
the back-door. The real arid Im¬ 
mediate reason for this reaction, . 
however, may have been the fear 
that if the L I C succeeded in prop¬ 
ping up the market, their case 
against the super-profits tax would 
have no legs to stand on. 

The L I C, too, has been none 
too eager to come to the aid of. 
of the capital market. The ghpst 
of the Mundhra deal still haunts, 
and, in any case, the, L I C is nOC 
prepared, and rightly, to ride the 
funds of jts policy-holders in <r 
weak market. True, the Govem- 
irierft may want the L I C to use- 
its funds at times to bring about s 
a “technical correction” of the ‘ 
stock market. But action to re¬ 
verse basic trends which really^ 
reflect the general economic cli¬ 
mate is clearly a different matter^ 
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In a note prepared for the ftCCI 
Seminar of private and public sector 
undertakings held early this raenth 
in New Delhi, Shri B K Kaul, 
Chairman of LIC, attributed tht 
stamp in the new issues market to un¬ 
healthy business practices, which 
have undermined the confidence of 
the investors. Kaul specifically men¬ 
tioned the lavish spending by pro¬ 
moters while their companies snow 
losses, the unwillingness of many 
promoters to shoulder the full -bur¬ 
den of their financing responsibili¬ 
ties, unjustified inter-company invest¬ 
ments within the same group, exces¬ 
sive diversification and incompetent 
management. While the existence, 
of these malpractices is well known 
and Kaul did well to speak out 
against them, that they are mainly 
responsible for the slump in the 
new issues market is, however, not 
so obvious. 

There is something to be said 
instead for the view that if investors 
are cool to new issues and credit 
for industrial expansion is much 
tighter, the blame does not lie prin¬ 
cipally with the super-profits tax 
or the malpractices of promoters. 
For, occasional spurts notwithstand¬ 
ing, had not the stock market boom 
started petering out long before the 
Chinese crossed our borders and 
Morarji brought in the S P TV 
Twp consecutive bad crops, a steady 
increase in production costs, the 
grave turn in the foreign exchange 
position, delays and cost over-runs 
in public as well as private projects 
— all these factors have dampened 
investment prospects far more than 
the actions of the Chinese, the 
Finance Minister and the unscru¬ 
pulous promoters taken together. 
The capital market cannot he re¬ 
stored to vigour till there is a sub¬ 
stantial improvement in the over-all 
economic situation. All that can he 
done in the meanwhile is to unclog 
the market. 

How should this be done? After 
many and long conferences, the 
Government is reported to have de¬ 
cided that the I F C and the ICICI 
should underwrite more actively 
and hold their investments some¬ 
what longer. Now, it is on» thing 
tO underwrite or subscribe to new 
issues or extend loan assistance, a 
second to prolong the period lor 
dw new issues aie held, and 
" aurry oat open market 



operations. From press reports it 
seems fairly clear that open 
market operations by these insti¬ 
tutions are not contemplated. So 
far as the other two forms of sup¬ 
port are concerned, the extension 
of fresh assistance depends upon 
the availability of suitable projects. 
Loan assistance by these institutions 
has never been limited by the lack 
of funds or the willingness to lend. 
It is mainly the shortage of foreign 
exchange, delays in licensing and 
the lack of sound projects which 
have held up the pace. As for the 
postponement of sales of investment, 
it is after all only a negative support. 

But if a mere gesture is ail that 
the market feels that it needs from 
the Government and all that the 
Government is willing to make, 
why keep on going round and round 
in these, circles? Why not abolish 
the super-profits tax and raise the 
corporation tax by a straight 5 per 
cent ? 

Policy for New Issues 

JT has been suggested that a statu¬ 
tory board should be set up to 
administer the control of capital 
issues. This is, obviously, a counsel 
of desperation which ignores past 
experience with the working of 
statutory boards and commissions. 
It may be that what the sponsors of 
this proposal really want is a ma¬ 
jor revision of the Government’s 
present policy in respect of capital 
issues, repeated protests and repre¬ 
sentations having failed to impress 
the Finance Ministry, Then why not 
come out and say so ? 

There is at present an advisory 
committee on capital issues control 
but it has no executive powers and 
the Government is free to accept or 
reject its views on matters of poli¬ 
cy. The question of capital issues 
control was discussed in some detail 
in the issue of May 18, 1963 (pp 
798-99) where it was pointed out 
that control over capital issues as 
it is now implemented has ceased to 
serve much of a useful purpose. But 
the Setting up of a statutory board 
cannot be a substitue for fresh think¬ 
ing and a new policy. Should Lhe 
Government agTee to set up such a 
board, it would consist mostly of 
officials who would merely carry 
out Government directives. Nor 
would the presence of eminent in¬ 
dustrialists and financiers on it, by 
itself, bring about a policy change. 
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Past experience showis that eminent 
non-officials who might be cboseu 
foi^ this board would in fact be 
part-time members, holding sine 
cures. A statutory board tan he 
genuinely independent only if it 
consists for the most part of genu¬ 
inely independent non-officials who 
serve in a full-time capacity, So 
long as such independent full-time 
members are not available, a statu¬ 
tory board would serve no purpose 
at all. 

In any event, there are no statu¬ 
tory boards of independent non¬ 
officials for matters like industrial 
licensing or the administration of 
company law for which the Bhabha 
Committee had in fact recommend¬ 
ed a statutory commission. Govern¬ 
ment feds, and perhaps rightly, 
that it cannot leave the implementa¬ 
tion of vital economic policies to 
such authorities. 

Leaving aside this misplaced faith 
in statutory authorities, there does 
appear to he a case for rethinking 
on two aspects of capital issues 
control. Why should the Controller 
of Capital Issues bother himself un¬ 
duly with the exact premium which 
is charged on new issues by an 
existing company ? Similarly, why 
should almost all newly-established 
companies having foreign participa¬ 
tion he required to offer part of 
their share capital to the public ? 
Even if the Government is convinc¬ 
ed that “a wider dispersal of share¬ 
holding is no less desirable as a 
matter of economic policy than as 
an essential of sound company 
practice”, the ends of policy would 
be adequately served if compulsory 
public participation is laid down 
for projects estimated to cost more 
than a specified amount. The issue 
of share capital to the public often 
means considerable delay in the 
implementation of projects, which 
is justified only if the capital to be 
raised is substantial. There is little 
sense in requiring companies to 
cone on the market with issues of 
a few lakhs of rupees as has happen¬ 
ed, in many cases recently. 

Correction 

In Amartya Kumar Sen’s reply 
Dasgupta’s comment on 
“Sociological and Economic Expla¬ 
nations” which appeared in our 
last issue, on page 1417, col 2, line 
22, please read “if B then A” ins¬ 
tead oI “if A then B”. — Ed. 
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'J'HERE is occasion no more to 
question the education of West 
Bengal’s politicians in the legisla¬ 
ture. 5fcre than a hundrea of 
them, ail belonging to the Congress, 
have, it is stated, proved they can 
at least sign their names by lending 
their signatures, not thumb impres¬ 
sions, to a memorial not to the 
Prime Minister but to Shri Jtfwa- 
hartal Nehru, “Leader of the Con¬ 
gress’ 7 . They are said to have de¬ 
manded action against Law Minister 
A K Sen who, it is alleged, directs 
and controls a Bengali newspaper 
in Calcutta in which “pungent” 
articles and slanted reports have 
appeared against Atulya Ghosh in 
particular and the West Berigal 
Congress in general. They want 
their “respected leader” protected. 
The protectionists are against free 
tirade, which is perhaps fair enough; 
it is the manner of the protest, this 
signature campaign, which war¬ 
rants reflection. 


Anyone familiar with the nature 
of nationalism in Bengal knows 
that its literary content was extra¬ 
ordinarily high; it could hardly be 
otherwise with Tagore bestriding 
the Bengal scene like a Colossus in 
every department of life. That the 
country’s national anthems, two, 
were composed in Bengal is only 
a small part of the evidence. Nume¬ 
rous are the songs, plays, essays 
and novels produced at the time on 
the theme of nationalism; in the 
twenties and thirties there was not 
a child in Bengal who did not have 
half of them by heart; some could 
sing tunefully too. This artistic 
aspect of nationalism was so domi¬ 
nant that it often seemed to consti¬ 
tute tlie whole movement. With 
plenty of junk, things of abiding 
literary value also were produced; 
when the Chinese attacked, for in¬ 
stance, All India Radio fell back 
heavily on Tagore, Dwijendralal 
Roy, Rangalal Bandyopadhyay and 
others. That literary creativity is 
now reduced to “pungent” articles 
and dictated signatures, legible or 
otherwise. Truly has the Bengal 
scene changed. 

Paper War 

The squabble between Asbok Se« 
and Atulya Ghosh is full of inti- 
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rest, nuunly comic. The former, 
a prosperous lawyer with not mud) 
of a political past, or future, was 
brought into the game by the late 
Dr B C Roy in the heme that all 
power would not immediately pass 
into the hands of those who had 
little to say for themselves except 
that they had spent some yearn in 
prison, Atulya Ghosh for instance. 
The plan, worthy or otherwise, re¬ 
ceived its first jolt when another 
such recruit of Dr Roy, Siddhartha 
Ray, a lawyer of moderate success, 
resigned his Ministership. The plan 
died when Dr Roy did; but Ashok 
Sen was by then an addict, politics 
being highly habit-forming. But the 
poor man had no political base in 
the State and still hasn’t got one; 
this is true in spite of his electoral 
success. 

But, in the language of the turf, 
Ashok Sen is a trier, if not a win¬ 
ner. He also seemed a near-favou¬ 
rite of the Prime Minister, no pun¬ 
ter hut likes about him people that 
are pliant. Sen also has money, 
his own and other people’s. So he 
started various benevolent societies, 
with the aid of a cousin of a Bengal 
Minister who controls two power¬ 
ful newspapers which, are, under 
direction, lukewarm in their sup¬ 
port of Atulya Ghosh. One of these 
papers recently sacked its editor, who 
is now working for another paper; 
the latter is the vehicle in which the 
supposedly “pungent” pieces appe¬ 
ared. Ashok Sen is correctly beli¬ 
eved to have much to do with the 
paper. All this is a bit complicat¬ 
ed, obscuring who is doing what 
and to whom; but then politics in 
West Bengal is complicated. 

Sen and Sense 

Men around Sen are putting out 
the story that the Home Minister, 
Lai Bahadur Shastri, has told the 
signatories where they get off, that 
they had not thought of protesting 
when another Congress leader, Ja- 
waharlal Nehru, had been the sub¬ 
ject of sutained attack in another 
Bengali daily, friendlier with Atulya 
Ghosh. On the other hand, the 
political fortunes of Atulya Ghosh 
are evidently, in the ascendant. If 
Prsfuila Sen resigns, Ghosh is the 
obvious successor. If through Bijn 
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Patnaik, and then through Indira 
Gandhi, Ghosh succeeds in improv¬ 
ing Nehru’s opinion of him, he may 
yet become Congress President, The 
source of all power, a firm base in 
the State of one’s origin, is all there 
for Atulya Ghosh. If Sen had any 
political sense, he would long ago 
have made his peace with Ghosh; 
he yet may, for no principles ate 
involved in the row; and, in any 
event, neither party can be credited 
with an undue respect for principles. 

The only snag is that Ghosh has 
not much use for Sen, no great 
political asset to anybody; so that 
the surrender demanded may be 
unconditional; and even then the 
prize may be elusive. Be it re¬ 
membered that none of these go- 
ings-on in the various State Con¬ 
gresses would be possible if parties 
thereto did not have supporters in 
New Delhi. In this game of likes 
and dislikes Shri Nehru is an active 
participant. 

Signers and Resigners 

There is an element of unreality 
about it all. If Sen thinks, as he 
is said to, that Nehru likes him and 
dislikes Atulya Ghosh, whether true 
or not, just what does either mean 
in terms of either’s political future? 
Perhaps not much. Those who 
signed for Ghosh, and against Sen; 
read the signs correctly when they 
back Nehru's non-favourite. Ghosh 
has demonstrated his skill in win¬ 
ning; elections; Nehru is unlikely to 
carry his alleged dislike of him to 
the detriment of the interests of the 
Congress Party. Sen, by compari¬ 
son, is immensely expendable. 
Ghosh knows it, even if Nehru doea 
not. (This is being written before 
Nehru has announced his decisions, 
such as they may be, on the Kama- 
raj plan.) 

Ashok Sen, a political light- 1 
weight, is up against not only 
Atulya Ghosh, an undoubted heavy¬ 
weight, but also against the many 
things and forces he stands for; an 
additional disadvantage of Sen’s is 
that he is not known to stand for 
anything at all, good, bad or in 
different. He says, or his editor 
says, that he stands for a thing 
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f} . pdled Nehru, a mortal quan%;~ 
^ like Dr Roy, who brought him in- 
to politics on a set of assumptions 
>, ■that are totally irrelevant in poli¬ 
tics today. Benevolent societies 

‘ and acquisition of newspapers dc 
not determine anyone’s political 




future. Ghosh like* being praised ten, wort few lort few 

by newspaper*, but he knows their, read anything. Set tmay yvt, be 


unimportance.' His recent attempt 
to tame an editor was certainly 
jnaladroit; but only his cailower 
supporters are worked up about 
what is written on him. The writ- 


wisp to' return to the Bar'sod, leave 
politics to those 4 who know k — 
Atulya Ghosh; for instance. 


Capital View 

A Confused State 

Roriiesfa Thapar 


A PITY that the developing general 
Strike in Bombay compels , an 
early closing of this dispatch — even 
before the three-day debate in Parlia¬ 
ment on a motion of no-confidence 
“ in the government tabled by the non- 
coipmunist opposition. Inis is not 
to suggest that there is a dearth of 
material about which to write. But 
the contradictions in recent official 
policy statements are so many that 
there was just a slim chance that the 
promise of an angry debate might 
have helped to iron out or make ex¬ 
plicable some of the extraordinary 
reports which are circulating. And 
then then- was the question of the 
implementation of the Kamaraj Plan. 
All this will have happened hv the 
time these dines appear in print — a 
demoralising thought, but .. . 

. Even as Delhi develops a Calcutta- 
like appetite for demonstrations and 
, the like, an appetite which seems to 
he fed by pto- and anti-Nehru com¬ 
mitments judging from the pathetic 
slogans raised, the Prime Minister 
has been delivering himself of de¬ 
monstrative pronouncements every 
day on our confusions and our sins 
of omission and commission. All 
this activity has not dissolved the 
, feats and apprehensions which have 
weighed us down since China pierced 
the Himalayas.' Months of confused 
policy-making cannot be negatived 
by ‘papist encyclicals’. 


Rebuff for the West 

The Prime Minister’s pronounce, 
meat on the prolonged Kashmir 
talks with Pakistan as a result of 
plodding from the West was cli- 
maxed by the firm assertion that 
compromise offers from our side are 
being withdrawn and that we do 
'fipt intend to be made victims of 
-Prfcistftni blackmail. This move 
f designed decisively' to blunt 
initiative from- the West to 
-a ‘mediation’ on Kashmir. 



But those who see military aid pat¬ 
terns as the true barometer of an 
under-developed country’s indepen¬ 
dence claim that the new toughness, 
if it may be called that, draws its 
strength from the success of our 
several official and unofficial, mis¬ 
sions to Moscow to purchase arms. 

It is quite obvious that the advice 
given to the Prime Minister is to- the 
effect that the Sino-Pak concordat 
has exposed the opportunism of the 
Ayub regime and that an unflinching 
stand by India on Kashmir is more 
likely to find support iq the West 
than ever before. But how much 
reliance can we place on this rather 
easy assumption ? There is a fairly 
substantial group of policy-makers, 
at the moment somewhat isolated, 
Which believes that willy-nilly the 
West will support Pakistan against 
India and, therefore, our moves to 
isolate our hostile neighbours should 
he more subtle and planned in per¬ 
spective. The mercurial shifts in 
policy these days have gravely da¬ 
maged our image as a self-reliant, 
capable nation. 

Bureaucrats at. the Helm 

The Prime Minister’s declaration 
on the VO A deal is a remarkable 
example of the kind of sophisticated 
double-talk to which we ,are begin¬ 
ning to get used. He assumes res¬ 
ponsibility for the decision to go 
ahead with the V O A deal and ex¬ 
plains that only later did he realise 
that its terms violated the fundamen¬ 
tals -of our policy, Anyone with a 
modicum of intelligence knows that 
it is absurd to expect the Prime 
Minister to scrutinise in detail the 
terms of an agreement; this is the 
job of the Secretariat, and particu¬ 
larly of the Foreign Secretary, who 
conducted, or supervised, the. nego¬ 
tiations. , In other words, it still re¬ 
mains to he seen how the Prime 


Minister’s approval was manipulated 
lor this politically inept deal, 

Another facet of this "V 0 A busi¬ 
ness is the confirmation that nobody 
of consequence in the minisliery, of 
External Affairs, apart from the 
Foreign Secretary, was aware of the 
negotiations or their trend — nego¬ 
tiations which were initiated in 
March tjiis year (after V 0 A chief 
Ed Murrow’s visit to the . Capital) 
and concluded in June. ‘The position 
in the Ministry of Information and 
Broadcasting was different; several 
senior officers were consulted, in¬ 
cluding the Director-General of All- 
India Radio, who, it i9 said, backed 
the deal enthusiastically. But I have 
it on the -most reliable authority 
that all the arguments against the 
deal, arguments Which are now 
being used, were presented to our 
negotiators. Were these argument* 
brought to the notice of the Prime 
Minister ? 

Secret Even from the Defence 
Minister ! 

Normally, if the Prime Minister 
were, not rushed off his. feet with all 
manner of futile activity, the very 
mention of those three letter.-, 
VGA, would have made him cau¬ 
tious. The story now current is that 
he was told that the deal was part 
of military aid and essential ioi 
counter-propaganda, , that it would 
not in any way offend AIR’s in¬ 
dependent image. GUsUalness in 
dealing with these matters, and a 
reluctance to provide .Parliament 
wijh the facts, can only damage the 
integrity of the administration and 
increasingly place power yin the 
hands of bureaucratic Careerists who 
have little respect for, the interests 
of the nation and its policies. 

Some such flavouring ia also being 
given' to- the NEFA Report, a pro¬ 
fessional investigation intothe cap- 
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that tvea to# summtay 

of some, of. the conclusion* of’tte 
Hepoa? .’would not be indie JplioBst 
interests fromthe Prim? Minister’s 
statement rri Parliament the Defence 
Minister has seen 'only-a suinroaify 
and it appears that dm Preaidcnt of 
India too is unawarebf the contents 
of the Report- . What' could these 
he ip this. Report to warrant such 
secrecy ? Are there two report#, one 
contradicting the. other, and there¬ 
fore a reluctance to start another 
bitter controversy ? ■ -Are we trying 
to protect as, yet’ unsullied reputa¬ 
tions ? Or ire we. now zealously 
security-minded that is, when all 
the damage has been dope ? 

Broadly, certain members of Par¬ 
liament Wish to establish whether- it 
was military incompetence or poli¬ 
tical interference, or both, which 
destroyed our capacity to defend our 
borders. And political interference 
includes the mulish refusal to face 

From the London End 


i Y, 

. * ' ■ r' • i*- * ■ . r ' V. • ”-■» v ' 4 

V ► *• ■ *■■ "* [ S * * ' 

thp tqpipmtmi, ■ and supply problems 
of dm armed forces.- the Prime 
Minister, -largely aa' 'a mult of 
'puerile questioning, always manages 
to dance around this central ' issue 
Of responsibility. -The impression 
created by this/performance is rfone 
too complimentary to the , officer 
dorps; hence, praise only for the 
jawans. When wiM we grow ap and 
learn to face the truth ? Perhaps, 
if we had a national press intent 
upon the (ruth wo would not have 
to put up With sophisticated double- 
talk. 1 - 

Speculation on Kamaraj Plan 

A revealing commentary on our 
thoroughly confused situation is the 
speculation about who is going to 
be purged from political office under 
the Kamaraj: Plan. By, now, • there 
is not a single prominent political 
leader df the Congress Party at 
Union level who has not been ’axed’ 
fpr the pleasure of newspaper rend¬ 
ers. If a Visitor to the capital were 
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to take an intelligent interest in the 
.speciJhtion, he' would either con- - 
dude that' Jawaharlal Nehru was ' 
about to 'establish his personal rule. , 
of- imagine that 4 host gi young m’en 
were about to take. over from tite'i v 
elders. Newspaper * readers treat the 
peculation as a comic ■ side-jhow, 
something which perhaps, helps them 
accept the same old' men, year •after 
year, as the only ‘talent’ ‘in the 
country. « 

, The discussion of the MaJaviya 
episode reinforces this thought. The 
Prime Minister is now bravely db< 
fending his former colleague — jn 
fact, almost implying that, thefe was 
no basis for his resignation. An as¬ 
tonishing admission, particularly 
after his failure to expose the red 
nature of the attack an K D MdsL- 
viya. The ambivalence on the Das 
Investigation is not calculated to 
help. One canrfot help wondering 
what the Prime Minister hopes to 
achieve by these flabby attitudes to 
the crises around him. 1 


Artificial Respiration for Dundee 


r pHE latest regulations announced 
by the Board of" Trade on 
August 13 with regard to protection 
to be given to the British jute, indus¬ 
try, emphasises once again the diffi¬ 
culties that developing countries 
like India face in trying to promote 
exports of their manufactured goods. 
Despite all the brave words that 
are spoken at GATT meetings on the 
need for industrialised countries to 
import' more .manufactured goods 
from the developing world, when it 
comes to action. Vested interests see 
to it that even declining and ineffi¬ 
cient, industries continue to receive 
the type of protection which effec¬ 
tively prevents large-scale imports 
from the poorer countries. With a 
General Election looming ahead, the 
Government is quite obviously un¬ 
willing to take chances on a further 
rise in unemployment, particularly 
in a development area like Dundee, 
and this is one of the reasons why 
the final 1 results, of the . review of 
policy on jute imports has been 
much more 'protectionist, than ykfcs 
originally anticipated. Although the 
Board .of Trade’s original proposals 
were never actually published, it 
was generally betiey?d that had they 
gone through, the jute industry 
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would have been only half as well , 
protected as -it is now. The table 
(p 1436) sets out- the -Pew arrange¬ 
ments. 

As regards imports from other 
Countries, apart from the Irish Re¬ 
public and the Eastern Area, to 
which special, conditions apply, the 
existing restrictions on the price of 
cloth and bags which may be im¬ 
ported will be removed and imports 
from these countries, which are on. 
private account, will become subject 
to a quota. The site of this quota 
and the arrangements for 'its allo¬ 
cation. will be announced later. 

Dundee Still Dependent on Jute - 

The jute industry: in Britain is 
highly localised :— nearly all of 
Britain’s jute manufacturers are to 
be found within a few miles of each 
other in Dyndee and Angus. Dundee 
is in a development district" and is 
eligible 'for the substantial help .an¬ 
nounced in the budget. The Board 
of Trade has stated that it will con¬ 
tinue to do its utmost to encourage 
die. introduction and expansion of 
alternative industries in the Dundee 
area, hut very little is being done 
to ireduce the dependence in that 
.area on die jute industry. - 


, Accordingly, in the- interests of 
employment in Dundee, the jute in¬ 
dustry is protected, not by the usual 
methods of tariffs or quotas, but, by 
a unique arrangement under which , 
the Board of Trade Jute Control is 
the sole importer of jute goods from 
India and Pakistan, the greater paft 
of which it resells at enhanced pri- . 
ces. The Jute Control imports only 
Certain specifications of jute goods, 
and the ' import of other specifica¬ 
tions from India and Pakistan is, 
prohibited. As a complement -to 
these arrangements, imports of jut? , 
goods from other countrips are sub¬ 
ject to import licencing control and 
for the most pari are restricted to * 
those types of goods which the Jufe 
Control does hot import from India 
and Pakistan. , ’ , 

. The system of protection provided ; 
for the jute industry is Indeed a re¬ 
lic of the war June system ,of state, 
trading and import price, control. It 
is true that in the last six years the 
Board of T^ade has made three at¬ 
tempt# to whittle -down this protec¬ 
tion. In 1957, the mark-up' on com- 
toon hessian doth (used- mainly fpr 
bag-making) was reduced, from .the 
equivalent of 40 per cent to a 30 




pttr cent Sat rate. In January i960, 
the mark-up on common i&4ian 
cloth was reduced from 30 per cent 
to 20 per cent. Since that date, there 
has been no change in the jute in¬ 
dustry’s protection before the new 
arrangements were announced. 

Why die Changes 

A number of factors were respon¬ 
sible for this recent review of the 
protection received by the British 
jute industry. While negotiations for 
Britain’s entry into the Common 
Market were going on, certain ar¬ 
rangements regarding jute goods had 
been determined. The Common Ex¬ 
ternal Tariff of the Six for jute 
manufactures is 23 per cent and 
there were indications that the Bri¬ 
tish mark-up policy would be redu¬ 
ced to come into line with these 
arrangements. Accordingly, pres¬ 
sure from the Government of India 
regarding the whole system of 
“mark-up” was held over while the 
Common Market talks were still go¬ 
ing on in Brussels. With the break¬ 
down of these talks, it was inevita¬ 
ble that the question of protection 
would have to he re-examined. 

The approximate proportions of 
the Jute Control’s sales and Dundee 
production accounted for by the 
various categories in the table are 
as follows : 

Heavy Bags, Common Sacking 
and Wool Sacks : These account 
for 15 per cent of Jute Control’s 
sales and ure not produced by 

Dundee. 

Common Hessian Cloth : This ac¬ 
counts for 60 per cent of Jute Con¬ 
trol’s sales and 5 per cent of Dundee 
production of jute doth. The fact 
that the mark-up has now been re¬ 
duced to 10 per cent can hardly be 
a cause for complaint to the jute 
industry since when the original 
reduction was made in 1957, the 
leaders of the jute industry warned 
their members to cease manufactur¬ 
ing these cheap grades and move in¬ 
to other jute cloth. It is true that 
about 5 per cent of Dundee pro¬ 
duction is accounted for by the few 
firms who still insist on specialising 
in this item despite the earlier warn¬ 
ings and despite the fact that 
Indian and Pakistani manufacturers 
tte largely concentrated in this in¬ 
dustry. Tne United Kingdom Jute 
floods Association, whose members 
trade largely in imported goods, 
', j)WliiEd » statement that they welcom- 




«d the reduction in the mark-up of 
common hessian which is in line 
with their representation to the 
Board of Trade. The interests of 
the sack trade in Britain are opposed 
to those of the trade in Dundee as 
the former are most anxious that the 
mark-up on this item should be re¬ 
duced and that the price of Indian 
hessian correspondingly cut in view 
of the inroads that paper and plas¬ 
tic sacks are making into the jute 
sack industry. 

“ Equated” Goods : These account 
for 25 per cent of Jute Control’s 
sales and 40 per cent of Dundee’s 
production of jute doth. 

“ Excluded ” Goods : These account 
for about 55 per cent of Dundee’s 
total production and sales of these 
items have hitherto been totally 
excluded. 

Substantial Measure of Protection 

The last two items between them 
account for over 95 per cent of Dun¬ 
dee’s total jule cloth output. These 
mainly include such items as jute 
goods used as base materials for 


carpets, underlay* linoleum and 
bituminous matotiU like roofing 
felt. As far as these items are con¬ 
cerned, the British jute industry re¬ 
gards any alteration in its protection 
against imports from India and 
Pakistan as a very serious nutter, 
A spokesman from the Association 
of Jute Spinners and Manufacturers, 
representing the Dundee Jute Manu¬ 
facturing industry said : 

“In general we welcome the 
fact that the Board of Trade has 
decided to await the findings of 
a detailed enquiry into the indus¬ 
try before taking any radical steps 
to change the former level of 
protection for the great bulk of 
the Dundee and district pro¬ 
duction”,. 

Thus despite the hopes that this re¬ 
view might bring some real mea¬ 
sure of help to countries like India 
arnd Pakistan, the changes which 
hate been introduced will continue 
to give a very substantial measure 
of protection to the British jute 
industry. 


Jute Goods Imports from India and Pakistan 


Category 

Cloth and Bags 

(i) Heavy bags, com¬ 
mon sacking and 
woolpacks 

(ii) Common hessian 
cloth, mainly used 
for bag making. 

(iii) “Equated" goods 


Present treatment 


(iv) ‘Excluded’ goods Not imported 


Yarn 


Jute Control does not 
hold itocks, but imports 
against specific orders; 
no mark-up applied. 


New arrangements 


Imported by Jute Con¬ 
trol and sold without 
mark-up 

Sold by Jute Control 
with 20% mark up 

Sold by Jute Control at 
‘Dundee prices’ (i e 
based on prices charged 
for similar goods by the 
Dundee industry under 
the uniform price agree¬ 
ments now terminated) 


Being 

trade 


returned to private 


The mark-up will be re¬ 
duced to 10% with effect 
from 16th August, 1963 

Jute Control to import and 
continue to sell with a 
variable mark-up for one 
year pending the outcome 
of the enquiry. If the 
enquiry produces no satis 
factory alternative proposals 
after a year a uniform per¬ 
centage mark-up will be 
introduced. 

Cloth to be imported by the 
Jute Control, against speci¬ 
fic orders, and sold for one 
year at a 50% mark-up. or 
the Dundee price which¬ 
ever is the lower; the treat¬ 
ment of bags is one of the 
technical matters still sub¬ 
ject to discussion. If the 
enquiry produces, no satis¬ 
factory alternative proposals 
after a year a uniform per¬ 
centage mark-up will be 
introduced 

As at present' 
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Journalists in U K 


Surface Impressions of a Toijtr 

' ■ ‘Stefafer’ 



U/>UR rules put 4 premium pn dis¬ 
honesty”, said a high Indian 
official in London when some jour¬ 
nalists complained they had been 
allowed to take only three pounds 
on their one-month trip to Britain 
at the invitation of the Common¬ 
wealth Relations Office. 

A little pocket-money is needed 
for some on-Desai activities like 
smoking, for instance. As three 
pounds is not enough, the visitor 
hiys to beg or borrow. Repaying 
borrowed pounds with rupees is a 
foreign exchange offence. So it. is 
with a. sense of shame that he .ac¬ 
cepts pocket money from his host, 
thinking with chagrin of the Indian 
Ministers touring overseas when the 
weather is hot at home. Under the 
British Raj, high-ups made a bee¬ 
line for the hills in summer. Now 
they make a Boeing-line for coun¬ 
tries abroad. On business, of course. 

The image we love to think 
Mother India has acquired abroad 
i, often illusory. Foreigners know 
that we talk too much, talk big, act 
little. Our moral posture does not 
convince. A British industrialist 
said his people, plodding and mun¬ 
dane, would pant and crawl up what 
they think is the hill of perfection; 
maybe midway they would meet a 
group of breathless Indians, forced 
down by some party or misadven¬ 
ture, 

Britons’ Discreet Silence 

We are downhill now, thanks "to 
the Chinese. But it was surprising 
that the people we met in the UK 
seldom talked about the border 
thrust. It was a schoolboy at Rep- 
ton who ventured an explanation : 
Britons would not like to remind us 
of our autumn humiliation. Hence 
the discreet silence. 

The Indian journalists, however 
brought up China whenever thev 
could. One Tory said that since 
India could never match the Chi¬ 
nese in Ladakh, she should come to 
honourable terms with Peking. The 
eumhasis was on “honourable”, 
hMia should also negotiate a settle- 
ment on Kashmir. How ? “Thai’s 
'°ur business”, the Tory said. 


At Transport Hdnse we were led 
to believe that Labour in power 
would be more willing to aid India, 
though the spokesman hastened to 
add that Labour was not unfriendly 
to Pakistan, a member of the Com¬ 
monwealth. 

There were frequent references to 
the Commonwealth idea. With 
older people this idea may be a 
hang-over from the days of the Em¬ 
pire, reviving memories of Pax BrU 
tannica. But with the educated 
young the Commonwealth concept 
seems to be a way of sublimation 
—they would like to forget the 
bloody side of the Empire and think 
instead of a fraternal association led 
by Britain. (“But it’s difficult to 
keep all these nations together, it’s 
like trying to balance frogs on a 
scale, they all jump out, don’t you 
see”, said a fellow-journalist to Sir 
John Hope, son of Lord Lin¬ 
lithgow and son-in-law of Somerset 
Maugham). 

Britain is Looking Out 

Britain today is looking out. But 
she is in two minds about most 
things, whether it is the Common¬ 
wealth, the Common Market or, less 
so, the Atlantic tie, She should lilw 
to cultivate &H the three. Bat ew 
she ,? Some people said, over the" 
years the links between her and the 
handful of English-speaking people 
in the ex-Colorieg will wear out. 
Britain has to turn to Europe (when 
de Gaulle is less sublime); though 
the Atlantic tie has a great pul! 
(Americans speak the same langu¬ 
age), Britain will have to look 
nearer home, and not gaae across 
the Atlantic. Continental wine, 
now served in most British restau¬ 
rants. may be a pointer to closer 
association with Europe. 

At the moment, however, feelings 
are mixed about Europe. The* pique 
aeainst de Gaulle is strong. Not in 
all quarters, however. Labour feels 
tliat the Tories rattled the General 
rn en r thnex wh er r, w rttr a"Htth? wet, 
Britain could have been in the Com¬ 
mon Market, 


W Germany ? Public reception 
to the W German President was so 
cool that it embarrassed the autho¬ 
rities. 

What about the Bear ? Five yean, 
ago Hiost people showed curiosity 
with interest on hearing that f 
worked in Moscow. Today they 
hardly are interested. They take 
Russia for granted. Russia is no 
longer an enigma wrapped in 0 
mystery. 

Taking Things in Their Stride 

Indeed bright young men in Bri¬ 
tain today taka most.,things in their 
stride. They don’t work themselves 
up over anything. Though Profumo, 
Ward and Keeler gave clergymen 
the chance of their lifetime to talk 
shop, most people were just amused 
and joked about the affair (“Mac¬ 
millan on hearing of Profumo and 
Keeler said : “Thank God *this time 
it’s a woman’ ”). News of the World 
sold out in a few minutes.; We, not 
being discreet Englishmen, qould buy 
it openly without a blush instead of 
borrowing it from maids. 

Political issues seldom seem bur¬ 
ning in Britain,. In fact a Labour 
Member said "the problem in the 
next elections would fee the number 
of people who would not care to 
vote. Young men tend to switch 
their' , "poiitical affiliations, but bow 
*n catch them young, how to bring 
them to the polling booth ? 

One reason for Bits apathy is per¬ 
haps the present difficulty of making 
0«t a;: Tory from a Labourite or 
Liberal; in an affluent society (for¬ 
get the coal mine*, the dole-takers 
and the almost Bat production 
curve) party distinctions appear to, 
be a not-very-interesting game of 
hair-splitting. 

’ We, however, ^aJiserved some 
minor differences; Tories are still 
formal ~~ three of them waiting to 
./.Ijplfrife'**t&e important group of 
Indian journalists”: Labour is in¬ 
different to bourgeois formalities — 
-ushered - mto the empty conference 
room, the important group of Indian 
journalists were received after five 

1437 




>■ 4 ;, 




196$ 


minutes by one earnest, it 
young man; Liberals are rather ab¬ 
sent-minded—the Jady the important 
group of Indian journalists were to 
meet was not there at all ■> (some 
inexperienced assistant had mistimed 
the appointment). 

Most of the interesting conversa¬ 
tion at Conservative and Labour 
Party headquarters I do not remem¬ 
ber, because, relying too much on 
my memory I did not take notes; 
I did not know that with falling 
hair memory too begins to fail. But 
one remembers men (there was no 
chance to know women) : the elder¬ 
ly gentleman in charge of a new 
town project near Newcastle who 
bubbled with almost Russian energy 


M 


as he showed us around and looked 
a 'typical engineer but was* as I 
learnt later, an Oxford graduate in 
history; the Scottish guide at Edin¬ 
burgh who did not even forget to 
arrange for our laundry to be wash¬ 
ed — he trunk-called Newcastle 
from Glasgow to fix it up; the 
young men of amused patience and 
quiet humour at Newcastle and 
Nottingham who were always ready 
to go beyond the programme ut 
considerable inconvenience to them¬ 
selves; young and middle-aged head¬ 
masters who seemed to have a pas¬ 
sion for their jobs; a girl of 16 
drinking cherry brandy on the sly 
while we kept her headmaster busy 
at the dinner table. (There is in the 


UK an age-bar to taking alcoholic 


Yes, one does remember the open- 
minded, easy-going people on# met, 
the clean, prosperous towns and 
cities (we were naturally shown the 
best parts) and the lovely country 
side. A surprisingly fine -country 
side in an industrialised country 
sounds to be a contradiction but if 
not. If you cannot feed your coun 
tryside with facilities — good roads 
sanitation, livable houses, electricity 
and the like — and all this require.- 
industrialisation, you can rave like 
a back-to-nature poet or politician 
while your countryside goes to 
weed. 


?She cyjeen of hearts 
Made some -tarts 
Upon a summer's day, 
The Knave of hearts 
Stole "those tarfs 
And then he ran away 
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4 morel of the story 

Keep your valuables 
safely deposited with 
The State Bank of India. 
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Company 


Rs, 2,50,00,000 


2. Mr. Chandulal Cbunilal ’ 
DESAI 

(Alternate Chairman) 
Indian 

44, Friends Colony, 

New Delhi 14. 


Rs. 38,50,000 


Rs. 38,20,000 ‘ 


Director of: 

Shah Construction Co. Ltd., 
(Chairman) 

Premier Tyree Ltd., 
(Chairman) 

Sifco Ltd., (Chairman) 
Tensile Steels Ltd., 
(Chairman) 

Camphor & Allied Products 

Ltd. 

(Chairman) 

Antifriction Bearings 
Corporation Ltd. 

(Chairman)' 


(iii) 1,00,000 Equity Shares of Rs, 10/- 
each (fully paid) held by COM¬ 
MONWEALTH DEVELOPMENT 
FINANCE COMPANY LIMITED, 

LONDON (hereinafter referred to 

as “CDFC") Rs. 10,00,000 

(ivl 2,16,000 Equity Shares of Rs. 10/- 
each (fully paid)' held by MR. SANT 
SINGH SAHNEY, a promoter and 
Director of the Company and his 
sons Rs. 21,60,000 

(v) 17,000 Equity Shares of Rs. 10/- 
each (fully paid) held by the re¬ 
maining DIRECTORS and friends Rs. 1,70,000 


, Modclla Woollens Ltd., 

(Chairman)' 

Oriental Fire & Genera1 
Insurance Co. Ltd- 
Industrial Finance Corporation 
of India, 

Gujarat State Finance Corpo¬ 
ration 

and others. 

3. Mr. Krishna Chandra Director of: 

MAITRA 

(Deputy Chairman) Sankey Electrical Stampings 

Ltd., 


Total Subscribed A Paid-up Capital Rs. 1,10,00,000 

It. Now offered at par for Public 
Subscription : 

6,00,000 Equity Shares of Rs. 10/- 

each Rs. 60,00,000 

Rs. 1,70,00,000 


Indian 

Sankey Electrical 
Stampings Ltd., 
Wakefield House, 
Sprott Road, 
Ballard Estate, 
Bombay 1. 


(Managing Director) 

Guest, Keen, Williams Ltd., 


Life Insurance Corporation 
of India 

and others. 


Terms of Payment : 

(a) On Application Rs. 2.50 per share 

(b) On allotment Rl. 7.50 per share 

Board of Directors 


Name Description & 
Address 

I Mr. Harry Ferguson 
HODGSON 
(Chairman) 

British (registered 
Canadian National) 

Joseph Sankey & 

Sons Ltd., 

Hadley Gswlle. Works, 
Wellington Shropshire, 
England. 


Occupation 

Director of: 


Guest, Keen A Nettlefolds Ltd., 
Carringtons Ltd., 


Lincoln -Electric Co. Ltd., 
(Chairman) 

John Lysaght Ltd., 

Joseph Sankey A Sons Ltd., 
Sankey Sheldon Ltd. 
(Chairman) 
and others. 


4. 


Mr. Raymond Percival Director of: 
BROOKES 


British 

Garringtons Ltd. 
Newton Works, 
Bromsgrove, Worcs,, 
England. 



Guest, Keen & Nettlefolds Ltd., 
(Deputy Managing Director) 
B.R.D. Co. Ltd., (Chairman) 
G-K.N. Bolts & Nuts Ltd., 
G.K.N. Screws A Fasteners 
Ltd., 

G-K.N. Steel Co. Ltd., 

... OarringtonsLtd., (Chairman) 
Royal Ordnance Factories 
Board, 

Joseph Sankey A Sons Ltd., 
(Chairman)’ 

The Scottish Stampings A 
Engg. Co. Ltd, (Chairman) 
ana Others. 


5. Mr. William 
MORRICE 


Director of: 

Sankey Electrical Stamping 
Ltd., 
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British 

Guest, Keen, . 

Williams Ltd.i 
41, Chowringhee Road, 

Calcutta 16. 

6. Mr. Sant Singh 
SAHNEY 
Indian 

New Indo Trading Co.. 

475, Sardar Pate! Road, 

Bombay 4. 

7. Mr. James Horatio 
WITTON 
British 
Sankey Wheels Ltd., 

Mookarier House, 

17, Brabourne Road, 

Calcutta. 

Underwriters 

The entire issue to the public has been underwritten as 
follows: 

The Industrial Credit & Investment Corpo¬ 
ration of India Ltd., 163, Backhay Recla¬ 
mation, Bombay I. Rs. 40,00,000 

Place, Siddons & Gough (Private) Lid., 

6, Lyons Range, Calcutta 1. 




Guett. ,Keen, Wlttiam* l>uh> , 
rMgltaging Director) 

Stewarts & Lloyds Private Ltd. 
and others. 


Director of: 

Sahney Steel & Preisworks 
Private Ltd. (Chairman) 


General Manager of the 
Company 




Lewis & Jones, Bank of Baroda Building, 
Apollo Street, Bombay 1. 


Rs. 10,00,000 

R s. 10,00 ,000 
Rs. 60,00,000 


Bankers to The Issue 

National & Grindlays Bank Limited, 

At their branches at Bombay, Calcutta, Madras, Delhi, 
New Delhi, Amritsar, Kanpur, Hyderabad and Bangalore. 

Central Bank of India Ltd., 

At their Branches at Ahmednbad and Indore 

Solicitors 

Messrs. Crawford Bayley & Co., 

State Bank Buildings, 

Bank Street. Bombay 1. 

Auditors 

Messrs. A. F. Ferguson & Co.. 

Allahabad Bank Building, 

Apollo Street, Bombay 1. 

Brokers 

Bombay 

Messrs. Lewis & Jones. 

Bank of Baroda Building, 

Apollo Street, Bombay 1, 

Messrs. Batlivala & Karani, 

Union Bank Buildings, 

Dalai Street, Bombay 1. 

Messrs. Harkisondass Lukhmidass 
Stock Exchange Building, 

Apollo Street, Bombay 1. 

Messrs. MahadeVfa Bros., 

Old Stock Exchange Building, 

Dalai Street, Bombay 1. 

Calcutta 

Place, Siddons & Gough (Private) Ltd., 

6, Lyons Range, Calcutta 1. 

Messrs, C, T. Mehta & Co., 

B, Lyons Range, Calcutta 1. 

New Delhi 

,Messrs. Harbans Singh Mehta & Co., 

33, Regal Buildings, 


k Parliament Sweet, New Delhi. 

Messrs. Raj Paul Chadha It Co,, 

Delite Cinema Building, 

Ajmeri Gate Extension Area, 

Asaf All Road, New Delhi. 

Messrs. H. -P. Mehta & Co., 

18, Stock Exchange Building, 

Aiaf Ali Road, 

New Delhi. 

Madras 

Messrs, Paterson &. Co., 

22, Errabalu Chetty Street, 

Madras 1. 

Messrs. Chitra & Co., 

16, Bombay Mutual Building Annexe, 

322/323 Linghi Chetty Street, Madras. 

Location of the Industry 

The Company’s factory is being erected at Durgapur in 
West Bengal. Durgapur is served by a net-work of railways 
and roads and the railway authorities have sanctioned ;i 
railway siding for the company which is presently under 
construction. 

Existing and Proposed Activities 

The Company was incorporated on the 21st day of Nov¬ 
ember 1962, as a public Company limited by shares for the 
objects set forth in its Memorandum of Association but parti¬ 
cularly to manufacture, buy and sell wheels of every descrip 
lion for use in vehicles of all kinds and in particular for 
use of motor cars, trucks, lorries, animal drawn vehicles, 
buses, tractors and equipment relating thereto. 

The project consists of the manufacture of wheels for 
commercial vehicles such a, trucks, passenger buses, tractors 
and the like (hereinafter referred to as ‘truck wheels’) and 
Of wheels f<*r passenger cars, Jeeps and animal drawn vein 
cles (hereinafter referred to as ‘car wheels’) 

The requisite Industrial Licence No. L/7(5) 1/62-AIi.l 
dated the 10th day of January 1962, has been issued by the 

IndU5trieR (n -'°P-nt X- 

° f truck wh , ee , ls is b ™g undertaken with 

exefa^ef^v ^ m8 ,' mp0r,ed for thc purpose, the foreign 
exchange for which is bemg provided by CDFC and Joseph 

Sankey. The construction of the factory buildings, railway 

exoefted* barri e T “ already under wa V and il “ 
expected, barring unforeseen contingencies, to commence nro- 

duction of truck wheels in 1964. commence pro 

nt a n! le a ^ a 'I ( UfaCtUr< V ° { f a ? wheels wil1 be carried out with 

etec by r &K W Company with 

ect from 1st June 1963. It is proposed to move this plant 

truck”wheel* a°°n ^ COmni< ‘ nc '‘' ment of production of 
I both h t™. Of T f C0n0mlf Production can be achieved 
but pending tbU ^ ’l are manufactured under one roof, 
have MiSd m ‘J* 1 p,anl has be ™ hired to G.K.W. who 
5* ® “ 8 u }° eontinuc manufacture and to sell to the 
Company their enure production of wheels in accordance 
with arrangements concluded with them 

Salkev T ! Ch ro Cal C ° I!aborators of thr Company are Joseph 
foseph SMkw m a re n o n e mC f 0 T 0t ? tf,d m ,he United Kingdom, 
in Euro™ and ,ar * est manufacture™ of wheels 

wheel UoscDh Sank v J M ' originators of the pressed steel 
bmrefit - ke> , have a>s, S n ed to the Company the 

Sr„ e t^ir^^r ho \ a n nd ° f ** **£%**. 

Sankey have entered into ** in Ind,a ‘ , In addition Joseph 
?“ Of ,h< opening »„ 4 closing of ft, „b.rfpii„ u« 

™5 ,»tiSrs l S“!S* 4 r “ “cr 

earlier than ihe close ofX^JriL° ho * bat no ‘ 

1963, 1 hours on 28th August 
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Caste and Politics in Akola 

Anil Bkatt 

Rajni Kothari writes « *' 

Lately the role of caste, in politics has attracted considerable attention, Social scientists have gene¬ 
rally taken one of two positions. Some sociologists and social anthropologists have emphasised the importance 
of the caste system in conditioning the political process and utilising it for its own maintenance. On the other 
hand, there are the political scientists who argue that because candidates of the same caste often contest 
against each other, caste as a factor in politics is losing importance. 

Both these positions arc extreme and are based on an insufficient understanding of the role that caste 
plays in politics. ! 

Caste is not the cause of factionalism nor does it influence politics to the extent that sociologists 
would have us believe. The cause of factionalism is competition for power. Caste, like other social and eco¬ 
nomic groups, simply provides a basis for one faction or one party to set itself against another. 

If caste seems prominent in Indian politics, it is because for centuries it is the most organised and 
well-knit group in Indian society. It provides an ongoing structure of group organisation. The politician 
seeking power mobilises his support by working through this structure. This he does with all forms of 
organisation. He does it with caste too. 

Caste, then, is a means in politics. This can be seen from the fact that political factions and personal 
ambitions for power cut across caste loyalties. 

An attempt is made below to pursue the conflict of power between different caste groups with a view 
to discerning the precise stages through which the interaction between caste and politics poises and the sort 
of group process that politics initiates in a caste-oriented society. The study, conducted in a Maharashtra 
district, supports the view expressed above that the operative category of Indian politics is neither caste nor 
party but faction. The thesis calls for elaboration and detailed field examination in different situations. This 
is an attempt in that direction. 


^KOLA district is centrally situa¬ 
ted among the four districts of 
flerar. It is also one of the eight 
districts of the Vidarhha region 
which was formerly under the C P 
and Berar State. With the States 
Reorganisation in 1956, it is now 
part of Maharashtra. 

The district has a population of 
11,89,277 according to the 1961 
Census, of which the agricultural 
population is 74 per cent and the 
remaining 26 per cent include busi¬ 
ness, service and other occupations. 

Table I shows that the Marathi¬ 
speaking castes form about 80 per 
cent of the total population. The 
term ‘Maratha’ has three connota¬ 
tions. Firstly it refers to those who 
speak the Marathi language. This 
connotation has no point for us 
since it does not explain the caste 
distinctions within the Marathi¬ 
speaking population. According to 
the second connotation, only 96 
families of the higher Rajput caste 
are Marathas. This is too narrow 
as it ignores the widespread Mara¬ 
tha consciousness among large sec¬ 
tions of the non-Brahmin population 
of Maharashtra. According to the 
third connotation, a number of cas¬ 
tes are regarded as Marathas, the 


chief among these being the Desh- 
mukhs and the Patils. The Patils 
form the biggest percentage of the 
total population. In Akola they 
constitute about 50 per cent of the 
population. The Deshmukhs form a 
very small minority, about 1 per 
cent of the total population. Within 
each of these there are various sub¬ 
castes. The Deshmukhs were origi¬ 
nally Patils but in the British period 
they were given rights of collecting 
land revenue. Because of this 
power, they came to acquire high¬ 
er status in the villages. They 
started giving their daughters only 
to the Deshmukhs of other villages, 
though they took Patil daughters for 
their sons. Another reason why 
Deshmukhs came to acquire a higher 
status was that among them they 
did not practise the custom of widow 
remarriage while among the Patils 
the custom was prevalent. However, 
there were no dining restrictions bet¬ 
ween the two. On the whole, caste 
restrictions between Deshmukhs and 
Patils are rapidly being relaxed but 
caste identification in politics, as 
we shall see, is still maintained and 
is perhaps becoming clearer. 

Among the untouchables who 
form about 20 per cent Of the total 


population, the Mahars are the moat 
dynamic group. They have had 
long administrative experience and 
some education. “In every village, 
Mahars by hereditary right confirm¬ 
ed by the Government, performed 
numerous public menial services. 
Mahars are under the control of the 
Patel (the village headman). As 
with Jaglias, their principal duties 
consist of patrolling the village at 
night and carrying reports. They are 
also responsible for the conservancy 


Table 1 i Social Campoaltion of 
Akola District 


Per cent of 
Total Population 

Brahmins 

1 

Marathas 


Deshmukhs 

1 

Paths 

50 

Mohammedans 

10 

Marwadis 

2 

Scheduled Castes 


Harijans 

11 

Others 

11 

Scheduled Tribes 

3 

Other Castes 

11 

Total 

100 


Note s The figures are approximate. 

In the absence of authoritative 
and up-to-date statistics, a 

L '' - rough classification of the 

population was made and 

checked in the field, 
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of the village”. 1 With Dr 
kar a* their leader the 
organised themselves in the 
publican Party. The Mahais are 
found concentrated in some areas of 
Akola District where they constitute 
a substantial political force and are 
in a position to change the balance 
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of power. The present Republican 
leaders show a tendency to work 
with leaders of the Congress party 
but they cannot openly join hands 
With the. Congress as Ambedkar, 
who was their hero, vehemently op¬ 
posed the Congress. However, they 
are often found supporting power- 


THt ECONOMIC WfcEXtY 

ful groups in the Congress. In the 
last Ztla Parishad election some dis¬ 
sident Congressmen, who were caste 
Hindus, were given the Republican 
ticket and got themselves elected. 
As we will see, the Republican party 
forms an important pressure group 
within the Congress in the Akola 
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Zila Parish ad. 

n 

Decline of the Brahmins 

District politics in Akola provi- 
de an interesting case study of the 
shift of power from one community 
to another. Before examining.f<(he 
shifts, some background of the anti- 
Bramin movement in Maharashtra 
and in Berar is necessary. 

In Maharashtra, as in many other 
parts of India, Brahmins dominated 
almost every field in the nineteenth 
and early twentieth centuries. They 
were the educated and the more ad¬ 
vanced sections of society. Govern¬ 
ment services were manned hy the 
Brahmins. They were also in the 
forefront of the nationalist move¬ 
ment. 

The Maharashtrian Brahmins’ 
cumpaign against the British -Raj 
dates back to the 1857 mutiny when 
the Peshwa, the Tatya Tope jtnd 
Rani Laxmibai of Jhansi, all Brah¬ 
mins, led the revolt against foreign 
rule. This heroism continued and 
in this century Brahmins were again 
in the forefront of the struggle 
against tile British, Tilak, Gokhale, 
Wamanrav Joshi, M S Aney, and 
Savarkar were all Brahmins. Part 


the Maharaja of Kolhapur, the Gov* 
ernor of Bombay and the Viceroy 
which conclusively proved the gene¬ 
sis of the non-Brahmin movement”/’ 
Karmavir Bhaurao Pati) and Keshav- 
rao Jhede were the known leaders 
of the Satya Shodhak movement. 
The Satya Shodhaks used to stage 
dramas known as tamashas in which 
Brahmins were depicted as the cruel 
exploiters. 

In the Berar area, the movement 
‘also took an ariti-Marwadi form with 
Dr Panjabrao Dcshmukh and Part- 
dharinath Patil as the main leaders. 
There were special reasons for this. 
The Marwadis were outsiders who 
had come to the Berar area as com¬ 
mission agents of Bombay textile 
mills for purchasing cotton which 
was an important crop of Berar. 
Siowly they settled down and start¬ 
ed other businesses. 

Exploitation of cotton growers 
and trading in the land of peasants 
for corn in the.famine years of 1902 
and 1908 made the Marwadis un¬ 
popular with the focal population. 
The Satya Shodhaks worked on these 
feelings. So in the Berar area there 
was the slogan Shetjee Bh.aN.jee 
Nako (“capitalists and Brahmins 
not wanted”). 


whidi kc said ‘how long will the 
non-Bnahmins of CP and Berar 
who are in huge majority be led by 
a particular small community ?’ * 
Thus.was sealed the fate of Brah¬ 
mins in Berar politics. 

Rifts among Caste* 

The dominant ideology of the 
thirties in Maharashtra was provid¬ 
ed hy tire Bahujan Samaj (“the 
majority society”). In 1938 this 
Maratha slogan entered Berar poll- 
‘ tics. * Originally, the Marathas were 
brought within the Congress fold by 
some Marwadi leaders who backed 
them to gain or maintain power 
against the Brahmins. 

But the process which started 
with non-Brahmin agitation did not 
stop there. The Marwadi leaders 
whb^holped Marathas to rise in poli¬ 
tics \«?re in turn brought down. Still 
Iftte^factions arose even within the 
Bahujan Samaj. A rift came bet¬ 
ween the Marathas and other Mara¬ 
thi-speaking minority castes such as 
Mahars, Tailis, Malis etc. Finally, 
with the State and local elections, 
a rift has started even among the 
Maratha caste between the Desh- 
miikhs and the Patils. This was 
seen in the first Zila Parishad elec¬ 
tions discussed in detail later. 


of this tradition owes to the histori¬ 
cal peculiarity of Maharashtra where 
the priestly and political functions 
were combined in the Brahmins. In 
the words of Sir Michael O’Dwyer, 
"The reason for the undoubted pro¬ 
minence of the Maratha Brahmin in 
the political movements of the last 
30 years, whether a moderate such 
as Gokhale or an extremist such as 
Tilak, is to be found in their his¬ 
tory . . . The Maratha Brahmin is 
the only class among the Hindu in¬ 
telligentsia that has behind it the 
tradition of two centuries of almost 
independent rule”. 2 


( A parallel can be drawn between 
the Self-Respect Movement in Mad¬ 
ras, forerunner of the D M K, and 
Maharashtra’s Satya Shodhak move¬ 
ment. In both States, Congressmen 
helped the movements. Now in both 
the States elimination of Brahmins 
from politics is total and complete. 
Today in order to survive in poli¬ 
tics they have to accept non-Brah¬ 
min leadership.] 

The. decline of Brahmins in Maha¬ 
rashtra politics had started since 
1920 with the death of Tilak. 
Gandhiji also had a great impact. 
Wardha, a district of Vidharbha, 


Table 2 shows the gradual dec¬ 
line of Brahmin and Deshmukh 
Marathas and the rise of Maratha 
Patils. The trend is far more cleat 
in the composition of the ZiU 
Parishad of Akola. More than 7C 
per cent of the members of Zila 
Parishad are Patils and out of the 

Taki«j2 : Caste Composition of M 
as from Akola District 

1952 1957 1962" 

Election Election Electior 

Marwadis 2 1 — 

Mohammedans 2 2 1 

Harijan 1 2 1 


Anti-Brahmin Movement 

The anti-Brahmin element in 
Maharashtra politics can be traced 
roughly to the Satya Shodhak move¬ 
ment which was in essence a non- 
Brahmin movement. It started in 
Kolhapur and spread over the rest 
of Maharashtra. Inspired hy the 
then ruler of Kolhapur, it is said to 
have the approval of the British who 
wanted to check the Brahmin agita- 
tors. “In 1920 after the death of 
l.okmanya Tilak his paper Kesari 
published in full the original cor¬ 
respondence that took place between 


was his headquarters. The rise of 
the Gandhiites against the Tilakites 
in the Congress hastened the process 
of the decline of the Brahmins. 
Leaders of Vidarbha like Khare, 
M S Aney and Patwardhan had to 
leave the Congress. In 1938 a C P 
and Berar Non-Brahmin Conference 
was held in Nagpur under the aus¬ 
pices of the Congress. Keshavrao 
Jedhe who had by now left the 
Satya Shodhak movement and join¬ 
ed the Congress presided over it. 
[amnia! Bajaj also attended it and 
Sardar Patel sent the message in 


Brahmin 1 — — 

Deshmukh 2 — I 

Patil 1 2 4 

Rajput 1 —. — 

Vanzara — 1 

Bhatia — —. 1 

Table 3 : Croup Position in the 
Akola Zila Parishad 

_ Congress Opposition~Tota 

Patil Croup 8 16 24 

D C C Group 15 — 1. 

Republicans and 
Independents — 8 

Total 23 24 47 
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In Paper & Pulp Industry... 

VAPOUR HOODS THAT SAVE 
THOUSANDS OF RUPEES... 



Heat recovered is money saved. The steam that escapes from the pulp which 
passes through rollers is faithfully collected in the specially designed 5F Hoods. 
The moisture is channelled off from the hot vapour and most of the heat 
recovered and passed back into the chamber. This considerably reduces the 
consumption of fuel, resulting in a substantial saving of fuel cost. Production 
is also increased. 

In the important pulp & paper producing countries of the world, SF Vapour 
Hoods have served for several decades The engineering skill and over half n 
century of experience of Swedish technicians are today available m India. 
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Heed otto 1 2At St. Geerfts Terr«e. Hatln*t. Cetcutu-21. Phene : *5-5*47. Breech Offices : Himtleyi Home, 5th floor, 
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four paid office-bearers, three are 
Partis, including the President. Let 
us examine the process by which 
such a replacement of castes has 
taken place in Akola politics. 

in 

Split among the Maratha$ 

As has been already mentioned, 
Akok is a part of the Berar region 
and was also for a long timet the 
headquarter of Berar politics. The 
office of the Vidarbha Pradesh Con¬ 
gress Committee was located in 
Akola city from where the main 
Berar leaders like Veer Wamanrao 
Joshi, Punjabrao Deshmukh, Biyani 
and others functioned. The politics 
of Akola district cannot, therefore, 
I be viewed in isolation from Berar 
politics. 

From 1930 to 1937 Berar politics 
was controlled by Maharashtrian 
Brahmins. They were in chargit' of 
the P C C and all the D C Cs. 
About this time the Marwadi lead¬ 
ers were also coming up. Faced 
with the monopoly of the Brahmins, 
they started mobilising the support 
of the Marathas. Slowly two groups 
developed within the Congress, the 
Brahmin and the non-Brahmin, the 
latter consisting of Marathas, 
Marwadis and Malis. In 1936-37, in 
a contest between a Brahmin and a 
Mali in the election for the A 1 C C 
delegate, the Mali got elected. This 
was followed by a struggle in 1938 
between the Brahmin and non-Brah¬ 
min groups for the Presidentship of 
the P C C. The Non-Brahmin group 
sponsored a Marwadi publisher who 
got elected. After this, the Congress 
tickets for Municipal and Local 
Board elextions were given to 
Marathas and Marvadis as against 
Brahmins. When the Brahmins op¬ 
posed this, disciplinary action was 
taken against them, and one Brah¬ 
min leader was expelled. 

In the 1952 elections some 
followers of the Marwadi leader 
deserted him because of his favour¬ 
ing a moneyed man against one of 
his followers whom he had promised 
a seat. This follower now led a 
faction against him in the Akola 
City Congress and Municipality. In 
the District politics a Deshmukh 
leader became powerful and conso¬ 
lidated his position against the 
Marwadi leader who was in fact 
responsible for bringing him into 
the Congress. 

In the Second General Elections 


there were two groups in Akola 
Congress, one pro-Vidarbha group 
and the other pro-Maharashtra. 
The pro-Vidarbha group was led 
by the Marwadi leader with the 
support of some Maratha Patils. 
The pro-Maharashtra group was led 
by the Deshraukh leader. The 
Marathas were in both the groups. 
In giving the Congress ticket in 
1957, the main issue was loyalty to 
the linguistic groups. The Mar¬ 
wadi leader, though he got the tic¬ 
ket, after some time left the Con¬ 
gress on the Vidarbha issue. There¬ 
after, the Deshmukh leader became 
the unquestioned leader of Akola 
District and rose to be a Minister 
of the Maharashtra State. 

With the decline of the Brahmins 
and Marwadis, the Marathas gained 
complete control of Akola. The 
process thereafter was one in which 
competition for power within the 
the Marathas is accentuated and 
leads to a clear split. The First 
Zila Parishad Elections held in 1962 
played an important part in this 
process. 

Zila Parishad Elections 

Three groups contested for posi¬ 
tions in the Zila Parishad. One 
consisted of newcomers in the Con¬ 
gress and was dominated by the 
representatives of the caste of Ma¬ 
ratha Patils, the most numerous 
community in Akola. This group 
ultimately succeeded. The second 
was led by a nominee of the D C C 
President, who also had the sup¬ 
port of the Deshmukh leader of the 
District, now a State Minister. The 
third was the Republican Party 
which consisted mainly of the 
Mahars but had been expanding 
lately to include others. 

The leader of the younger group 
asked for the Congress ticket for 22 
persons belonging to his group, 
most of them Patils. Only 8 of 
these, including the leader, were 
given the ticket. Most of the 
tickets were given to nominees of 
the D C C group loyal to the Desh¬ 
mukh leader. This led to an open 
revolt and the 14 Congressmen of 
the Patil group who were not given 
tickets contested against those who 
got the Congress ticket either as 
Independents or on Republican 
tickets. Some other Congressmen 
of the Patil group who had not ask¬ 
ed for tickets were also asked to 
contest against official _ Congress 


candidates. They either stood as 
Independents or took on the Repub¬ 
lican label The Republican Party, 
keen to augment its strength in the 
election, gladly gave tickets to 
these rebel Congressmen, irres¬ 
pective of their caste. 

As it turned out, a number of 
official candidates of the Congress 
Party were defeated by the rebels 
from the Patil group. The party 
position immediately after the elec¬ 
tion was 23 Congressmen against 
24 Republicans and Independents. 
But the Patil group had been divid¬ 
ed with 8 getting in on Congress 
ticket^ and as many as 16 in the 
Opposition. The D C C took dis¬ 
ciplinary action against all Con¬ 
gressmen who had contested against 
official Congress candidates. 

Patils v» DeshmuUi« 

The importance of such large- 
scale desertion lies in the sequel. 
The Congress Party had to decide 
its candidates for the Presidentship 
of the Zila Parishad. Two contes¬ 
tants came forward, one the leader 
of the Patil group and the other 
the nominee of the D C C group 
who also was a Patil but had joined 
the opposite group. As things were, 
the former would have lost. He, 
therefore, came out with the pro¬ 
posal of taking back expelled Con¬ 
gressmen into the Party. This was 
resisted by the D C C group as well 
as the Deshmukh Minister. How¬ 
ever, the Party Observer sent by 
the. P C C who was also a Patil by 
caste, supported the stand. But the 
decisive step came when the Patil 
group threatened that they would 
join the Opposition and their lea¬ 
der contested as an Opposition can¬ 
didate for the Presidentship. If this 
happened, the Congress would lose 
the elections. This was something 
that the Minister from Akola could 
not tolerate. His prestige would 
be lost if in his own district, the 
Opposition should come to power. 
He pressed the D C C to accept the 
expelled Congressmen back in¬ 
to the party hardly a fortnight aftet 
the expulsion took place. Upon 
this the Patil group emerged victo¬ 
rious and secured nominations for 
three out of four office bearers of 
the Zila Parishad including the 
posts of the President and the Vice- 
President. The changed party 
position was now 39 Congress and 
8 Opposition. The change came as 
a result of the D C C group giving 
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in to the powerful faction acajrwt 
it which cleverly used the Opposi¬ 
tion party to gain its point in the 
(Congress organisation. 

Support of Opposition (Needed 

Rivalry still exists between 
the D C C and the Pali I groups. 
Even now the group that controls 
the Zila Parishad seeks the support 
of the eight Opposition members in 
the day-to-day working of the Pari¬ 
shad. The Opposition members 
who include the Republicans can 
get their work done more easily 
than the rival group of the Con¬ 
gress. The Opposition by joining 
hands with the powerful Patil group 
group in the Congress has virtually 
become u pressure group within 
the Congress Party. 

The factional struggle within the 
ruling party has also resulted in the 
numerous caste of Maratha Patils 
gaining against the other group of 
Marathas, the Deshmukhs, who arc 
in a minority in the district but 
who had dominated the politics of 
the district after the decline of the 
Brahmins and the Marwadis.On the 
other hand, the caste distinction is 
by no means clear-cut. Patils are 
found in the Deshmukh group and 
Deshmukhs in the Patil group. We 
have seen that the nominee of the 
D C C group for the Presidentship 
of the Zila Parishad was also a 
Patil. Similarly, a Deshmukh lea¬ 
der who was with the D C C group 
to begin with joined the Patil group 
when the latter proved more power¬ 
ful. Again, the original caste orien¬ 
tation of the Republican Party 




was found to change in an attempt 
to gain a broader footing in dis¬ 
trict politics. Parties and factions 
were, thus, found to cut across 
caste loyalties. 

IV 

Conclusions 

To sum up, the politics of Akola 
district from 1930 to date is chara¬ 
cterised by the shift of power from 
the ritually high caste of Brahmins 
to the numerically strong caste of 
Marathas and among the latter 
from the minority caste of Deshmu¬ 
khs to the majority caste of Patils. 
Numerical strength, then, holds the 
key to the relationship between 
easte and politics. The process was 
initiated by adult franchise and 
completed with the introduction of 
Panchayati Raj. 

There are other aspects to this 
relationship. When the question 
of sharing of power within one 
caste or a coalition of castes comes, 
it gets factionalised. To oppose the 
Brahmins, the Marwadis and the 
Marathas got together. But once 
the Brahmins wete eliminated, a 
split came between the Marwadis 
and the Marathas, Finally, even 
among the Marathas a split came 
between the Deshmukhs and the 
Patils. When rivalry was found in 
some places within each of these, 
it took place between sub-castes, as 
between Assamee Patils and Vatan- 
dar Patils. Where two Patil can¬ 
didates were contesting against each 
other, the support of the voters was 
mobilised on the basis of these sub- 
castes. To say, therefore, that be- 
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cause two candidate* of the same 
caste contest against each other, 
caste rivalries play a minor role in 
polifics is to show an inadeqaie 
understanding of the interplay of 
caste and politics®. 

On the other hand, the Akola 
study shows that political competi¬ 
tion often cuts across considerations 
of caste and, what is more, the 
latter is often activised by competi¬ 
tions in politics and the struggle 
for power. Thus Panchayati Raj, 
among other things, is bringing 
about an increasing politicisation 
of caste. The study shows how, in 
order to survive in politics, the 
Republican Party which started as 
u political organisation of the Sche¬ 
duled caste is casting off its caste 
identity and admitting candidates 
from other castes. 

Finally, the study indicates how 
the struggle for power cuts across 
party loyalties by giving rise to 
factions which accept neither the 
discipline of the [tarty nor the iden¬ 
tity of the caste. It supports the 
proposition that the operational 
category in politics is neither caste 
nor party hut faction. 

Notes 

1 C Brown, ‘‘Akola District Giutetecr", 
•British Mission Press, Calcutta, 1910 
- As quoted in “My Political Memo¬ 
irs” by Dr N B Khare, Nakshtrt 
Press, Nagpur, 1959, p 403. 

1 Ibid p 402. 

1 Ibid p 405. 

® Lawrence L Shrader and Ram Joshi. 
“Zilla Parishad Elections in Mahi- 
rashtra and District Political Elite”, 
Asian Survey, Vol III, No 3, March, 
1963. Others have also expressed a 
similar view. 


freedom is in paril, defend it with all your might — JAWAHARLAL NEHRU 

PUN FOR STRENGTH 

Seff-refionce and self-confidence are the 
backbone of a nation. 



We can achieve this only by 
strengthening the country in every 
way. The Five Veer Plan, wail 
geared to the needs of defence, 
shows the way. Work resolutely 
to implement the Plan with 
freater speed end efficiency. 


_ _ _ . STRENGTH FOR SECURITY 
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Regional Over-Supply of Labour 
‘Protectionist’ Argument 

A Comment 

>H A run K Datt&gupta 
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In his article “Regional Over-Supply of Labour and the Protectionist Argument”, published in the issue 
of July 6, 1963, Amitava Sen seeks to establish two propositions: >' 

(i) the transfer of even unskilled surplus labour from the lagged to the growing regions within a 
country might impose some sacrifice on these regions • 

(ii) at the same time this shift brings no to ruts pending benefit to the growing regions if they arc 
already burdened with a labour surplus. 


We propose to show here that while the first proposition has been far from established, the second pro¬ 
position, although largely valid, really resolves into the old controversy over concentrated versus dispersed 
growth . 


QOLDSMITH’S picture of the ‘de¬ 
serted village’ was perhaps 
somewhat over-drawn. But the in¬ 
creasing concentration of activity 
at points once unknown or relatively 
little known but subsequently found 
to possess several economic advan¬ 
tages and the movement of labour 
to these growing points from the 
lagged regions form a common ex¬ 
perience in the industrialisation 
process of developing economies. 
Does this inter-regional shift of 
labour yield any net gain to the 
community? 

Whether the community would 
derive any net gain from such shifts 
of labour can only be ascertained 
after one has considered the net 
gains and losses of both the grow¬ 
ing and the lagged regions. 

I 

Gains and Losses of Lagged 
Regions 

The following are the gains which 
may be expected to be derived by 
the lagged regions burdened with 
surplus labour: 

(1) A rise in productivity will 
occur as a result of the withdrawal 
of some surplus labour and a con¬ 
sequent improvement in capital- 
labour ratios. The existing capital- 
labour ratios in the agriculture- 
oriented lagged regions are far from 
optimal even in the current circum¬ 
stances in a country like India. 
(This point is nowhere mentioned 
by Sen in his paper.) 

(2) There will he a decline in 
the social cost of maintaining sur¬ 
plus labourers, i e a rise in the 
available surplus of the region. This 


may yield any one of the following 
results: 

(a) a rise in the per capita con¬ 
sumption of the population 
left behind; 

(b) a rise in pioductive invest¬ 
ment without necessitating 
any further sacrifice or forced 
saving by this population. 

13) The shift will mean reduced 
unemployment with its attendent 
social benefits in the form of reduc¬ 
ed tension and reduced political 
agitation. 

It) If the unwanted labourers. 
n#w employed elsewhere, supply the 
members of their family (insofar us 
the latter are left behind) with 
goods bought in the growing regions, 
there will be a further rise in the 
standard of living of the lagged 
legions. This is in addition to the 
rise caused by 2(a) above. 

As against these gains one has to 
examine the possibility of the 
following losses mentioned hv Sen: 

Risk of Inflation 

11) It has been argued that 
when imported labourers in the 
growing regions transfer their sav¬ 
ings to their families left behind, 
only a transfer of money income 
lakes place, and that the supplv of 
local goods being more or less in¬ 
elastic,- this causes a ■ rise in prices. 
But this argument is not quite con¬ 
vincing. First, we ought to consider 
the possibility of a ‘demonstration 
effect’. The whole of the additional 
money income of the region need 
not be spent on the purchase of the 
same type of goods (locally pro¬ 
duced), while the demand for new 


types of goods need not raise local 
prices, for such goods can be im¬ 
ported. Secondly, even if the addi¬ 
tional money income be spent on 
stereotyped local products, their 
prices need not rise, for their avail¬ 
ability is also expected to be greater 
due to causes mentioned under (1) 
and 2(a) in the discussion of gains. 
Thirdly, even if local supply is in¬ 
elastic and there is little change in 
the composition of consumption de¬ 
mand, prices need not rise, for the 
excess of local demand over local 
supply can be matched by imports 
financed by this additional income. 

(2) If part or whole of this 
transferred money income is invest¬ 
ed productively, there will be forced 
saving. But, the basis of this argu- 
nvent — the assumption of a cut in 
consumption — is unwarranted. For 
the shift of surplus labour has al¬ 
ready increased the investible sur¬ 
plus of the region. Moreover, if 
this income is used to finance capi¬ 
tal imports, why should there be 
any forced saving? As much im¬ 
ports are income-generating, it is 
not correct to argue that they will 
benefit only the growing regions 
which will supply them and not the 
lagged regions which will receive 
then\. 

'■Impact on Agriculture 

(3) It has been pointed out 
that there may be a set-back to agri¬ 
culture (if migrating labour is only 
seasonally surplus) owing to neg¬ 
lect of farming, less intensive farm¬ 
ing and absentee land-management. 
But there is no reason to assume 
that when tire seasonally surplus 
leave the countryside during the 
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slack, fanning is left totally un¬ 
cared-for. In view o { the rising 

permanent unemployment ampngst 

the landless proletariat, the migra¬ 
tory character of the bulk of the 
industrial labour in the growing 

regions should be interpreted not so 
much as a division of the total 
work-year between farming and 

factory-work by such workers but 
rather as a mere propensity just to 
maintain regular contact with hearth 
and home in the country {‘the .rural 
,iexU8 ’)- 'W 

(4) Insofar as the lagged regions 
miss the opportunity of recovering 
the cost of rearing this population 
because their services will not be 
available, there will, of course, be a 
loss, as the writer argues. But as the 
regions are not currently in a posi¬ 
tion to give them gainful employ¬ 
ment, this loss will have to be hpfne 
anyway, while this (obviously poten¬ 
tial and not actual) loss can at least 
be minimised by transferring j|he 
surplus population and thus reaping 
a two-fold gain: 

(i) avoiding the social cost of 
maintenance, and 

(ii) increasing the scope for better 
utilisation of scarce non-labour re¬ 
sources. 

Thus the net gain to the lagged 
regions from a reduced pressure of 
unemployed labour is obvious and 
beyond doubt. 

D 

Gains and Losses of Growing 
Regions 

We can now consider the gains and 
losses of the growing regions, 

(A) Labour Shortage Case 

Insofar as such regions suffer 
from a scarcity of labour, the follow¬ 
ing gains are likely to accrue from 
a policy of importing labour from 
outside: 

(1) These regions will procure 
the necessary labour resources with¬ 
out incurring the cost of rearing 
labour. 

(2) This influx will result in a 
fall in wage-rates and thus to a "fail 
in wage-cost. 

(3) There will be a rise in out¬ 
put through better utilisation of 
non-labour resources (the loss to 
local labour owing to a fall in 
wage-rates is thus likely to be in¬ 
directly offset by a rise in real 
wage). 


(4) The monopoly hold of. local 
I about upon industry wifi weaken. 

(5) The increased prosperity of 
the region will make possible the 
expansion of certain old industries 
(which could not so long flourish 
due to inadequate demand) as also 
the rise o£ new industries. 

As against the above gains one 
might set the following possible 
tosses : ' 

(1) Insofar as the imported lab¬ 
ourers transfer their savings to the 
lagged regions, a capital market 
problem may arise because substan¬ 
tial savings fait to find their way 
back to investment through capital 
market channels. 

(2.) The presence of imported 
labour with a rural nexus may pre¬ 
vent the growth of trade unionism 
on sound and healthy lines (as the 
experience of India suggests). 

(3) A rise in demand for food 
may necessitate increased food im¬ 
ports. The argument that this would 
involve a worsening of the terms of 
trade for these regions assumes that 
food supply in the lagged regions is 
completely inelastic (because the 
reduced pressure of population has 
not resulted in any improvement in 
agriculture there!) and also that 
the increased income of the lagged 
regions has not raised the demand 
for manufactures from the growing 
regions. 

(B) Labour Surplus Case 

Insofar as the growing points 
already have labour surpluses, they 
are likely to enjoy the following 
gains: 

(1) If imported labour is more 
skilled and/or cheaper than local 
labour, production cost will fall. 

(2) Local labour will gain in 
skill from association with skilled 
imported labour. If local labour 
is less skilled than imported labour, 
but skill is a function of time and 
experience (and not of contact with 
superior skill), then, of course, 
there is a ease for protecting the 
labour market of the growing points 
parallel to the infant industry argu¬ 
ment. But the cost of this protec¬ 
tion may be too high and we have 
to solve the problem of what to do 
with the labour surplus in the lag¬ 
ged regions. Should we raise the 
labour-absorption capacity of the 


lagged regions or of the growing 
regions? But this Is art old, over- 
discussed issue — the issue of con¬ 
centrated versus dispersed growth— 
whose repetition would be sheer 
waste of time and space here. 

Growing regions with surplus 
labour are likely to suffer the 
fol loVlng losses, in addition to the 
losses mentioned under the head A; 

(1) There will be a decline m 
the quality of social life at the 
growing points* due to increasing 
congestion, the presence of a float¬ 
ing, predominantly male, working 
population steeped in poverty and 
ignorance, and a decline in wage- 
rates. 

(2) The decline in wage-rates 
and the rise in unemployment may 
so damage the morale of local 
labourers that their skill may 
further decline. 

(3) There will be a decline in 
the investihle surplus of the regions 
as the pressure of unemployment 
increases, for the unemployed will 
have to be maintained. 

The above discussion makes it 
abundantly clear that Amitava Sen 
has failed to establish that the trans¬ 
fer of surplus (even unskilled) 
labourers from the lagged regions 
may involve some sacrifice for these 
regions. There are distinct net ad¬ 
vantages to be gained from such 
transfers if they are directed to 
growing regions with labour short¬ 
ages, In the case of such transfers 
to growing regions already burdened 
with a surplus labour problem, 
thete*'is perhaps no net gain to be 
derived from the national stand¬ 
point, as the net gains of Jagged 

regions are likely to be neutralised 
by the net losses of the growing 
regions. Here the argument really 

resolves into a controversy over 

concentrated versus dispersed growth 
in an over-populated economy. But 
this is more or less a settled issue 
for the policy-maker of this decade 
and, as such, is rather unnecessarily 
repeated in the garb of a discussion 
on regional over-supply of labour 
and the protectionist argument. 

* For supporting factual evidence one 
may consult in this connection the 
Planning Commission-sponsored study 
“The City of Calcutta” by S N Sen 
of the Calcutta University (1962.). 
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Value Through Exogenous Distribution 

Krishna R Bharadwaj 

Economic theory has its fair share of conundrums. Discarded as mere “chimeras” by t,he more 
pragmatic and empirically-oriented economists, these pussies continue to fascinate those with a flair for abst¬ 
raction and challenge their speculative ingenuity. Of these , the ‘chimera of absolute value \ long fallen into 
oblivion after the unsuccessful efforts, notably by Ricardo and Marx, to discover an invariant yardstick 
to measure value, has now been revived in Piero-Sraffa’s excellently expounded book “ Production of Com¬ 
modities 

Sraffa resolves the Ricardian Riddle within a framework of analysis, wherein neither the output 
composition nor the proportions in which means of production are combined change. Thus, both the frame¬ 
work of investigation as also the central problem to which Sraffa particularly addresses himself are, in spirit , 
classical, 

Those of us, accustomed to economic analysis always running in terms of variations of factor-propor¬ 
tions or output-combinations would be struck by the extremely rigid framework within which Sraffa s ana¬ 
lysis is conducted. Indeed, it is a unique accomplishment of lus work that within this restricted economic 
domain is created a nucleus of deejrly significant ideas which presumably have wide-sweeping consequences. 


jCJRAFFA begins with a simple mo¬ 
del of production for subsisten¬ 
ce where the total product is just 
sufficient to sustain the workers and 
to serve as means of production." 
In such an economy, without sur¬ 
plus, there is a unique set of ex¬ 
change values which restores the 
original distribution of products 
among industries, thus assuring the 
possibility of the continuation of 
the cycle of production, period af¬ 
ter period. Technology is all im¬ 
portant in determining relative 
prices. In fact, these prices are 
embedded in the technology itself. 


With the extension of this model 
to production with surplus, the pro¬ 
blem of distribution appears on the 
scene. Uniformity of the rate of 
profit and the rate of wages in alt 
industries is assumed. As the sur¬ 
plus has to be distributed propor¬ 
tionately to the means of production 
advanced in each industry—and this 
cannot be done unless the heterogenous 
means of production are aggregated 
with the help of prices—and as 
prices cannot be determined before 
ktlowing the uniform rate of surplus, 
both prices and the rate of surplus 
will have to be determined simul¬ 
taneously- When wage rate is fixed 
and consists “ of the necessary sub¬ 
sistence of the workers, thus enter- 
■ jug the system on the same footing 
as the fuel for the engines or the feed 
' of die cattle” (page 9), technology 


' * "Production of Commodities by Means 

& ol Commodities”, Cambridge University 
Pros, i960. What follows is largely 

S i exposition of some of Sraffa s 
«m cocDfsfned in this book. Page 
gMbm tn the text refer to this 
;> •. -maaw. v 


acts as the price-determinant even 
in this case of production with sur¬ 
plus. In fact, at this point, Sraffa’s 
system resembles that of Von Neu¬ 
mann 1 . However, Sraffa goes a step 
further, in that, he ralaxes the con¬ 
dition of a fixed wage and treats 
it as a variable. Distribution in 
Sraffa’s system is not endogenously 
generated through production rela¬ 
tions. 2 In conjunction with prices, 
production relations determine only 
the net surplus that is to be distri¬ 
buted. 3 No theory of distribution 
is offered in the book. His wage rate 
is variable which could be concei¬ 
ved to vary with the same ease as 
the profit rate. Wage is assumed 
to be paid post factum, so that 
profits and wages are surplus-shar¬ 
ing entities. 

System of Equations 

With wage introduced as a varia¬ 
ble, the system of equations turns 
out as follows : 

(A P +B P + .... +K P ) 

u u a b a k 

11 +r> 4 L W=AP 

a a 

(AP+BP + .... 4KP) 

h a l> b b k 

(1+r) + L W-BP 

b b 

(A P +B P 4 .... 4K P ) 

V a kb k It 

(1+r) + L W=KP , 

* k 

where the system is assumed to 

be in a self-replacing state. A , 

• 

B . . K are the quantities of com- 

a a 


modifies a, b . .k required to produce 
the quantity A of a; A , B . . K 

b b b 

are the quantities of commodities 
a, b. . k required to produce the 
quantity B of b and so on; L 

4 

L . . . L are the annual quantities 
b k 

of labour employed in the industries 
producing a, b. . k respectively. 
The unknowns of the system are the 
prices P , P .... P of commodities 

» b k 

a, b .... k respectively, the wage rate 
w and the. uniform profit rate r. An 
additional equation defining the na¬ 
tional income in terms of which the 
k prices and the wage is exptessed 
is introduced. 

[A—(A + A .... + A ) ]. P 

a b k a 

+ [B—(B 4 B ....+ B )]. P 

a b kb 

.... +LK-(K + K +K )].P 

a b k k 

= l 

The system now moves with one 
degree of freedom. Given the wage 
rate or the profit rate, prices are 
determined simultaneously. To be¬ 
gin with, Sraffa assumes that the 
wage rate is given. We could as¬ 
sume perhaps that the wage rale is 

1 J Von Neumann: “A Model of Gene¬ 
ral Economic Equilibrium”, Review 
of Economic Studies, 1945. 

2 This is a significant departure from 
the widely prevalent practice of ob¬ 
taining distributive shares from the 
production function applying the 
marginal method. 

* Rather, prices and the rate of sur¬ 
plus are determined simultaneously 
given the production relations: 
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or by aft external authority ear by 
social convention. In the later por¬ 
tion* where Sraffa prefen assuming 
the rate of profit as given, there is 
a vague reference that the rate of 
profit is “ susceptible of being deter¬ 
mined from outside the system of 
production, In particular by the 
level of the money rates of interest ” 
(page 33). This transfers the bur¬ 
den merely from one peg to another 
as no explanation regarding how 
the level of the money rates of in- - 
terest is determined appears any¬ 
where in the book. In fact, there 
are “prices” in die book without 
any mention of money. 

Importance of Distribution 
Even though Sraffa is not inter¬ 
ested in distribution per se, distri¬ 
bution happens to be the key factor 
in the mechanism which determines 
relative prices, subject to the given 
technical relations and the unifor¬ 
mity of the wage rate and the profit 
rate. Sraffa’s theory of relative 
prices belongs to that group of theo¬ 
ries of value determination wherein 
the horizontal division between 
classes receives the major emphasis*. 
Demand plays no eseential role in 
the system. The basic proposition 
of these theories is that, in an eco¬ 
nomy, where all means of production 
are produced within the system and 
where constant returns to scale pre¬ 
vail, normal prices, corresponding 
to any pattern of distribution, are 
determined by technical relations. 
Either demand conditions or Output 
composition do not play any part 
in the determination of thesb pri¬ 
ces. Given Sraffa’s framework of 
no changes in the scale of operation, 
the question regarding constancy 
or otherwise of returns to scale does 
not arise.f However, not all means 
of production are produced within 
the system. Labour and later land 
appear as non-produced factors. 
The presence of non • produced 
means of production seems to di. st 
urb the determinancy of the techno- 
logy-cum-distribution relative price 
schema, based purely on the distri 
bution pattern, the technical rela 
tions and conditions regarding the 
uniformity of the profit and the 
wage rate. The Marshallian blades 

* Cf J Robinson: “Essays in the Theory 
of Economic Growth", McMillan fc 
Co, London, HH>2; Chapter on "Nan 
mal Priced”. 

t See below for further comments 


of xcfwers, it Uoiu as through, could 
no more be ignorod.f f However, the 
fundamental dichotomy in the stru¬ 
cture of co mm o dit ie s in the Sraffa 
system— the differentiation between 
the basics and the non-basics—seems 
to hold the clue, A basic good (in 
the system with no joint products) 
is defined as one which enters as an 
input in the production of all com¬ 
modities directly or indirectlyf. 
A non-basic good, defined by ex¬ 
clusion, may be produced by a ba¬ 
sic good with or without non-basics, 
but does not itself enter as an input 
into a bask good. The analytical 
significance of this distinction is 
that the non-basics have no part in 
the determination of the system of 
prices, in the sense, that price 
changes in it would not be trans¬ 
mitted to other commodities^. Any 
price changes, in the case of the 
basics, on the other hand, influence 
the prices and the profits of all the 
other commodities. With wage trea¬ 
ted now as a variable and as a sur¬ 
plus-sharing entity, labour becomes 
a non-basic of the system and so 
also land, the other non-produced 
means of production. Relative pri¬ 
ces are thus influenced, given the 
distribution pattern, by the produ¬ 
ction structure of the basics, which 
are produced means of production. 

The ‘Standard Commodity* 

The problem of relative prices 
is intimately related to that ol abso¬ 
lute value and Sraffa’s sterling con¬ 
tribution lies in the ingenious con¬ 
cept of the Standard Commodity— 
the invariant measure of value. The 
essence of the problem is that unless 
we have an absolute measure of va¬ 
lue “it is impossible to tell of any 
particular price fluctuation whether 
it arises from the peculiarities of the 

ttln fact, the "m&rginalijt” strand in 
Ricardian theory, it may be recalled, 
arises in the explanation of rent. 

t This definition is later modified in 
the joint-products case and the gene¬ 
ral formulation of the distinction 
appears as: "In a system of k pro¬ 
ductive processes and k commodities 
(no matter whether produced singly 
or jointly) we say that a commodi- 
tv or more generally a group of n 
linked commodities (where n must be 
smaller than k and may be equal to 
one) are non-basic if of the k rows 
(formed by the 2n quantities in which 
they appear in each process) not 
more than n rows are independent, the 
other*, being linear combinations of 
three”, (page 51) 

This proposition is extended to the 
joist products case (pages 54-55) 


cotttjdbpty which is being measured 
or from those of the measuring stan¬ 
dard” (page 18). The problem of 
valuation is thus of isolating the 
price movements of a product so 
as to observe the changes in its va- 
lue as if in vacuum, Ricardo faced 
the same dilemma when the distri¬ 
butable total output was to be eva¬ 
luated independently of changes in 
the distribution pattern. Corn was 
sought as a measure of absolute va¬ 
lue as there could be a “material 
rate ” of surplus in it, in the sense, 
that the same product appeared both 
as net output and as input, This no¬ 
tion, with its roots in the physiocra- 
tic doctrine of ‘ net product \ was 
based on extremely over-simplified 
assumptions. Ricardo, dissatisfied 
with this measure, turned to the 
unit of labour time as an answer to 
his problem. Conscious of the limi¬ 
tations of this measure as well, he 
did not subscribe to it unreservedly. 
Sraffa’s own interpretation regarding 
the logical foundation of die corn- 
measure as an absolute value is the 
genesis of the standard commadityv 
He wrote in his Preface to “ Works 
of David Ricardo”*: “The advan- . 
tage of Ricardo’s method of appro¬ 
ach is that, at the cost of considera¬ 
ble simplification, it makes possible 
an understanding of how the rate of 
profit is determined without the 
need of a method for reducing to a 
common standard a heterogeneous 
collection of commodities”. 

In order to discover such a com¬ 
modity Sraffa analyses the effects 
of changes in the wage rate on the 
rate of profit and on the prices 
of individual commodities, on the 
assumption that production methods 
remain unchanged. With the whole 
national income going to wages 
( with profit rate reduced to zero ) 
relative values are determined by 
the direct and indirect labour gone 
into the commodities, supporting 
thus the labour theory of value. 
When profits are assigned positive 
values, the simple labour theory of 
value is no longer valid ffftd the key 
to the determination of relative pri¬ 
ce movements lies in the inequality 
of the proportions in which labour 
and means of production are em¬ 
ployed in .various industries, The 
relative price movements depend 

* “The Works and Correspondence of 
David Ricardo”, Vol I (ed) P. Sraffa 
and M H Dobb, Cambridge Univer¬ 
sity Pros, 1951 (p xjocii)'. 
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not only upon this labouf-to-n^Mu- 
f ” of-production proportion of the 
product hut also upon the correspon¬ 
ding ratios for each of the means 
Of production and, in turn, Mr’their 
means of production, With any 
wage reduction given the uniformity 
assumption regarding the rate of 
profit in all industries, price chan¬ 
ges are called in to redress the ba¬ 
lance in each of the deficit indu¬ 
stries (those with relatively. low 
labour to means of production ratio) 
and the surplus industries (those 
with relatively higher labour to 
means of production proportion). 
The industry which enjoys the cri¬ 
tical balancing proportion so that 
it is under no compulsion, arising 
from the conditions of production 
itself, to change in value consequent 
upon the changes in the pattern of 
distribution, has the unique distin¬ 
ction of acting as an invariant stan¬ 
dard of value. Since the critical 
balancing proportion has to persist 
throughout the structure of direct 
and indirect inputs, it is evident that 
the balancing ratio ( expressed as 
the value ratio of the net product to 
the means of production ) would be 
equal to the rate of profit which 
corresponds to zero wage, or the 
Maximum rate of profits, called R 
by Sraffa. In actual system, the com 
modity satisfying this condition 
might be a composite commo¬ 
dity and Sraffa constructs such 
a commodity with the technical 
characteristic that it consists of the 
same commodities combined in the 
same proportion as the aggregate 
of their means of production... The 
logic of this proposition implies 
that only basic commodities will 
enter the standard commodity, 

Sraffa proves that such a minia¬ 
ture system is embedded in an actual 
economy. In proving the existence 
and. the uniqueness of the standard 
system, however, Sraffa seems to 
have obliged the literary economist 
more than would have been nece¬ 
ssary. 

Search for Absolute Measure of Value 

The discovery of the technical 
properties of the invariant standard 
is a tribute to Sraffa’s deductive 
logic. He has skilfully mane use 
, of this in deriving significant pro- 
positions. The search for an abso¬ 
lute measure of value has long been 
a!;source of frustration and yet even 
in theoretical economic structures, 

1452 ... 



-,y ; 




4 ** i 






apart from operational and empiri¬ 
cal one*, quantitative notions have 
played a significant role—not pure¬ 
ly by way of illustration hut as a 
basis for deducing substantive pro¬ 
positions*. So long as the search 
for absolute value was in the do¬ 
main of prime, non-produced factors, 
the factor of demand with its root 
in impregnable psychologina 1 fa¬ 
ctors was bound to interfere in va¬ 
luation. Also, there could be no 
“ materia! rate of profit ” as a ratio 
of only two arithmetical quantities. 
Scepticism regarding the very possi¬ 
bility of finding out an absolute va¬ 
lue measure, comparable to the 
measures in the physical world 
seems unavoidable. “ Weight and 
length, of course, are human con¬ 
ventions but once the convention is 
established, they do not change, for 
practical purposes, because they re¬ 
fer to the physical, non • human 
world"} (italics mine). It is preci¬ 
sely in the physical non-human 
world of technology that Svaffa’s 
standard system is embedded. There 
was another difficulty with the one- 
factor theory of value, namely that 
it failed to allow for differential 
patterns of factor - combinations in 
different sectors of the economy, 
even under conditions of no techni¬ 
cal change. Basic difficulties for 
a labour theory of value arose on 
two accounts—the theory of diffe¬ 
rential rent as also the problem of 
organic composition of capital}. 

* It is interesting to recall in this con¬ 
nection Sraffa’s observation at the 
Corfu Conference: “One should em¬ 
phasize the distinction between two 
types of measurements. First, there 
was the one in which the statisticians 
were mainly interested, Second, there 
was measurement in theory. The 
statistician's measures were only ap¬ 
proximate and provided a suitable 
field for work in solving index num¬ 
ber problems The theoretical mea¬ 
sures required absolute precision. Any 
imperfections in thesp theoretical mea¬ 
sures were not merely upsetting, but 
knocked down the whole theoretical 
basis” (Report on the Proceedings: 
Published in the Theory of Capital 
(Ed.) Lutz and Hague, St. Martin’s 
Press, 1961) page 305. 
t ,1 Robinson “Economic Philosophy”, 
C A Watts & Co, London. 1962, 
pages 31-32. 

t See . Samuelson PA: “A Modem 
Treatment of Ricardian Theory” Part 
I. Quarterly Journal of Economics, 
Feb 1959; p 2. Samuelson builds a 
land theory of value with land as 
an absolute value measure, assuming 
homogeneous land and subsistence 
wages, 


Problems arose also due to the non- 
homogeneity of these prime factors. 
Sraffa’s standard system steers clear 
off these difficulties since it is based 
on the very fact of interconnect¬ 
edness in production which the sin¬ 
gle factor theory of absolute value 
is' incapable of handling. In fact, 
the labour theo.ry of value becomes 
a special case of Sraffa when the 
rate of profit is zero and the entire 
net product goes to wages. If one 
were to add to the assumption of 
zero profits, another assumption that 
wages are fixed at subsistence level 
(so that wage is like any other mate¬ 
rial input) and introduce land as 
a non-basic one could derive a land 
theory of value. This again would 
become a particular case, valid for 
a particular distribution pattern. 
Sraffa’s standard of value allows 
more flexibility to vary distribution 
patterns without landing itself into 
a dilemma. 

With the help of the Standard 
Commodity Sraffa then establishes 
a proposition which is the pivottine 
point of many of the important de 
duetions. If W is the proportion of 
the net product of the Standard 
System that goes to wages and R, 
thei Maximum Tate of profits, the 
actual rate of profit will be deter¬ 
mined by a straight-line propor¬ 
tionality relation r=R (1—W). This 
fundamental factor-price frontier 
(as Samuelson calls it) appears as 
in Fig 1: 



0 Rat* *p Profits (v’) R 

Fig 1 1 Relation Between Wage* (a* 
a Proportion of the Standard Net 
Prddnct) and the Rate of Profit* 

This relation is not limited to the 
imaginary standard system alone 
but can be extended to the actual 
economic system. The actual econo¬ 
mic system contains the same basic 
equations hut in different propor¬ 
tions. As such, provided that the 
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iMfr K «pre*«rfwi term 0/ % 
aftpitfaWl- wmmwiuy^ the sane rate 
of profits whjch prevails in die 
Standard Commodity as a ratio bet¬ 
ween quantities of commodities, will 
appear as the ratio of aggregate 
values in the actual economic sys¬ 
tem. This relation forms the foun¬ 
dation of later deductions in both 
the theory of value and the t|jjjpry 
of capital. , 

Employing an operation—called 
by Sraffa as reduction to dated quan¬ 
tities of labour—by which “ in Ahe 
equation of a commodity the diffe¬ 
rent means of production used are 
replaced with a series of quantities 
of labour, each with appropriate 
‘ date Sraffa resolves prices into 
an infinite series composed of terms 
containing wages and profits. Pri¬ 
ces never resolve themselves com¬ 
pletely into these factor shares but 
carry alone a commodity residue 
which becomes all important when 
wages are zero, thus setting always 
a finite upper limit to the Maximum 
rate of profits. Sraffa also establi¬ 
shes in the no-joint products case 
that irrespective of the standard in 
which wage is measured, an increase 
in the wage rate, ipso facto, implies 
a decline in profits. However, in 
the case with joint-products, this 
proposition does not hold generally. 
To a particular wage, given in any 
standard, there correspond several 
alternative rates profits. This shows 
the absolute necessity of measuring 
wage in terms of the standard com¬ 
modity, if unequivocal conclusions 
regarding the movements of the rate 
of profits given the wage rate are 
to be drawn. Measurement of wage 
in terms of the standard commodity 
gives us definite information regar¬ 
ding both the direction as well as 
the extent of change in the rate of 
profits, consequent upon a change 
in the wage rate. No other standard 
possesses this predictive value. 

Measurement of Capita! 

The moat interesting use of the 
standard commodity (and the wage- 
profit relation) arises in connection 
with the measurement of capital. 
Economists have long ceased to be 
complacent about the average pe¬ 
riod of production as a’ measure of 
capital. Sraffa’s demonstration re¬ 
garding the impossibility of measur¬ 
ing capital, independently of distri¬ 
bution and -prices is powerful and 
convincing. Resorting to the “re¬ 


duction to dated quantities of la¬ 
bour” and using die unique wage- 
profit relation, Sraffa proves the 
possibility of the reversals in the 
direction of price movements even 
when methods of production remain 
unchanged, when the rate of profits 
is altered. An alternative method 
of calculating " correct ” book-value 
of capital alter depreciation emer¬ 
ges from Sraffa's discussion on 
fixed capital. Fixed capital is now 
treated as a particular case, of joint- 
product. Durable instruments of 
production are treated on par with 
the other means of production, with 
the annual intake recorded on the 
input side and what is left of the 
fixed capital (now, older by a year) 
is entered on the output side. This 
treatment of capital has now become 
quite familiar*. Also, every year 
of operation of the fixed asset is 
treated as a separate process so that 
there are as many processes as are 
the number of years of active life 
of the fixed asset. The price of any 
given age of a durable instrument 
will thus result from solving the 
simultaneous equations of produc¬ 
tion. The difference between the 
prices of the instrument for two 
consecutive years gives the correct 
depreciation. This depreciation 
formula scores over die traditional 
one in many ways. In the first place, 
it can allow for any complex pat¬ 
tern of productive efficiency of the 
capital good during its life-time 
whereas the conventional formula 
is based upon uniform efficiency, 
contrary to reality. Secondly, it can 
make allowance for variations of 
inputs in every production period 
so that changes in efficiency of other 
inputs are also permitted. Thirdly, 
it can be applied to the cases where 
the same machine is used in diffe¬ 
rent productive operations with va¬ 
rying efficiency. 

The quantity of Capital which 
arises from the solution of the si¬ 
multaneous equations is not distor¬ 
ted by variations in the measuring 
yardstick itself, since it is expres¬ 
sed in terms of die standard com¬ 
modity which is invariant with res¬ 
pect to changes in the distribution 
pattern. Efforts to reduce the du¬ 
rable instrument to dated quanti- 

* In his references to literature (page 
95) Sraffa remarks that this method 
has fallen into oblivion after Marx. 
However, Von Neumann** model 
makes use of such a concept. 


tiee i^abour are proved futile and 
so also the attempt to find in tecfc 
oology, an average period 
production, independent of prices 
and distribution. Measurement of 
capital under stationary state con: 
ditions, where perfect tranquillity 
prevails, has not been much of a 
problem. Even with steady growth 
accompanied by confident expecta¬ 
tions, the problem has an easy en¬ 
ough solution, if a constant rate of 
profit is assumed. Sraffa haa now 
offered an answer to the problem 
in a more complicated situation 
where, the profit rate is allowed to 
change but technical conditions are 
assumed to be unaltered. Measure¬ 
ment of capital under even more 
generalised conditions of changing 
distribution pattern coupled with 
changes in technology still eludes u*. 

Sraffa’s Contribution 

Incidentally, the contribution of 
Sraffa’s system as a fundamental 
analytical structure in context of 
measurement of economic magni¬ 
tudes may be noted here. The con¬ 
cept of stationary state, with its in* 
variance of structure, offered itself as 
a convenient scale of reference to 
successive approximation, it provi¬ 
ded a firm foundation on which to 
superimpose change. In Sraffa** 
system, we enjoy an additional 
degree of freedom—namely, the 
freedom to vary distribution pattern 
while retaining the focal point of 
reference—the standard system. This 
is a step further towards a more 
realistic analytical foundation. 

When Sraffa introduces multiple 
techniques and the process of swi¬ 
tching over from one technique to 
another, complications arise, espe¬ 
cially when a basic product is invol¬ 
ved. The anchor of analysis—the 
Standard System-^ Itself in peri}. 
With a new technique introduced, 
we move into a distinctly new eco¬ 
nomic system with its own Maximum 
rate of profits. The analysts become* 
rather involved. With kb characte¬ 
ristic resourcefulness, St0k finds 
certain' ways out. However, ihis por¬ 
tion of the book dobs indicate the 
complications we run into if the 
structure of the standard system itself 
changes. There can lie no smooth 
change in techniques without chan¬ 
ging the entire configuration of re¬ 
lative prices, Furthermore, the 
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Changes are not only In terms; 'of 
relative .prices; but are. more fascia- 
‘ mental. They involve a comparison 
of two different economic world**. 

Sraffa forewarns in his preface 
that no assumption regarding con- 
' stancy of returns to scale is made. 
In fact, With no changes either in 
the scale of output or input-propor¬ 
tions jhis question is irrelevant^. 
However, when one thinks of incor¬ 
porating growth into the system 
many questions relating to this as¬ 
sumption arise. This Standard Com¬ 
modity becomes vulnerable if we do 
not assume the linear homogeneity 
condition. Even in the simplest case 
where we assume that output propor¬ 
tions do not change, namely, of 
balanced expansion, the Standard 
System is hound to he vitiated if we 
make no assumption regarding the 
constancy of returns to scale.., The 
technical relations will change with 
•expansion in output throwing up a 
different standard system with a 
different Maximum Rate of Profits. 
The ideal analytical conditions for 
the same standard commodity to 
continue its domination unruffled 
by change would be the Von Neu¬ 
mann World of proportional expan¬ 
sion where constant returns to soale 
„ prevail. So far as growth is con¬ 
cerned, a fusion of Sraffa’s System 
with that, of Von Neumann appears 
to have promising potentialities,, 

Written in an unusually compact 
style and embellished with chiselled 
’ logic, the book bears the imprint 
of sustained reflection. Unmistaka¬ 
bly, (his is the work Of a master 
written ' with authority and insight. 
Even though Sraffa regenerates the 
classical approach to Economics, 
his researches are not of archaelo- 
glcal interest. We are told that his 
central propositions took shape as 
early as the late ’ twenties, though 
published after a lapse of over three 
decades. However, time has dealt 
kindly with Sraffa’s contribution. 
It as relevant and sprightly today 
. as was when conceived. 

v * Here, perhaps, is to be found 
another of the challenges to' mar- 
, ginaliwn. In fact, the. book, which 
. is ' subtitled - as a prelude to a Cri- 
- ■ tique of Economic Theory, “is de» 
signed to serve as a basis for a 
■ . critique of that {marginal theory 
.or value and distribution) theory 1 *. 

• » (Preface). . 

if Nevertheless, while - wading the 

• pamgtgphs ' wilting to the eon- 
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struetkm of- the standard system. 
- (pages 25-24)' arid more particularly 
the Subsystems (page 69), one 
gets a feeling as though the assum¬ 
ption of constant returns to scale 
is necessary. However, such doubts 
Could be easily warded off in 'the 
case of the Standard Commodity 
which is purely an auxiliary con-, 


struction having do { jfap|cgt dftgU' 
once in; production renown. ittue 
..ambiguous, is (he base of- the.-Sup> 
isyetems which' are used tq -derive 
the direct a/id indirect' labour con¬ 
tent of commodities (at veto profit 
r«te>, thus implicitly attributing 
to the Subsystem the qualities of 
actual production relations. " . 



Exide Batteries still keep going 
when the rest have stepped 

Silver Exide are the strong- trouble free life. Silver Exide 
est, most reliable batteries Batteries are obtainable from 
under the sun. They are qua- dealers everywhere. So don’t 
lity tested at every stage of delay—and you’ll stiff keep 
production . . . that’s why going when the ret* hove 
you’re sure of a long and stopped. 
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-V Ltd, Tiruchirapalli . 

t»y U»e Chairman, Sri K A P Vwwanathan 


*JftE following is the address deli- 

% vered by Sri K A P Xfiswan*- 
than, Chairman^ at the 23rd Anpoal 
General *, Meeting of‘'the Company 
held on 9th August 1963: 

I have great pleasure in welcom¬ 
ing y°u to this Twentythkd Animal 
GenrralMeeting of the Company. 

Under the Defence of India Rules,’ 
which have been promulgated under 
the present National Emergency, 
your Directors, Wete enjoined not'to 
publish the Balance Sheet and rgrtiy 
other accounts of the Company, nor 
reveal statistical data as'to the act* 
vitics of the Company, Ifonce these' 
documents, on which we usually 
have such • lively and illuminating 
discussions from all of you, have 
not been published and circulated 
to you. Opportunity,,was, however, 
given to sueh of the shareholders as 
desired td do so, to see: the accounts 
of the Company at the office, 'Spite 
was done with, the distinct expect¬ 
ation that the information will be 
deemed by them to be confidential. 

'Higher Dividend 

You. hgve now my assurance that 
the Company’s affairs as to its-vari- 

°us phases like construction, ex¬ 
pansion of rural electrification,., 
prudent management of its revenues 
& expenditure,’ have all been carried 1 
out diligently and with- care; this 
has refieqted ip the dividend we 
ligve been able to declare which 
you will observe is higher than 
what it was last year. In addition, 

I would also like to say . we have 
given supply to' ten more villages 
than we did last year; Aero has 
also been a substantial increase 
'avenue. I trust this will - give' you- 
satisfaction. * . 

1 am,confident that ip the.years 
jo come' this rate' of progress will- 
be maintained and -I akohope %et 
our National Emergency will (teod 
be over and that we will agafadbe 
free to discuss with you more fully 
the affairs -of the Compapy at simi- 
lar future .meetings. 


The Company’s staff have been 
working loyallyand there, has been 
great cordiality in ti>e labour-mana- 
gerhent relationship. YoUr Manag¬ 
ing Agents were able to successfully 
negotiate and conclude a further 3 
year agreement commencing with 
1st April, 1962 giving substantial 
benefits to all grades .of staff and I. 
am sure this has been appreciated 
by. labour and earned their general 
satisfaction. 

You will police that amongst the 
retiring Directors a re Messrs V 
Ramaiah who has been Hie Vice- 
Chairman of the Company and Sri 
G Sreenivasulu Chefty. Both these 
gentlemen, having attained ’the age 
of 65 .offered not -to seek re-election 
after retirement this year, in accor¬ 
dance with tile conventions set up 
by. us in the Board and jn fulfil¬ 
ment of * the promise that the 
strength of the Board shall be re¬ 
duced to ten elected Directore. I 
have however requested that Sri V 
Ramaiah should seek election and 
he a colleague on the Board, as he 
is an eminent engineer, very fit in 
spite-of his being 65 vears old and 
his services are invaluable to the 
Board. I-am sure you will »ll 
heartily support this suggestion of 
. mine. 

Power Shortage 

Sri G Sreenivasulu Chetty, as a 
Director of over five, years standing 
has been • extremely helpful to me 
in the, discharge of tny duties. ' On 
Behalf of all of you and on behalf 
of myself and my colleagues On the 
Board, as well as of the Managing 
Agents, I wish to tender to him my. 
sincere and heartfelt thanks. Though 
he has retired from his directorate, 

I am confident he will continue to 
take , an -abiding interest in the 
affairs of the Company. 

This ypar again we hod a few 
anxious, ffays dye. to acute water 
shortage iq the hydro-electric re- 
fletVoirs, and power position .became 
critical during the" month of June 
and part of July. Thou^t tire cut 
has been how removed, i regret to 


say that the position is still unsatis¬ 
factory. Let us hope that, soon, 
this stote of affairs will improve.' 

As a consequence of power short¬ 
age on the one hand «nd increas¬ 
ing operational costs all round, 
your Company was perforce com¬ 
pelled to make some slight incre¬ 
ases in tariffs to meet the unforeseen 
added expenditure. 

The Company received a peculiar 
request'from some shareholders; it 
was a -petition to table a resolution 
before you, to pay,.ret respectively, 
from'the beginning of times, in¬ 
creased gratuity benefits to all re¬ 
tired staff on the basis of some very 
recently' agreed formula. While 
the Directors were clear in their 
mind that such .a decision is out¬ 
side .the scope of their ’ powers or 1 
of the General Body as the proposal 
has nothing to do with' either' the 
accounts Or day-to-day administra¬ 
tion of the Company, they still 
sought legal opinion and were ad¬ 
vised that the proposal was ultra 
vires and should not be placed be¬ 
fore the General Body. I am sure 
you will appreciate the position. 

, I referred earlier to the National 
Emergency in the country on ac¬ 
count of the threat of a Chinese in¬ 
vasion. There was a lull in the 
minds of people for sometime, but 
we are again hearing of the mass¬ 
ing of troops by the Chinese on the 
borders, giving rise once again to 
feelings of perturbation all over the 
Country, 

Contribution Id Defence Effort 

It is a matter of gratification, 
that people all over the country are 
alive to this threat and have the 
single minded resolve to fight ag¬ 
gression at any time mid at any 
cost. It is also heartening.that all 
over the World there is sympathy 
and support for us. All the mem¬ 
bers of staff of this Company have 
subscribed voluntary contribution • 
to defence funds, and the company 
has offered its unqualified support 
with its resources of every kind to 
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Activity at Low Ebb 


Wednesday, Moraine 
damaged by excessive moisture— 


t r was another dull week for the 
Stock market. Activity was al¬ 
most entirely professional and of a 
jobbing nature. Interest was very 
Selective. Even the speculators’ fav¬ 
ourites drifted idly In a narrow 
range and showed only minor varia¬ 
tions from the previous week-end 
levels. Not unoften activity appear¬ 
ed to be almost at a standstill; It 
was not that the stock exchange 
community refrained from doing 
business as a mark of sympathy for 
the civic strike which has spread 
to the docks and transport services. 
Activity on the stock exchange, has 
been nearly paralysed by the conti¬ 
nuing political uncertainty. The' un¬ 
certainty is not merely In regard 
to the memicing border situation; 
developments in the internal politi¬ 
cal scene are no less disturbing. The 
Kamaraj plan for strengthening the 
Party organisation has led to all 
sorts of gossip about important 
ministerial changes in the Centre 
and the States. Stock market bulls 
and bears are reluctant to make 
new commitments until uncertainty 
1 b set at rest about the widely anti¬ 
cipated changes in the Central Cabi¬ 
net. 

The stock market's interest cen¬ 
tres mainly on the Finance port¬ 
folio. The Gold Control Order, super 
profits tax and the compulsory de¬ 
posit scheme notwithstanding, the 
stock exchange community conti¬ 
nues to look upon Shri Morarji 
Deoai as a friend of Big Business, 
New Delhi's deep concern over the 
state of the capital market has rai¬ 
sed hopes about suitable modifica¬ 
tions In the fiscal policy if the mea¬ 
sures that have already been pro¬ 
posed to tone up the capital market 
fail to resolve the 'crisis of confi- 


genera! feeling among market men 
is that with the Government anxious 
to revive the capital market through 
institutional support, equity prices 
might not record any important 
decline from the current levels 1 'un¬ 
less there is a further deterioration 
in India's relations with China and 
Pakistan. The technical position of 
the market is quite healthy. This 
is partly because speculative acti¬ 
vity has shrunk to modest propor¬ 
tions and partly due' to the decline 
in floating stocks of several scrips 
as a result of sustained support 
from the Life Insurance Corpora¬ 
tion. 

Cotton 

Weather Guides Sentiment 

HE sharp increase in the spread 
between the old and new crop 
contracts from Ra 3.20 to Ra 18.60 
per 3 quintals was perhaps the only 
notable feature of trading last 
week. Tills came about through a 
steep rise In the maturing August 
contract from Rs 704 to Rs 722 
whereas the March 1964 contract 
showed a net gain of Rs 2.75 at 
Rs 703.60. Price movements in the 
maturing contract are, however, of 
little significance because of the 
very small volume of outstanding 
business in it. August shot up be¬ 
cause the survey results and appeal 
decisions were against sellers and 
the tenders issued so far totalled 1 
only 3,600 bales. 

The up and down movements in 
the new crop oontract Were guided 
solely by the weather news. Anxiety 
over the prolonged wet spell push¬ 
ed the quotation from Rs 700-76 to 
Rs 706.25 but the four days’ rise 
was wiped out in a single day—19th 
August—when the weather reports 


the extent of the damage cannot 
be assessed at present—reports from 
all othdr producing centres indicate 
that the crop is pro groaning satis¬ 
factorily. Since it is much too early 
to tateua view of the crop, neither 
hulls nor bears are inclined to build 
up large positions. The volume of 
speculative activity therefore re¬ 
main* small, in view of the fairly 
big carryover from the 1962-63 sea¬ 
son which ends on 3lst August, the 
general market opinion is that if the 
new . crop turns out to be as good 
as the last one, cotton prices could 
easily rifixwd a substantial decline 
fromriRie current levels. The crop 
could well be larger—in fact, it 
should' be larger If the Plan targets 
are to make any sense—if the wea¬ 
ther is normal. Market reports In¬ 
dicate an increase in the area un¬ 
der oefton cultivation in the new 
season. 

The turnover in the spot cotton 
market was extremely poor. The 
market was closed most of the time 
due to sectional holidays and acti¬ 
vity was further affected by the 
transport strike. Export activity 
was also negligible. There seems 
little chance of the outstanding 
quote being fully utilised before the 
end of this month and for this the 
blame must rest with, the authori¬ 
ties iw^Maying the reallocation of 
unutilised quotas, especially of 
RengfifHdeshi. 

Oilseeds 

Groundnut at New High 

HP HADING In the oilseeds mar¬ 
ket last week was notable for 
the further marked strength in 
groundnut and groundnut oil. 
Groundnut Khandesh quality rose 
f rora 49.87 to Rs 80.87 (per 

60 kgdi and the quotation far 
groundnut oil improved from Rs 
19.40 to Re 20.10 (per 10 kgs). 
There was a virtual scramble for 
ready goods—seeds as well as oil. 
And with demand Mkely to be well- 
mata tainted and offerings restricted, 
spot prices are expected to record 
further improvement in the imme¬ 
diate future. If allowance is made 
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dance’. It eeeme doubtful whether 
fiscal concessions can restore confi¬ 
dence and revitalise the investment 
market unless there is a'distinct im¬ 
provement In the political situation. 
It is the political uncertainty rather t 
titan the economic prospect which 
has scared away investors. 

While tit* outlook foe equities has 
been clouded toy the continuing 
threat of Chinese aggression, the 


from most of the cotton producing 
tracts indicated clear weather. The 
weather was said to be cloudy 
again on Tuesday and the quotation 
recovered to Rs 705 In kerb. 

Thattbetr&ding aehttment should 
be guided entirely by the weather 
news is hot the least surprising be¬ 
cause weather alone bolds the r key 
to tiie crop'. Excepting Akola when 
the crop Is feared to have been 



';*S*w* 4963' 











for the excise duty relief, ground¬ 
nut oil i» already quoted higher 
than the highest level recorded in 


to display a-subdued tendency due 
to lack- of frealv support. The new 
crop March . 'contract fluctuated 
narrowly between Rs 162.75 and 
Hs 164.62 and the old September 
contract was generally quoted about 
Rs 6 lower. Speculative interest in 
castor continued to be poor. 

Export houses did not report any 
exciting business last week. Over¬ 
seas quotations for groundnut ex¬ 
tractions were slightly better "but 


business ..was not large and tbs OK 
was mentioned as the xdatn bUyfcr. 
Unconfirmed reports indicated *h*t 
Russia had purchased a siasMe 
quantity cf castor oH during tbs 
week. Groundnut oil and linseed «Q 
were completely neglected. Sanaa 
bueinass was reported., in linseed 
cakes, expellera as ‘ well as extrac¬ 
tions. The UK was reported to have 
purchased small quantities of oot- 
tonseed cake for distant delivery. 



n towards progress ... 


th« previous season. 

Th« Temarkable strength in ready 
has induced considerable short cov¬ 
eting in the new crop January con¬ 
tract which has gone up from Rs 
217.50 to Rs 221.25. The price has 
Shot up in spite of the satisfactory 
weather reports from nearly all the 
groundnut producing areas. This Is 
because market sentiment at pre¬ 
sent Is being guided more by the 
prevailing shortage of ready goods 
than by ideas of prospective supply. 
If all goes well, the new crop, accor¬ 
ding to most market men, is likely 
to be better than the previous one. 
But any increase in production is 
likely to be more than offset by the 

normal annual increase in domestic 
consumption, let alone export needs. 
New Delhi has notified the soap 
manufacturers and copra crushers 
that in future no further consumer 
licences will be granted to them for 
the Import of copra and palm oil. 
They will have to earn their require¬ 
ments by exporting vegetable oils 
and decorticated cottonseed cake. 
This is likely to push up the dem¬ 
and for groundnut oil for export 
purposes. Of course the export per¬ 
formance will depend to a conside¬ 
rable extent on conditions in over- 


India Steamship Co„ Ltd., has 
a steady record of progress... 
Since Independence, Its ton¬ 
nage hat increased from about 
85,000 D.W. tons to over 
200,000 D.W. tool—more ton¬ 
nage being stilt on order. 

Its services are also extending 
to various trade routes. After 
initial consolidation in the 
India-U.K.-Continent trade— 
the Company entered the 
Indo-Soviet service to the 
Russian Black Sea ports in 


1956 and later to Rumanian 
ports. In 1959 the Company , 
forged still another link in the 
overseas with South. America, 
and in 1960 it extended its 
service to Poland. 

their experience and reputa¬ 
tion for fast, efficient and 
dependable service built on the 
personal care given by their 
experienced officers and crew 
to the cargo entrusted to them, 
have earned them the goodwill 
of their customers. * 


SHir 

•V INDIA STEAMSHIP COMPANY 
AiM/TID FOR IT* CARGO CARE. EFFICIENCY. DEFENOASIUTY. 
SFEED AND MODERN SHIPS tUILT TO *urr THE NEED* OF THE TRAOt 


seas markets, which, in turn, depend 
on the overall supply position of 
vegetable oils. Here mention might 
be made Of the 1968-64 US soyabean 
crop which is expected to reach a 
record level of 723.18 million 
bushels as against 702.59 million 
bushels In the previous season. The 
US Unseed crop for 1963 is also 
estimated to be higher at 31.45 
million bushels compared to 27.85 
milUon bushels in 1962. 

Unseeds firmed up in sympathy 
with groundnuts. The September 
contract Improved from Rs 37.06 
to Rs 37.66 (per 50 kgs) and the 
new crop March contract rose from 
Rs 36.44 to Ra 37,12. The dem¬ 
and for linseed oil is expected to 
show a considerable improvement 
after a few weeks and with ready 
goods rather scarce, linseed prices 
am likely to be Arm in com- 
ing weeks. Cottonseeds were 
Ptbadier but business was limited. 
GaStpr> futures, .however, .continued 

"i t 
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Larsen & Toubro 



JAR8KN 1 TOUBRO has kept 
■** up its progress during the finan¬ 
cial year ended March SI, 1963. The 
results recorded, the Chairman 
states, reflect the benefits of a 
planned expansion of the Com¬ 
pany’s established activities and 
development of new lines. The Com¬ 
pany is a major engineering unit 
manufacturing agricultural and 
allied types of machinery and a 
wide range of plant and equipment. 
It also distributes the products of 
some foreign manufacturers in In¬ 
dia. It has six subsidiaries and six 
associated companies. 

Sales and other incomes aggrega¬ 
ted to Rs 774.91 lakhs compared 
with Rs 597.28 lakhs in 19ft-62 
showing a rise of 29 per cent. Pro¬ 
fit after providing for depreciation 
and development reserve moved up 
to Rs 48.30 lakhs from Rs 40.26 
iakhs in the previous year, but the 
profit margin has not improved, 
being 6.2 per cent as against 6:7 
per cent. Provision for develop¬ 
ment rebate reserve has been redu¬ 
ced to 80 per cent as against the 
previous practice to take credit for 
100 per cent although the total 
amount thus provided is more than 
the statutory minimum of 75 per 
cent. Taxes including SPT absorb 
Rs 24.40 lakhs (Rs 21.00 lakhs). 

Profits after taxes amount to Rs 
23.90 lakhs being Rs 4.64 lakhs 
more than In 1961-62. The net pro¬ 
fit margin has, however, declined 
fractionally from 3.2 per cent to 
3.1 per cent. The failure of the net 
surplus to rise proportionately with 
the turnover la attributed to the 
general rise in the cost of raw 
materials and stores, manufacturing 
and trading expenses and the KSw 
levies like the Emergency Risks 
Insurance, additional customs ..anjj. 
excise duties, etc. Taking in t as ^ g fe - 
count the previous year’s balance 
of Rs 1,51 lakhs the Directors haije 
appropriate^ the available arrtCtatt 
of Rs 25.28 lakhs by transferring 
Rs 4.06 lakhs to General Reserve, 
Rs 1 lakh to Dividend Equalisation 
Reserve and Rs 20.23 lakhs 
Dividend Reserve and carrying 
forward Rs 11,673 to the next'ac¬ 
count . The dividend is proposed to 


be paid out of the Dividend Re¬ 
serve, the Preference dividend at 
6.60 per cent (subject to tax) ab¬ 
sorbing Rs 97,500 and ordinary 
dividends at Rs 1.40 per old share 
(14 per cent subject to tax, same 
as in the previous year) and , Rs 
0.70 per new share in all absorbing 
Rs 19.25 lakhs. At the current 
rate of Rs 22.48, the yield works 
out to 6.2 per cent taxable. 

The Directors report that the 
Powai Workshops operated satis¬ 
factorily during the year and the 
output increased by about 40 per 
cent and is expected to show fur¬ 
ther improvement in 1963-64. The 
Company’s manufactures of plant 
and equipments for chemical, phar¬ 
maceutical, dyestuff, dairy, distil¬ 
lery and brewery industries have 
a satisfactory carryover of orders. 
The switchgear factory has also in¬ 
creased its output as planned and a 
further extension of the factory is 
being planned. The Company has 
secured a contract of the value of 
Rs 140 lakhs from MP State Elec¬ 
tricity Board for mechanical and 
electrical erection and Installation. 
Deriving confidence from the fact 
that the Company has large and 
well-planned investments and facili¬ 
ties for the manufacture of high 
quality engineering products in its 
own and in its subsidiary compa¬ 
nies, capable of yielding satisfactory 
earnings, the Chairman is hopeful 
that the Company has a promising 
and prosperous future. 

Madras Motor and General 
Insurance 

THE Madras Motor and General 
Insurance Company, a member 
of the well known TVS Group, is 
one of the fastest growing companies 
in the general insurance business in 
the country. From the point of 
view of the volume of underwriting, 
it is among the first 15 companies 
in the field today and from the point 
of view of profits, probably, among 
the first five. It bears testimony to 
the prudent policies pursued by the 
company that ft has been able to 
combine a large and fast-growing 
business with very satisfactory pro¬ 
fit rates. 
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TheXompany’s working in 1962, 
as revealed by the Annual Report 
for tbe year, is fully in keeping with 
past performance. Motor premium, 
which is the mainstay of the Com¬ 
pany, has increased by Rs 12.11 
lakhs (20 pc) to Rs 71.59 lakhs, 
fire premium by Rs 3.16 lakhs (114 
pc) to Rs 5.94 lakhs, and marine 
premium by Rs 86,000 (65 pc) to 
Rs 2.17 iakhs. The Company’s claim 
ratio in the fire department has been 
quite favourable, being only 14 p c 
as against 13 pc in the previous 
year. In the marine department, 
the ratio has practically remained 
Urn samb as last year, around 52 
pc. In the miscellaneous depart¬ 
ment, however, it has increased from 
36 p e to 44 p c. 

After allocating Rs 9.60 lakhs for 
taxes and Rs 97,412 to the invest¬ 
ment fluctuation reserve, the Com¬ 
pany’s profits for the year amount 
to Rs 10.95 lakhs, the highest for 
any year so far. From tbe disposa¬ 
ble profits, a sum of Rs 4.50 lakhs 
(Rs 3.95 lakhs) is transferred to the 
General Reserve raising it to Rs 21 
lakhs? The Directors have declared 
a dividend of Rs 18.50 per share of 
Rs 100 as against Rs 20.75 per share 
in tbe previous year. 

Kirloskar Oil Engines 
l^IRLOBKAR Oil Engines has 
earned a higher profit of Rb 
89.85 lakhs IRs 77.59 lakhs) dur¬ 
ing the year ended March 31, 1963. 
The rise cf about 16 per cent in the 
profits is the result of an expansion 
in sales by about Rs 77.16 lakhs 
or 19 per cent amounting to Rs 
4.73 crores. Provision for taxation 
has Absorbed Rs 61 lakhs as 
against Rs. 37 lakhs previously. 
Development rebate reserve is cre¬ 
dited with Rs. 3.86 lakhs (Rs. 4.66 
lakhs). General reserve gets less 
at Rs. 10 lakhs (Rs 21 lakhs). 
Rehabilitation reserve draws Rs 4 
lakhs (same). A sum of Rs 11 
lakhs (Rs 9 lakhs) is transferred 
to Dividend reserve, from which 
the Directors propose to meet pre¬ 
ference dividend at 8 per cent sub¬ 
ject to tax absorbing Rs 3.20 lakhs 
and pay ordinary dividend at 12 
per cent subject to tax absorbing 
Rs 10.40 lakhs. 

The Directors state that in spite 
of higher profits, the amount avail¬ 
able for distribution asd allocation 
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to Reserve* has been com^teN^dy 
,v. reduced by the incidence of '8FT 
£,’ The demand for the Company's en¬ 
gines is on the increase and exports 
have maintained a progressive 
trend. 

Money Market 

Thursday Morning, 

THE inter-hank call money rate 
eased during the week from 
per cent to 2 per cent. The easi¬ 
ness is natural in the mid-slack sea¬ 
son with large amounts of free funds 
floating about. Scheduled banks’ 
advances, as seen from the latest 


amounted to 8s 9-07 crores. "The 
rupee securities in the Issue Depart¬ 
ment have been, therefore, reduced 
by Rs 10 crores. This reduction is 
not, however, reflected in an increase 
in the investments of the Banking 
Department; on the contrary, the 
Bank's investments have fallen by 
Rs 21.07 crores and its holdings of 
Treasury Bills are also down by Ks 
2d.06 crores. The reduction in the 
Bank’s holdings of securities, aggre¬ 
gating on all the three aewunts to 
Rs 54.13 crores, appears to be 
mainly the result of heavy with¬ 
drawals of deposits by Central and 
State Governments to the tune of 






aboUfj Rs 51.79 crores and an in¬ 
crease in their borrowings by Rs 
3.35 crores. Incidentally, it appears 
that the bulk of securities unloaded 
by the Reserve Bank will have been 
absorbed by the scheduled banks 
whose investments in securities have 
continuously risen and by as much 
as Rs 24.12 crores during the week 
ended August 9. Foreign assets 
marked a further decline during the 
week by Rs 81 lakhs as a result ol 
a fall in balances held aborad. 

Steady conditions continued iti 
the giltedged market where enquiries 
centred round selected issues. 


available return upto August 9, 
have actually contracted, though 
only by Rs 51 lakhs, while their 
deposits have increased, again mea¬ 
grely by Rs 46 lakhs. Moneys 
placed at call and short-notice have 
come hack to the extent of Rs 8.36 
crores and arc reflected in a rise 
of Rs 7.83 crores in cash balances 
and balances with the Reserve Bank. 
On top of this, banks have been 
able to increase their investment in 
securities by Rs 24.12 crores. 

All this would indicate that the 
supply of funds continues to lie 
more than adequate to meet demand. 
Besides, the sudden change in the 
Calcutta call loan market where the 
rate has staged a sharp decline 
from 31 per cent and more a week 
ago to ns low as 1 pei cent and 
even less on Wednesday evening, 
suggests that the keen demand for 
funds at that end which had earlier 
pushed up the rate, has now slacken¬ 
ed and that funds which had flown 
from Bombay a few weeks ago have 
also returned. If the present easi¬ 
ness in Calcutta persists, rates in 
Bombay will be governed only by 
local supply and demand. 

Reserve Bank’s statement for the 
week to August 16, is further indi¬ 
cative of the comfortable monetary 
position of the scheduled banks. Not 
only have scheduled banks' borrow¬ 
ings gone down by Rs 2.85 crores 
during the week, but their deposits 
have increased hy Rs 2.54 crores. 

Although active notes increased 
consecutively during the two weeks 
ended August 9 by about Rs 38.0.5 
crores, they contracted during the 
Week ended August 16. by Rs 10.50 
crores. Since the Banking Depart¬ 
ment increased its holdings by Rs 
1.44 crores, the net withdrawal has 
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A thrifty person saves today and saves 
his tomorrows while a spendthrift 
spends today and spends away his 
tomorrows as well. 
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CURRENT STATISTICS 

■ RAILWAY WAGONS LOADED 

(la Terms of ’000 4-Wheeler*) 

Aggregate from April 1 to June 30, 1963 
Broad Gauge 
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Coal and coke for public 

365.5 

434.4 

+ 18.9 

83.5 

74.8 

+ 17.8 

Grains and pulses 

107.0 

130.2 

+ 21.7 

93.5 

105.9 

+ 13.2 

Oilseeds 

14.3 

17.1 

+ 19.1 

16.2 

18.4 

+ 13.9 

Raw cotton 

7.3 

7.1 

— 2.61 

5.8 

5.7 

— 2.38 

Cotton manufactured 

2.5 

2.3 

— 8.45 

0.6 

0.8 

+ 33.5 

Raw Jute 

15.6 

11.0 

-29.7 

15.3 

10.2 

—33.5 

Jute manufactured 

1.6 

1.9 

4 19.3 

1.7 

1.3 

—20.6 

Sugar 

17.3 

18.1 

+ 4.79 

19.4 

20.7 

+ 6.56 

Sugarcane 

11.7 

0.2 

-98.7 

70.2 

1.2 

—98.2 

Cement 

Iron and steel 

47.4 

54.9 

+ 15.9 

44.5 

43.4 

— 2.47 

Pig iron 

9.8 

12.5 

-1 27.6 

2.1 

1.3 

—35.7 

Others 

80.1 

.95.8 

+ 19.8 

16.9 

16.6 

— 1.96 

Tea 

Metallic ores 

1.6 

1.3 

— 18.4 

2.2 

1.7 

—20.2 

Manganese ore 

14.7 

12.8 

— 16.1 

3.9 

2.5 

—36.5 

Iron ore 

136.3 

163.1 

4 19.7 

14.6 

15.3 

+ 5.16 

Others 

" 6.2 

8.1 

+ 30.8 

6.9 

54 

-21 7 

Limestone and dolomite 

63-0 

64.3 

— 1.18 

19.1 

15.1 

—21.0 

Miscellaneous full wagons 

406,6 

456.8 

+ 12.3 

319.4 

343.9 

+ 7.68 

Miscellaneous smalls 
Non-Revenue Traffic 

•' ' 83.4 

81.7 

- 2.08 

70.2 

88.3 

— 2.68 

Coal for home line 68.9 

Coal for other Govt, railways and 

73.4 

+ 6.50 

68.5 

69.4 

+ 1.24 

manufacturing units 

123.3 

131.2 

+ 6.43 

5.7 

9.4 

4 65.7 

Other stores 

46.1 

59.8 

+ 29.9 

39.8 

47.9 

420.3 

TOTAL 

■Source : Ministry of Railways 

1,632.3 

(Railway Board), 

1,837.6 

Government of 

+ 12.6 
India. 

900.0 

879.3 

— 2.30 


STATE FINANCIAL CORPORATIONS 
Liabilities and Assets 

(/G Lakhs)' 


Figures for the last Friday of 
June ’63 Mayf '63 April ’63 June *62 


No of SFCs 

15 

15 

15 

15 

Liabilities 

Capital and reserves 
(i) Paid-up capital 

15,32 

-15,32 

15,32 

16,10 

(ii) Reserve fund 

16 

14 

14 

13 

(iii) Provision for bad 




and doubtful 
debts and 
other reserves 

33 

32 

31 

13 

Bonds and debentures 

18,48 

1&48 

18,51 

18 

Other liabilities 

16,94 

16,53 

14,81 

10,81 

Total liabilities or 
assets 

51.23 

■■'tin 

49,09 

42,16 

Assets 

Cash in hand and 
balances wSb banks 

4,30 

+13 

4,25 

8.35 . 

Investments in 


1 ' ” . 


Government ‘Securities 

4,47: 


4,64 

,, 4,48 

Loans and advances 

33,05 

32,49 

24,17 

Debentures 

22 

22 

22 

13 

Other assets 

9,19 

8,88 

7,52 

5.03 

Source i Reserve Bank 

of India. 




INDUSTRIAL FINANCE CORPORATION 
Liabilities and Assets 

(K.r Lakhs) 

Figures for the last Friday of 
June ’63 May ’63 April ’63 June ’62 


Liabilities 


Reserve funds 

Reserve for doubtful 

2,22 

2.22 

2,22 

1,75 

debts 

14 

14 

14 

14 

Provision for taxation 

59 

59 

59 

59 

Bonds and debentures 

28,24 

28,24 

28,24 

22,24 

Borrowings 

26,91 

26,38 

25,07 

19,98 

(i) From RBI 

— 

1,12 

— 

— 

(ii) From Govt 
(\ii) In foreign 

24,75 

23,75 

23,75 

19,75 

currency 

2,16 

1,51 

1,32 

23 

Other liabilities 

Total liabilities or 

23,49 

21,15 

20,97 

20,94 

asset* 

Assets 

Cash in hand and 

81,61 

78,74 

77,24 

65,61 

balances with banks 

1,64 

1,82 

3,64 

2,02 

Loans and advances 

59,86 

57,60 

56,52 

49,57 

Other assets 

20,11 

19,32 

17,08 

14,05 


Source : Industrial Finance Corporation of India. 
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It is also necessary that those released from the administration for 
party work are men who have a standing in the Congress independent 
of their position as Ministers. Only such persons can be expected to 
command the authority required lo make a frontal attack on the orga¬ 
nisational problems which afflict the Congress. To spare lesser people 
from the Government would have been to ensure that the Kamaraj 
plan would go the way of so many other high-sounding Congress 
schemes. 

Having said that, it is relevant to ask what these eminent Congress¬ 
men who have resigned from the Government are going to do. Their 
tasks will really depend on what the Kamaraj plan is designed to 
achieve. It could streamline the Congress by resolving the organisa¬ 
tional problems which beset it anti fashion it into a less divided, more 
disciplined and vigorous political party. It could also seek to increase 
the electoral support for the party or make it more popular with the 
people. The two objectives may not bo independent insofar as a better 
organised Congress will command greater respect from the people and 
will be in a position to fight electoral battles more effectively. The 
two objectives, however, need not necessarily be consistent and may be 
conflicting at times. 

To take the second objective first, as the ruling party, the people 
naturally judge the Congress principally by the record of the Govern¬ 
ment. In his reply to the recent no-confidencc debate in the Lok Sabha, 
the Prime Minister almost admitted that there was popular disaffection 
with the Congress and that the chief reason for this was the hiatus 
between the Government’s policies .tod practices and between its de¬ 
clared objectives and its achievemefl^^flMMfh this diagnosis is rele¬ 
vant, as it no doubt is, the Karnaraj^^^BMWot be very helpful since 
its sphere is not the Government, -l^Wfceparty. It is conceivable 
that as a result of the recent resignations, the new Cabinet may be more 
homogenous and the possible infusion of new blood may also make it 
more dynamic. But if these results follow, which is unlikely, they will 
be incidental by-products; has not the Prime Minister himself said 
that his decision on the resignations was not influenced either by ideo¬ 
logy or the record of the Ministers? 

As for the first objective, the problems which afflict the Congress 
are no secret. Indiscipline and faction fight, which manifest themselves 
in the most extreme forms like Congressmen supporting opposition 
candidates jjn ejections, have become accepted facts of Congress organi¬ 
sation,. ,,'Ih^ss ftre the problems which the Kamaraj plan has to tackle. 
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The senior Congressmen wfcio have 
resigned from the Government will 
■probably concentrate on tie regions 
where their influence in the Con- 
, gross organisation is the most and 
tiirough patient effort to try to iron 
out dissensions and factionalism. 

This is, of course, easier said than 
done. Consider the nature of the 
factions and their genesis. The 
Congress is an elephantine organi¬ 
sation enveloping within its gargan¬ 
tuan folds a thousand different, and 
inevitably conflicting, interests. Is 
it, then, surprising at all that there 
should be so many factions or that 
the struggles among them should be 
so hitter ? Other political parties 
in other countries have career poli¬ 
ticians who make no secret of their 
ambitions hut what has made it 
impossible to reconcile individual 
ambitions with efficient party orga¬ 
nisation in the Congress is the ge¬ 
nuine conflict of interests and ideo¬ 
logies which are the inevitable pro¬ 
duct of the Congress party’s attempt 
to preserve its pre-independence 
position as something more than u 
political party, as a national orga¬ 
nisation. As long as this effort to 
represent almost every section of 
the people or every interest in the 
country continues, factions will re¬ 
main and no plan will make the 
least difference. 

It is here that the possible con¬ 
flict referred to above between the 
objectives of streamlining Congress 
organisation and increasing its elec¬ 
toral support may arise. If it is re¬ 
cognised that ideological cohesion is 
the precondition for reorganisation 
of the party, those who do not fit 
into the cohesive pattern may have 
to be ruthlessly weeded out. It is 
conceivable that this may in the 
short run adversely affect the popu¬ 
larity of the party and probably 
lead to the loss of some elections 
here and there. But tUmf 
the Congress can reaM^^JHU 
considering its overwhelm^PTd- 
vantages over its political competi¬ 
tors. 

The question to ask then is : will 
the Kamaraj plan lead to such an 
ideological reorientation of the 
party ? At this stage the answer ha? 
to be based on the Prime Minister’s 
choice of persons to devote them¬ 
selves to party work. Prom this it is 
difficult to avoid the fueling that the 
whole business has got off to a 
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the ones ndw jreleased from the Cen¬ 
tral pabinetj '■■■, can certainly take, 

steps which would ensure the main¬ 
tenance of a spoils system, for this 
merely requires the reaching of a 
compromise on a short-term pro¬ 
gramme of .action, which would 
neither favour nor militate against 
any particular political ideology. 
But long-term non-alignment in 
respect of socio-economic problems 
is a non sequitur and so long as the 
leaders are unable to agree on what 
to do with the Janus-faced Congress, 
the perambulations started last week 
would not add up to anything more 
than a false, and possibly danger¬ 
ous, gesture. 

Dangerous, because of its impli¬ 
cations for the balance between the 
Congress organisation and the Gov¬ 
ernment at the Centre. The inclusion 
of almost all Congress leaders with 
the semblance of a national stature 
in the Union Government has meant 


ghat at the Ontr© at Uniit 'the Gov¬ 
ernment has been relatively f r , v 
from interference by the party j, 
spheres which are exclusively it.,. 
Now with the resignation of some 
of the most powerful Congressmen 
from the Government and their re¬ 
turn to the . party organisation the 
position may well he reversed. This 
danger may also manifest itself in 
an intensification Of the centrifugal 
forces in the country.; The leader 
who have resigned' from the Govern¬ 
ment might return to the States 
where they have their political base 
and build themselves up into power¬ 
ful sataraps. Signs have not been 
wanting that the present hold of tie 
Central Government cannot be taken 
for granted for long, * At such a 
time it needs to be seriously consi¬ 
dered, whether the Kamaraj plan 
has not intensified the process by 
weakening the Central Government 
politically, though not necessarily 
in the sense of making it less effi¬ 
cient administratively. 


Division of Labour 


A Correspondent writes : 

THE departure of many top per¬ 
sonalities from the Cabinet, 
under the Kamaraj plan, provides 
the Prime Minister with the oppor¬ 
tunity to make a long-overdue re¬ 
allocation of the economic port¬ 
folios. The Prime Minister admitted 
the need to rationalise the distribu¬ 
tion of functions among the econo¬ 
mic ministries last year when 
T T K was taken into the Cabinet, 
but he did not get very far then 
due to reasons that are well known. 

There is, first of all, the urgent 
need to rationalise the organisation 
of those two most important depart¬ 
ments of Government, the Finance 
Ministry and the Planning Commis¬ 
sion. The Finance Ministry could 
be split into three separate Minis¬ 
tries: Economic Affairs, Corporate 
Affairs and Finance. 

The Ministry of Economic Affairs, 
headed by a senior Cabinet Minister, 
can take over the present depart¬ 
ment bearing the same name minus 
the divisions which lode after 
corporate affairs. .The superfluous 
department of special economic 
affairs in the Ministry of Economic 
and Defence Coordination, and the 
non-existent Ministry of Planning, 
dan he abolished and the Minister 


for Economic Affairs appointed exe¬ 
cutive head of the Planning Com¬ 
mission. As has been suggested in 
this journal earlier (“Overhaul 
Planning”, June 23, 1962) the otlvr 
members of the Planning Comm vi¬ 
sion should be appointed on the 
basis of their technical competence 
alone; no other Cabinet Minister, 
apart from the Prime Minister if 
necessary, need be a member of the 
Planning Commission. This, togethei 
with a thorough re-organisation of 
its numerous and over-lapping div- 
sions, should meet the oft-repeated 
criticism that the Planning Com¬ 
mission needs to plan, itself fust- 
Once these reforms are effected, the 
Development Wing can be absorbed 
in. the Planning Commission as • ; 
full-fledged Industry Division. 

The Ministry of Corporate Affair- 
can be headed by a relatively junioi 
Minister holding independent 
charge. It will be responsible f<»' 
the administration of company law, 
regulation of stock exchanges, con¬ 
trol of Capital, issues arid* coordina¬ 
tion of tlie working of financial 
institutions Kke the LIC, I F C. 
1C I C l, NI D C and the comme- 
cial hanks, (The Reserve Bank 
however, will remain under. Econo 
mic Affairs). This qrrangemeui 
will centralise the regulation 
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vity trfidef one Ministry. 'At present, 
the company law department is at* 
iached t<j tine. Ministry' of Industry 
• created' l(f»f haonth), while the 
other regulating; agencies are 1 in 
Lcomrih )c Affairs. . „ . 

The Ministry of Finance would 
then consist merely of the depart- 
ments of revenue' and expenditure 
However, -in view of .its important 
role in' framing the budget and 
supervising the day-to-day financial 
operation* of Government, this 
Ministry must continue to,have a 
high status,; which can by assured 
by putting it under a Minister of 
State, responsible to the Minister .of 
Economic Affairs. 

Reorganisation of the Finance 
Ministry on these lines will be a 
drastic step. It will involve the 
abolition of the Ministry of Plan¬ 
ning and the Ministry of Economic 
and Defence Coordination, and pro¬ 
found changes in the organisation 
ol the Finance Ministry and the 
Planning Commission. The reorga¬ 
nisation is, nevertheless, necessary 
in the interest of speedier policy 
decisions which are now held up 
by the diffusion of functions relat¬ 
ing to planning and finance among 
a number of authorities. 

> n f‘ i 

A regrouping of the executive 
mmoraic ministries follows as a 
logical corollary. However, it should 
be admitted at the outset, that it is 
impossible to so group the minist¬ 
ries as to achieve complete coordi¬ 
nation of all inter-related activities. 
All executive economic functions 
arc inter-related; one cannot, 
on that ground, put railways, 
mines and fuel, and steel, for 
instance, under the same ministry. 
Hegrouping has to be based mainly 
upon administrative feasibility and 
convenience, while coordination, 
(that religious chant which expiates 
many administrative sins), in the 
ultimate analysis has to be the 
responsibility of the Ministry of 
f eonomic Affair? and the Cabinet 
Economic Committee. 

The moat illogical elements in the 
existing arrangement are: 

( i) the Ministry of Economic 
mul Defence Coordination which 
directly controls the Department of 
Su PPly and is overlord of the Mini- 
str V of Defence T’roduotion, and 

id) the Ministries of Steel arid 



Following tram - the reorganisa¬ 
tion of the Finance Ministry sug¬ 
gested above. Economic and Defence 
Coordination will disappear. Of ft« 
three departments, special economic 
affairs will go to Economic Affairs, 
and technical development (i e the 
Development Wing) will be absorb¬ 
ed in the Planning Commission, 
leaving only the Department of 
Supply which procures equipment 
and stores worth Rs 300-400 crores 
a year. Supply can be merged With 
Defence Production' to form an in- 
, dependent Ministry, but if Defence 
Production must* remain, for rea¬ 
sons of ‘security’ and coordination, 
under the Ministry of Defence, 
Supply could be put under a Min¬ 
ister of State. 

The present division of functions 
between the three industry minis¬ 
tries makes hardly any sense and, 
besides, keeps two of them in a 
state of severe under-employment 
The Ministry of Industry looks 
after industrial licensing, adminis¬ 
tration of company law and light 
engineering and. chemical (exclud¬ 
ing fertilisers) industries and small 
and village industries (excluding 
handlooms). 'The Ministry of Inter¬ 
national Trade has charge of ex¬ 
port promotion, import licensing, 
plantations, raw cotton, textiles (in¬ 
cluding handlooms), coir, forward 
markets and tariffs. The Ministry of 
Steel and Heavy Industry has all 
the fat plums of industry. The best 
solution will be to have a single 
Ministry of Industry, with a senior 
Minister directly responsible for 
steel and heavy industry, and a Min¬ 
ister of State taking care of all 
other industries, including small in¬ 
dustries. International trade can be 
placed under an independent junior 
Minister, if the long-term and basic 
economic implications of export 
promotion are worked out by the 
Ministry of Economic Affairs and 
the .Planning Commission. What ex¬ 
port promotion needs, after all, is 
not just an energetic Minister and 
some -ad hoc incentives but a com¬ 
prehensive and integrated .policy for 
the entire economy, 

Thdre is no . reason Why railways 
and transport and communications 


not be merged into a single 
Ministry, tlie perpetual bickering 
between railways and other. trans¬ 
port interests notwithstanding. Al- • 
most every segment of this Minis¬ 
try . will enjoy operational autono¬ 
my: railways under the Railway 
Board, poets - and . telegraph under 
the.P and T Board, aviation under 
the two air corporations,, pom 
under Port Trusts, and public sec- \ 
tor shipping under the Shipping 
Corporation. If the autonomy of 
these public departments and enter¬ 
prises is really meaningful, tho 
principal function erf the Transport 
Ministry will be only to coordinate 
their working and provide overall 
guidance. 

Regarding Food and Agriculture, 
which has an attached Ministry of 
Community Development and Co¬ 
operation, one has to start with the 
constitutional limitation that agri¬ 
culture including community deve¬ 
lopment and cooperation, ig a State, ' 
not a Central, subject. Strictly 
speaking, agriculture at the Centre 
should be the concern of the Plan¬ 
ning Commission only. Food—eg 
import of food grains and export 
of sugar —alone is a genuine Cent¬ 
ral subject. There is, in any event, 
no need for a Ministry of Commu¬ 
nity Development and Cooperation 
separate from Agriculture, for, if 
official policy declarations mean 
anything, the two are concerned 
with the same principal task. 

The allocation of irrigation and 
fertilisers to the Ministry of Agri¬ 
culture is not likely to make this 
Ministry much more effective than 
it is now: utilisation of irrigation 
facilities depends upon action by 
the States, while the transfer of 
fertilisers from one Ministry to an¬ 
other cannot, by itself, increase 
production so long as the Govern¬ 
ment’s price policy keeps away 
foreign collaborators. Such a re-al- 
locarion would be justified, if at 
all^dff^fwhen the new Ministry of 
Fooq and Agriculture sheds those 
functions which duplicate the work 
of the States, and the administra¬ 
tive capacity thus spared can be 
used to relieve the other Ministries. 

So far as irrigation and power, 
and mines and fuel are concerned, 
the present junior Ministries can 
continue. It is true that irrigation 
and power have little to do with 
each other insofar as much of the 
irrigation comes front medium and 
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minor works, and power is generated 
in thermal plants. But, at the Centre, 
a Urge part of the exploraory, eva¬ 
luation and advisory work relate* to 
multi-purpose projects and hydro- 
power. And, in any case, it may be 
worthwhile to wait and see how & 
technician-turned-politician, a rare 
phenomenon in India, handles a job 
within his technical competence. 

Regarding mines and fuel, the 
temptation to subordinate it to the 
Ministry of Industry should be re¬ 
sisted. Industty is a big enough 
charge and past experience with 


jinking mints and. fuel to steel has 
not been very happy. 

Finally, there are sound reasons 
against creating a few overlords to 
take charge of groups of ministries 
headed by junior Ministers. This ex¬ 
periment when tried in Britain by 
Churchill in the ’fifties failed, main¬ 
ly because it separated responsi¬ 
bility from authority and multiplied 
the links in the chain of command. 
Our Ministry of Economic and De¬ 
fence Coordination ha*, the status of 
an overlord in relation to defence 
production. The limited experience 


Weekly Notes 


Civil Rights : the Real Fight 

AT roughly the same time as 
James Meredith, the first Negro 
student to be admitted to Mississippi 
University, lias been awarded his 
degree from the University (relu¬ 
ctantly, by just one vote of the Re¬ 
gents’ Council), a magnificent de¬ 
monstration of the new-found con¬ 
sciousness, solidarity and discipline 
of the American negro community 
has been seen in Washington. 

On August 28, in brilliant sun¬ 
shine, some 100,000 demonstrators 
converged in two columns on Capi¬ 
tol Hill to urge Party leaders to 
pass President Kennedy’s emergency 
proposals on civil rights. The mar¬ 
chers included many white Ameri¬ 
cans, a group of popular film stars, 
veteran American radicals, Walter 
Reuther of the AFL-CIO, and was 
officially supported by the American 
Roman Catholic community (with a 
special message of sympathy from 
the Pope). At the. same time, in 
London, Tel Aviv, Accra and Cairo 
(but not New Delhi), simultaneous 
demonstrations of sympathy took 
place. 

It is as well that this demonstra¬ 
tion of strength comes when ^ doe3. 
for the whole civil rights movement 
is now reaching a crucially difficult 
stage. Until now the legislative 
question (as in the 1957 and 1960 
hills) has been mainly concerned 
with voting rights in the South, a 
question of constitutional principle 
on which it was easy for all men 
oi goodwill to unite in denigration 
(^sthe notorious Southern reaction- 
i$es: an attitude that could go 
with considerable self-righteousness 

it, the North. The 1963 bill, how¬ 


ever, attacks more subtle forms of 
discrimination — in restaurants, 
hotels and jobs, where segregation 
is almost as powerful in the North 
as the South (as some visiting 
African diplomats have learned to 
their cost and the President’s em¬ 
barrassment). Accordingly, in Con¬ 
gress, the President’s problem is 
not how to overcome the filibuster¬ 
ing of the 18 Southern Democrats, 
hut how to achieve even a simple 
majority in either House. Those 
Republicans who ensured a Presi¬ 
dential majority in 1957 and 1960 
have shifted over to the opposition, 
and do not believe that the current 
proposals are as vital to Americu 
as they seem to be to the President. 

So far, the signs are not good. 
Presented in June, the President's 
proposals will not reach the House 
of Representatives until late Sep¬ 
tember (the demonstration was 
timed to coincide with the Bill’s 
Senate stage, not reached now until 
mid-October, an indication of how 
late the Bill is running). Work by 
the President’s agent, Lawrence 
O’Brien, to garner Republican 
support seems less likely to create 
the. required majority for the cur¬ 
rent proposals, but more to dilute 
the Bill. Republican doubts reflect 
tire wider alarm in white .America: 
that the negroes are going too hard 
and too fast. 

This resistance is, of course, to 
he expected where the campaign 
for negro emancipation really begins 
to impinge upon areas of American 
society which matter and in which 
discrimination finds its real and 
publicly accepted sources. The re¬ 
cent demonstrations in Pittsburg 


of its "working does not justify opti¬ 
mism about the usefulness of such 
overlords. > 

A (sad !) result of a re-allocation 
of department* on these lines will 
be a significant reduction in the 
number of Ministers and Secretaries, 
and the staff attached to them. 
Ways can and will, no doubt, be 
found to prevent this from happen¬ 
ing but is it too much to hope that 
Government will ,*1 least make a 
beginning towards organising itself 
more rationally and scjentihcally ? 



hhve shown both the extent of infor¬ 
mal discrimination in the North and 
whaf'j cah be done by local direct 
action to shame men into reconcil¬ 
ing their pretension and practice. 
They have also indicated bow much 
ill-feeling can be evoked from white 
Northerners when their assumptions 
are challenged. 

The fight, then, will get harder 
now, and test the negro community 
and its friends to the full. The 
attack on discrimination in Ameri¬ 
can society as a whole is the only 
key to a lasting solution, whatever 
monstrous practices still persist in 
the South. The blind-spot in Ame¬ 
rican liberalism must be challenged 
— and the new disciplined army of 
negroes who beseiged Washington 
this week are fortunate in having 
an ally in the White House. 

Nationalisation of Banks 

^HE non-official Congress motioti 
on the nationalisation of banks 
in Lok Sabha has, predictably, re¬ 
ceived the support of many opposi¬ 
tion members, from among the 
Communists, Socialists, the PSP, 
the DMK and Independents. The 
question of nationalisation of banks 
has been raised in Parliament on 
more than one occasion in the past 
but the Government ha* always op¬ 
posed the suggestion. This time, 
apart from the plea that the emer¬ 
gency justifies it, nationalisation of 
hanks has been advocated a* a cure 
for two specific misdemeanours of 
the business community — infringe¬ 
ment of foreign exchange regula¬ 
tions through under-invoicing of 
exports and over-invoicing of im 
ports, and the many corrupt practi- 
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ce* S’ company management aid 
finance thick even one of the most 
meticulous, often veiling cm petti- 
fogging, company legislations any¬ 
where in the world ! has failed 
to cheek. One Congress member 
has argued that if the Government 
does not nationalise banka, it will 
fail to convince the people of the 
earnestness of its professions to 
curb the activities of vested inter¬ 
ests. 

There are other conceivable argu¬ 
ments for nationalisation. For ex¬ 
ample, it could be said that it would 
increase the quantum of financial 
resources at the disposal of the Gov¬ 
ernment. In this connection it is 
relevant to see how banks deploy 
their resources at present. In 1962, 
scheduled banks invested Rs 114 
crores, roughly half of the increase 
of Rs 233 crores in their deposits, 
in Government securities. It can be 
argued, of course, that more can be 
done, and should be done. Again, 
since 1954, when the Imperial Bank 
of India was nationalised, the offi¬ 
ces of scheduled and non-scheduled 
hanks have multiplied at an annual 
rate of about 225 and this is large¬ 
ly responsible for the large increase 
in hank deposits. But even now, 
one reads in the reports of the Re¬ 
serve Rank of India, there are 
as many as 1,018 towns, out of a 
total of 2,690, which are not served 
by any banking offices. Nationalisa¬ 
tion might, conceivably, speed the 
extension of banking to new areas 
and thereby help to mobilise larger 
resources. There is also the feeling 
that it is possible to prune bank 
advances to private trade and indus¬ 
try with no adverse effects on the 
economy, and thus release more re¬ 
sources for the Plan. One may go 
further and claim that such pruning 
would remove one of the major ob¬ 
stacles to resource mobilisation ac¬ 
cording to Plan requirements; today 
I’lan priorities are distorted by sec¬ 
toral price movements which often 
result from the operations of busi¬ 
nessmen with the support of bank- 
finance. Theoretically, at least, it is 
also not unlikely that nationalisation 
would succeed in reducing costs by 
eliminating competition for depo¬ 
sits, reducing expenditure on sjuoc- 
'ior staff and the ostentation which 
?<>es with private banking, and se 
curing a more rational deployment 
of Staff over the entire banking sec¬ 
tor than exists at present. 


.Gn tbe other hand, the magnitude ■ 
of the administrative task involved 
in and die repercussions of such a 
step on opinion in aid-giving coun¬ 
tries are factors which the Govern¬ 
ment cannot ignore. The banking 
sector is composed of scheduled 
banks, Indian and foreign, and non- 
scheduled banks, which between 
them had well over 5,000 offices at, 
the end of 1962. The nature of 
business, administrative procedures 
and staff conditions all vary widely' 
and it would pose a very serious ad¬ 
ministrative problem to create an in¬ 
tegrated structure. The experience of 
the nationalisation of the Imperial 
Bank is of little guidance in this 
matter. There the question was 
limited to only one bank, and even 
then the absorption of the other state- 
associated banks proved quite tire¬ 
some. On the other hand, it was 
possible to pay cash compensation to 
shareholders; this is certainly out of 
question in the present case. 

The whole question requires pro¬ 
longed scrutiny at the expert level on 
a number of points, including the 
valuation of assets, which is an ex¬ 
ceedingly thorny undertaking as ex¬ 
perience has shown more than once. 
One wonders if even the beginning 
of such scrutiny has yet been attemp¬ 
ted. The issue has, therefore, per¬ 
force to be postponed as the Govern¬ 
ment is now preoccupied with a num¬ 
ber of other major tasks — including 
justifying, through its performance, 
the extension of the public sector 
that has already taken place. 

U 5 Foreign Aid Throttled 

jpOUR major changes have been 
made by the U S House of Re 
presentalives in President Kennedy’s 
Foreign Aid Bill. Each of these 
changes marks a step backward in 
the U S approach to foreign aid. 
Though one may take a qualified 
view of one of these changes, namely 
the requirement that at least half of 
total 11 S aid to any country should 
go to the private sector, there is 
no doubt that writing this into the 
legislation governing foreign aid 
cannot but have adverse effects on 
the foreign aid programme as a 
whole. 

The cut of over one billion 
dollars in the total appropriations 
for foreign assistance is, of course, 
the change that will hurt the Presi¬ 
dent the most. This cut was made 


against his express wishes, in wad 
dmregasd of the special plea he hpl 
made only a few days earlier at * 
press conference. The size of die 
cut and the substantial majority by 
which the amendment was passed 
by the House must both have 
shocked the President, who had 
already reduced the amount de¬ 
manded in the Bill in deference to 
the wishes of the Clay Committee. 
The major cut has been in economic 
aid programmes, though for the 
first time the cut in military aid is 
also of concern to India. 

The change in the Foreign Aid 
Bill which concerns India particu¬ 
larly, and was probably made with 
the prospect of U S aid to the 
Bokaro steel project in mind, is the 
ceiling on U S aid for any single 
project. This ceiling is low enough 
to eliminate U S aid for Bokaro. It 
will operate during the current fi¬ 
nancial year ending in June 1964 
and may possibly be reconsidered 
next year. 

It is difficult to say what exactly 
the Congress hopes to gain by in¬ 
sisting that the minimum rate of 
interest on assistance made availa¬ 
ble from the Development Loan 
Fund should be 2 per cent. At 
present, only a service charge of 
0.75 per cent is made on such loans. 
It will be admitted that the new 
minimum rate prescribed is also 
quite low but at a time when the 
United States has been exerting 
powerful pressure on the other aid¬ 
giving countries to reduce the inter¬ 
est rate charged on their develop¬ 
ment loans, this particular change 
may have an adverse effect on the 
general foreign aid climate. These 
changes are bound to make it hard 
going for the Administration to 
maintain the U S role as the leader 
in the field of foreign aid. 

The President will, of course, 
make a powerful effort to get the 
House decisions reversed. He will 
have a chance to do this when the 
Bill goes to the Senate, which has 
always been somewhat more liberal 
than the House. If he succeeds 
then the House and the Senate will 
have to hammer out a Compromise 
solution. The President -may stilt 
have to yield on many points, 
Washington reports suggest that he 
may have to agree in particular to 
the ceiling on individual loans — 
which would rule out U S aid for 
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Bdfcard — if be it to succeed'in.'get 

ting 8 major pirt of the cat 111 thd 
quantum pf aid restored. > 

Skit* (?) Trading 

•*yHE debate on the working of the 
S T C was in keeping with the 
present trend of our parliamentary 
Rebates in* that criticism, while 
plentiful. Was neither pointed nor 
- Constructive. . Perhaps this may 
’ have been partly because of the 
limited time allowed to each spea¬ 
ker— to which Shri Ranga took 
such bitter exception. Rut there is 
•too reason why a close study of the 
, Corporation’s working cannot be 
reflected even in brief speeches, 
’ft is rather surprising that an in¬ 
stitution, after 7 years of existence, 
should still be judged more on 
' grounds of ideology than perfor¬ 
mance. 

' To' cothplaip that the S T C is 
overstepping its original objectives 
is beside the point, for these are 
more comprehensive than most 


..critics/thiiilC 'IS* Corporation at 
the time of ita ^blishment was 
not only intended to “organise and 
effect exports from and imports in¬ 
to India of such' goods and- com¬ 
modities as the Company from time 
to time ' may determine’’ but also 
to “do aH such other things as are 
incidental to or conducive to the 
attainment of the above objective”. 

It is more pertinent to ask if the 
S T C is doing for the country’s 
export effort what private trade 
alone is not able to do. It has all 
along been made clear that the 
S T C’s role in our foreign trade is 
primarily a supplemental tone. 
Manubhai Shah himself made it 
dear that there.was no question of 
nationalising trade just because 
some people over-invoiced imports 
and under-invoiced exports. He 
believed that traders should be 
trusted to bring back “old tradi¬ 
tions and honest trade practices”. 

This would really add to the 
criteria for judging the perfor- 


xnanCeof thedS T im¬ 

portant is pet Whetf£#r ; .fc 'Corpo¬ 
ration has expanded And d&nstfied 
trade, bufr the manner* in which 
this has been donei ‘fit tt’$Mtf£fh<tt 
a close look at the S T €’« opera¬ 
tions may prove rewarding. Take, 
for instance, trade ’ writ the rupee 
payment area, ' 

Among’ofher things, the S 'T C 
is in charge «f , exports of cotton 
textiles to East European countries 
and Russia; priyate exporters have 
t'6 ebannd their exports through 
the *S T C and for this’ft receives 
a commission. What can be more 
ironical than the fact that the 
5 T C arranges for these -exports 
again through a private .patty, a 
prominent industrialist, who gets 
paid a much - higher commission 
than the S T C? Is the STL 
perhaps unable to handle these 
exports ? If so, why should it 
maintain this flimsy facade of ex¬ 
porting cotton textiles to the rupee 
payment countries? 


Kamaraj Plan: View from a State 


VVER jince the 9pm radio 
• bulletin on Saturday night an¬ 
nounced the exit of Morarji Desai 
mid Others from the Cabinet, Cal¬ 
cutta business circles have been in 
a ' dither. They are worried not 
about Motarji’s departure — his last 
.Budget considerably tarnished bis 
, reputation as a friend of business 
and industry — but about who might 
replace him. Press reports from 
New Delhi are being eagerly scan¬ 
ned for cities, but they only add 
to the (jonfusion by their conflicting 
advocacy on behalf of the different 
contenders. 

. Of the names being mentioned, 
T ,T Krishrramachnri's occurs the 
most frequently. Despite T T ICs 
usefulness to individual business¬ 
men, he is certainly not as popular 
as one, may imagine. He has been 
trying, with considerable success, to 
pui across a carefully cultivated 
image of" being left of the centre 
which may be a political asset but 
Which does not win him mahy 
friends, in the Burrabazar gaddis or 
Clive Street. The objection to 
fktlaarilal Nanda is more readiU 
undehrtood; as Labour Minister, he 
has been oftgn at the opposite end 
pf -rite argument with employers. 
%!also identified . with planning 
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and the emphasis on public sector 
that derives from it. C Subramam- 
am has not been long enough in 
New Delhi to evoke very strong re¬ 
actions. for or against, except per¬ 
haps in steel circles. Even steelmen 
are beginning to forget the price 
award last year and are looking 
forward to the new dispensation of 
decontrol to restore the private sec¬ 
tor steel industry to reasonable pro¬ 
fitability. 

Swing to the Left? 

. Individuals apart, the great con¬ 
cern here seems to be with the pos¬ 
sible political implications of 
Morarji’s and Patil’s exit. Does this 
mean a swing to the left? Is the 
Kamaraj plan a cover for an ideo¬ 
logical reorientation? The more 
eager questioners have' convinced 
themselves, presumably after tele¬ 
phoning buddies in New Delhi, that 
the exit of Lai Bahadur is merely 
to create a 'smoke-screen behind 
which the weeding out of the right¬ 
ists can be more discreetly manag¬ 
ed; We$t Bengal Congress boss, 
Atulya Ghosh, is credited with the 
.report that Nehru was reluctant to 
the last to let Shastri g6 but gave 
in ultimately to the counsel pf col¬ 
leagues that the appearance of 


neutralism (as between the right 
and the left) must be preserved. 

West Bengal Ministers unaffected 
by the changes under the Kama¬ 
raj plan, have not yet shed the ner¬ 
vousness that was so evident before 
Saturday’s announcement. This : is 
partly because Pandit Nehru hgs 
held out the threat of a further 
instalment of .resignations in his 
note to the Working Committee -- 
a threat made the more serious by 
the references by Sanjeeva Reddy 
and Shankar to- the possibility of 
fiirther changes in the statements 
they made on return to their State 
Capitals. 

Picture of Amity ' 

. West Bengal presents, on the sur¬ 
face at least, an appearance of 
peace and amity between the legis¬ 
lative and organisational wings of 
the Congress. When B C Roy diet) 
a year ago his senior-most Cabinet 
colleague, P C' Sen,- succeeded him 
in an unoontested elecfiop. There 
seemed tacit agreement to maintain 
the status Quo, and’no'changes were 
made in the Cabinet barring the 
admission of ;the successful, high- 
living barrister, Shankardas Baner- 
jee, as Finance ’ Minister,' lUnerJee 
is no party man.and his tasted run 


in *) 4Bfwetion quite* different flrnpi 
the -posture of austerity that Cong- 
ressbig-wigs 'adopt opt of deference 
to past traditions. This notwith¬ 
standing, '. he -is emerging as P C 
Sen’s chosen: deputy, and not only 
in the formal sense to which he is 
entitled by hie portfolio. As far as 
is known, this is iipt creating any 
intra-C^hitief problems because it is 
evident to everyone that Banerjee 
hat »0 . locus standi independently 
and constittrtea, therefore, no threat 
to .anyone else’s long-term ambition. 

One is tempted to ask whether 
Banerjee’s chief, P C Sett himself, 
is not somewhat.in the same -situa¬ 
tion vis-a-vis Atulya Ghosh; widely 
regarded as Bengal’s King-maker. 
Ghosh is not a member of the West 
Bengal legislature (he takes his Seat 
in the Lok Sabha) but holds die 
legislature party in tight reins. The 
deference shown to him in West 
Bengal Congress is total and com¬ 
plete. P C Sen will almost never 


appear on-, a platform unless flank¬ 
ed by Atulya Ghosh; in the gather¬ 
ing of the dan- at Congress Bha- 
wan there is no mistaking who 
takes precedence over whom. Hie 
relationship between the two "fe-a 
blend of sentimentality and a hard- 
headed recognition of their depend¬ 
ence on each other. 

• Ghosh i New Congress Chief? 

Lately there are indications that 
Ghosh may have raised his sights 
beyond West Bengal. His name his 
often . been mentioned as successor 
to Sanjivaiah — a choice reportedly 
favoured by such close associates of 
Nehru as Lai Bahadur Shastri and 
Indira Gandhi. There is no denying 
that Ghosh is influential in Orissa 
and; to a lesser extent, in Bihar. 
His influential friends in Calcutta 
business circles, whose connections 
with the Congress organisation in 
the neighbouring States are well- 
known, are a useful lever for him. 
Is this why the more ambitious of 


all-India Congress leaders wish to • 
be on good term* with him? ?*l' •> 
Overshadowed by ’Ghosh, the 
West Bengal Congress has been 
•pared the in-fighting which has re¬ 
duced the organisation to. shamble* 
id the U P, Bihar, Mysore, Andhra 
and M P. But even if factional 
strife is absent, it will be folly to 
imagine that Congress in West 
Bengal does not need to be revived 
and invigorated. Talent add ideal¬ 
ism are conspicuously missing at 
all levels of the party which hat; 
ceased to attract into its fold* any 
but young men on the make. A stow., 
type, much in evidence in the 
organisation, has raised dadagiri to- 
a fine art. The leadership needs 
them and is, therefore, prepared to 
pamper them even to the extent of . 
interceding with the police when 
they run into trouble (which is 
often). What kind of Kkmaraj plan 
will take care of this situation? 

, —Observer 


Capital View 

Congress Re-Birth — or Hara-Kiri? 

Romesh Thapar r , 


\^ITH the quiet ease of a master 
tactician, Jawaharla! Nehru 
delivered himself of a pronounce¬ 
ment last week, on what will came 
to be known as ‘The Great Purge’, 
which could well mark a turning 
point in Indian politics. No body 
suspected that this kind of develop¬ 
ment was in the offing. Indeed, the 
Prime Minister’s meandering, low- 
key reply to the no-confidence 
motion in Parliament, which per¬ 
suaded no many of his supporters 
that he had reached the point of 
retirement, was perhaps deliberate. 
Events in the capital have taken on 
new dimensions. No longer is it pos¬ 
sible to be cynical. 

Of course; the presence of 
K Kamaraj at the centre of the dis- 
i ussion8, his .single-minded pursuit 
>‘f an arrangement which would 
'Hse the paralysis enveloping Gov¬ 
ernment, has been widely com¬ 
mented upon. Apparently, Kamaraj 
had several, objectives. First, he, 
underlined the need to remove from 
the Centre all those who consider- 
|d themselves candidates in the 
battle for the, succession’. Only in 
this manner could . Government re- 
pin its cohesion. . Second, to 
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strengthen the forces making for 
cohesion, he urged that prominent 
fartionu lists should be sent for 
purification into the party organisa¬ 
tion. Third, he would like to search 
out talent within the Congress 
Party and its periphery which js 
technically qualified, able to assist 
senior ministers with the kind of 
expertise which the permanent 
bureaucracy seems incapable of pro¬ 
viding. Fourth, he sees the party 
organisation as growing into a res¬ 
ponsible, but friendly, Critic of Gov¬ 
ernment, prepared at times even to 
start controversies with the official 
sector. And, fifth, the idea of alter¬ 
nating tenures for the leadership in 
the Government and in the party 
organisation is advanced. 

Candidates for Succession Removed 

Both Nehru, and Kamaraj have 
declared that'The Plan’ will be im¬ 
plemented in phases. If our under¬ 
standing of the phases is correct, 
then we have already witnessed the 
first phase — the projected removal 
of the candidates in the battle for 
the succession, although Patil, Gopal 
Reddy and Shrimalj who failed at 
their jobs were obviously included 


so as to kill two birds with , one - 
stone ! Now the purge , ,of the fac- . 
tionnlists is on the agenda. When 
this has been achieved, it will be 
posable to speculate or whether 
those whom the Prime Minister calls 
‘thinking men’ can be associated with 
Congress Governments. As for the 
organisational reformation, it is too 
early to talk about it. First things 
first. 

Something of the nature of the 
problem can be guaged from the ■ 
contrary behaviour of the ruling 
elite between the date of the ‘mass 
resignations’ and the Prime Minis¬ 
ter’s final decision on August 24 — 
a fortnight of extraordinary puIU 
and pressures. The earlier enthu¬ 
siastic ritual of renunciation, which 
few in the country took seriously, 
wag followed by grave apprehen¬ 
sions. Hie men who pretended sup¬ 
port to the Kamaraj Plan in pubi c 
were arguing in private that it was 
unworkable and that a decision on 
it should be ‘postponed indefinitely’. 
Those who were consistent in their 
support insisted that vital. position* 
in the party organisation be reserved 
for them. Others maintained that 
nothing should be done to disturb 
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the present balance of the wings at 
the centre, meaning thereby that the 
Menon-Malaviya exit be consolidat- 
• *d. A few entertained thought* erf 

Jawaharlal Nehru resigning. By the 
time the Congre** High Command 
assembled in Delhi, it appeared very 
much as |f no action was contem¬ 
plated. The meeting was extended 
■from Friday to Saturday. Within 24 
hours came the dramatic announce¬ 
ment. 

Strong-arm Tactic* 

No one quite knows what happen¬ 
ed in those 24 hours — and there 
i» little point in speculating. The 
fact remains that Kamaraj, whose 
Support is decisive in the battle for 
the succession, found it extremely 
difficult to implement even the first 
phase of his plan. How much more 
difficult is it going to be to push 
through the second phase under 
which the hold of the factionalists 
in the States will be broken. Al¬ 
ready, strong arm tactics an- be¬ 
ing used to neutralise the objectives 
of the Kamaraj Plan. Chief Minis¬ 
ter Gupta presses for and obtains 
the acceptance of the resignations of 
eight of his ministers although the 
resignations have no meaning now 
that he is about to leave. Madhya 
Pradesh also sees disruptive stir¬ 
rings. In Srinagar. Bakshi Ghulam 
Mohammed is sought to he preserv¬ 
ed through demonstrations. And this 
is only the beginning. 

Quite clearly the Nehru-Kaniaraj 
operation on the Congress Party is 
not likely to be without its tense 
interludes. Indeed, experienced ob¬ 
servers, who refused to he carried 
away by the remarkable enthusiasm 
which the implementation of the 
first phase of the purge has pn> 
diiced, maintain that highly danger¬ 
ous complications could arise during 
the operation. A vital ministry could 
be left literally abandoned until a 
successor is found; has not Mornrji 
Desai insisted that he he permitted 
tp leave forthwith? A politically 
exhausting conflict over who cont¬ 
rols which section of the organisa¬ 
tion could further incapacitate the 
Cbpgress Party’s mass work; to take 
only one example, who will be 
’ • „. asked to assume the presidentship of 
the party — Kamaraj or Lai Baha¬ 
dur Shastri? Then again, an un¬ 
scrupulous man .could weld the party 
PEganiaation into a weapon against 
the ,©p«ernment, should the Gov¬ 


ernment be led by someone of whom 
he disapproves; have we not seen 
this happen on a miniature scale at 
State level? 

It can be argued that these ha¬ 
zard* are inherent in political life, 
but few realise, that they became 
doubly dangerous when planted arti¬ 
ficially on a party organisation arid 
when their exact impact is not 
properly understood. The attempt 
to interfere in the normal processes 
of a massive, sprawling party, with¬ 
out first mobilising the necessary 
popular sanctions to destroy those 
who would subvert the organisation, 
can lead not to re-birth but to hara- 
kiri. What is suggested here, how¬ 
ever, is not intended iri any way 
to confirm the fears of those ele¬ 
ments who see the purge as the 
triumph of communist infiltration, 
a coup by the Congress Left. On 
the contrary, it underlines the new 
responsibilities which have been 
thrust upon the more 1 honest, young¬ 
er elements who will have to live 
with these arrangements — and sur¬ 
vive. 

Cliches Must Be Given Up 

In other words, will the Congress 
Party break away from those cliches 
which have brought it to its pre¬ 
sent crisis-engulfed State : that lead¬ 
ership can only be drawn from 'the 
usual sources' provided by the Esta¬ 
blishment; that only men made in 
mould of the passing veterans can 
weild the powers of a Home Min¬ 
ister, a Defence Minister or a Fin¬ 
ance Minister; that cabinets must 
lie in the nature of concordats, re¬ 
presentative of every caste, com¬ 
munal and regional group within 
the party; that it is a bad princi¬ 
ple for political leadership at min¬ 
istry level to have a technical flair; 
thut the second and third line of 
leadership can come to the top 
without sustained sponsorship; that 
‘thinking men’ will be attracted to 
a party dominated by persons whom 
only death can retire; that the dm 
ol a party need not be restored by 
|«>licies alone, that personalities are 
more important; and that old-type 
organisational forms are adequate 
if the personnel is available. 

Many of these rather suspect 
truths will have to' Be shattered if 
the so-called Kamaraj Plan is to en¬ 
sure the future viability of the 
Congress Party, The testing time is 
already, .here. Wilt the Prime Min- 
iafer.ilflpr^apiss, bis Government in 


such a way .that -/it carry' 

out, courageously and in a dedicat¬ 
ed maimer, the policies of die party? 
Will he accept the urgent neces¬ 
sity for handing over key portfolios 
to the younger, competent and ex¬ 
perienced men in the party or close 
to its periphery? Will he be able 
to associate the technocrats with 
this new leadership? These ques¬ 
tions are closely related. They can¬ 
not be separated. If the original 
motivation behind the Kamaraj 
Plan <is lost sight of in the coming 
weeks, when political wrangles will 
spread like a rash across the coun¬ 
try. then the prospects of a re-birth 
will fade — and, as suddenly as the 
promise matured. 

Will the State* Fall in Line ? 

All over the country. Congress 
politicians must be studying the 
evolving pattern of the purge in 
Delhi. This careful analysis of the. 
strengths and weaknesses of the 
Kamaraj Plan at Union level will 
be applied to the realities existing 
in the States, The stronger and 
more resolute the action at the Gen- 
tre. the. greater the chance of dis¬ 
ciplining the party’s ministerial and 
organisational wings in the States. 
Nehru and Kamaraj are fully aware 
of this, but their colleagues among 
the Elders do not share their enthu¬ 
siasm. Will the same pressure of en¬ 
lightened opinion, which made its 
influence felt in Delhi on August 
24. exert itself in the States ? If it 
does, the task of continuing the 
purge of the Congress Party will 
be easy. If it does not, there is no 
saying what might happen. 

Re-birth or hara-kiri, for the mo¬ 
ment the tormentors of the Prime 
Minister feel isolated — as if their 
loyal audiences have been brain¬ 
washed. To this extent, in terms of 
the reaction of the people and the 
promise they believe it holds, the 
Kamaraj Plan could not have had 
a more auspicious launching. 

This Socialism : In Connaught 
Circus, New Delhi’s main shop¬ 
ping centre, the Municipal Commit¬ 
tee is removing the red sandstone 
paving along the covered archways 
and replacing it with cheap-looking 
rejjfbsh tiles. Apart from the un¬ 
necessary expenditure, the contrac¬ 
tor is reported to be making twice 
as much from the sale of the red 
sandstone as what be is being paid 
for the new paving j 
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A Minister Always Rings Twice 


^HAT India does today, Bengal 
does tomorrow — especially 
when it comes to things that should 
not be done at all. It can hardly 
have been forgotten that some time 
ago a Union Minister, in the pro¬ 
cess of his non-violent “gunning" 
for the colleagues he loves so much 
in public, disclosed the fantastic 
water and electricity bills the Gov¬ 
ernment of India was paying for 
Ministers’ residences. (Always be¬ 
ware of these disclosures; they are 
usually made with a purpose, some¬ 
times worse than that of the man 
exposed; and do not praise the re¬ 
porter or the paper too much, for 
they have only been used as instru¬ 
ments in a political game.) The 
Opposition in the West Bengal Le¬ 
gislative Council enjoyed transports 
of joy lately when it was stated that 
the Minister of State for Transport 
had incurred a bill of Rs 6,500 for 
his residential telephone during 
1962-63. There were ringing pro¬ 
tests in the House, while the Minis¬ 
ter concerned. Ashu Ghosh, remain¬ 
ed dumb. Two days later he issued 
a statement to say that the Govern¬ 
ment had not been charged for per¬ 
sonal calls and that he had had to 
make a number of trunk calls, “prio¬ 
rity” ones. To talk to whom? On 
what? These questions remain un¬ 
answered. 

500-Rupee Origin 

Friends who know other State 
Governments have told this writer 
more than once that, for all its im¬ 
perfections, the administration in 
West Bengal is in many ways the 
least corrupt. Perhaps it is; perhaps 
it is not. Comparative corruption is 
not a subject that greatly interests 
this writer. What is becoming pain¬ 
fully clear is that particular States 
or institutions in India can no more, 
he insulated against the pervasive 
corrupt air. President Kennedy’s un¬ 
fortunate (?) child could be put 
into an oxygen tent. You can’t do 
that to a State or, for instance, a 
university or a judiciary; if the 
society in its generality is corrtipt, 
they all will, sooner or later, be 
corrupt, 

It all started, one suggests, with 
Mahatma Gandhi’s disastrous idea of 


Congress Ministers accepting a 
salary of no more than Rs 500. No 
Minister today draws that ridicu¬ 
lous sum, rightly. Less rightly, all 
Ministers have transferred to toe 
State charges that are entirely per¬ 
sonal. The telephone bill of Shri 
Ashu Ghosh of West Bengal or to* 
water kill of Shri Lai Bahadur 
Shastri of New Delhi may make 
news and attract unfavourable com¬ 
ment; the principle of making and 
strictly observing a firm distinction 
between public funds and private 
has just about been forgotten in free 
India, all in the name of “service” 
and “sacrifice”. There are men in 
India today, not too old, who can 
remember officials, British as well 
as Indian — mere officials and not 
branded patriots — who would have 
spent a sleepless night for having 
brought home, absent-mindedly, a 
pencil from the office. It is, some¬ 
how, not possible to imagine the 
late Sir N N Sircar or Sir B L 
Mitter, neither of whom went to jail 
but only persued their careers for 
money, sending their children io 
school in a Government oar. 

New to Money 

The thing, however, must be set 
in perspective. The probity one has 
referred to obtained only, or main¬ 
ly, at the higher levels of the judi¬ 
ciary and the executive. The mer¬ 
cantile classes behaved very differ¬ 
ently; but then most business houses 
then were proprietorial. But even 
after the growth of joint stock com¬ 
panies the bigger tycoons’ perqui¬ 
sites were, fabulous. Many are still 
there, in one form or another. 
While this makes the private sec¬ 
tor’s criticism of official and Minis¬ 
terial corruption more than some¬ 
what hypocritical, it does not excuse 
the Government for checking per¬ 
quisites in the private sector and 
increasing them in the public. The 
Prime Minister may or may not cost 
the country Rs 25,000 a day; it is 
still true that the Viceroys and Gov¬ 
ernors of old spent a larger pro¬ 
portion of their salaries than pre¬ 
sent Ministers need to. 

Ministers who live too well on 
public funds have an excuse. It was 


all very well for Sircar or Mittal 
to he scrupulously honest about what 
was his and what the Government’s. 
They had made their pile before 
becoming Members of the Viceroy’s 
Executive Council. The Ministers of 
today, the majority of them at any 
rate, had never known even com¬ 
fort before, let alone luxury. Add 
to that the possibility that they may 
not be Ministers indefinitely. So 
these men, dressed in brief authori¬ 
ty, have to make the most of their 
term. Hence there must be air- 
conditioners, enormouB cars, ever- 
expanding personal staffs. Hence toe 
telephone must be used oftener than 
necessary. In addition to the com* 
forts these things render, they are 
also status symbols. 

No Record 

The worst effect of such goings- 
on is on the officials. No dishonest 
master can afford to employ honest 
subordinates; his flank would, then, 
be dangerously exposed. In free 
India it has been a two-way traffic. 
The senior ICS officials had a 
higher standard of living than Min¬ 
isters who, in consequence, being 
human, felt small. The officials 
knew they were serving small men 
but powerful men. So they heaped 
various luxuries on the new Minis¬ 
ters, in the name of dignity of office, 
also to ensure that their own way 
of life would not be threatened. So 
the new Ministers acquired some of 
their secretaries’ way of life, while 
the Ministers imposed upon their 
secretaries some of their own values 
of which the main feature is flexi¬ 
bility— of rules and standards. 
Firmness was gone. 

Shri Ashu Ghosh’s telephone bill is 
worth discussing for another reason. 
Be it granted that the calls he made 
were not personal but official. On 
that score too he and his colleagues 
are indictable. Although one knows 
all about the tyranny of files and 
the ravages of red tape, one cannot 
help remembering that govemmen, 
by record was among the best con¬ 
tributions of British rule in India. 
Going by precedent may be un¬ 
imaginative; but one has seen so 
much of imagination in the last 
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•sixteen years that a little less of it 
r in the Administration might do this 
v ctnintry a world of good. Files are 
'Himalaya-high even today; it is the 
concept of government by record 
that is now at a discount. The des¬ 
troyer of honesty has been the tele¬ 
phone. 

From the Isondon End 

T 

'I’HE T U C report on “Economic 
Development and Planning”, 
issued last week as a supplement to 
the Council's Annual Report to be 
considered at the 95th Annual Con¬ 
gress of the Trade Union Council 
at Brighton next month, has been 
warmly welcomed by the conserva¬ 
tive press. The document has been 
taken as evidence that the wind of 
change has been blowing through 
Congress House. The report says: 
“Provided an environment of 
economic expansion can be cre¬ 
ated, Trade Unions should be 
prepared to abandon those practi¬ 
ces that had their origin in eco¬ 
nomic stagnation. If Trade 
Unions claim on behalf of their 
members higher living standards, 
new functions and more extensive 
authority within the community, 
they will not be able to avoid 
making the changes in their own 
attitudes and methods that the 
changing situation requires of 
them”. 

No Specific Proposal 
The importance of the new docu¬ 
ment lies in its general tone rather 
than in any specific or controversial 
proposal that it makes. There is a 
clear recognition that wages cannot 
be excluded from the scope of plan¬ 
ning and indeed that any successful 
national plan will require a radical 
change in Union thinking over a 
wide range. The document gives 
the impression that the Trade 
Unions are prepared to consider the 
need far change, whether it is an 
incomes, policy or facing up to the 
problems of automation. 

The document quite obviously 
■ hears the imprint of George Wood- 
cbck’s thoughts. The three main 
problems before the T U C are 
posed as follows: ' 

(a)' The structural problem the 
Unions must face as industry and 
its workers are affected by increas- 
ing automation and as protective 


On the telephone a Minister can 
issue instructions he would not dare 1 
to record. On the telephone he can 
ask his subordinates to do things he 
should not do. On the telephone he 
can have liaisons with the murky 
mercantile world. On the telephone 
the party boss can tell the Chief 


barriers are taken down to help the 
exports of the developing nations. 

(b) The objectives for which the 
Unions will strive “within the con¬ 
text of more general agreement on 
national, economic and social pri¬ 
orities”. 

(c) The question of industrial 
democracy and the Unions' respon¬ 
sibilities, not only to their members 
and the other Unions, but to the 
community as a whole. 

The document contains a restate¬ 
ment of the T U C’s basic economic 
policy and a discussion of the 
T U C’s contribution to the plan¬ 
ning of the economy reflecting a new 
sense of involvement in the commu¬ 
nity of which they are so important 
a part. 

Neddy and Government 
Iu view of the popularity that 
planning now enjoys even in the 
most respectable economic circles, 
not much that the T U C’s report 
has to say on the gubject is revolu¬ 
tionary. What is of particular in¬ 
terest, however, is its attitude to the 
National Economic Development 
Council. It deliberately opposes 
any ideas that the Labour Party 
might have about making N E D C 
a new Government Department. 
After discussing some of the tech¬ 
nical aspects of planning, the report 
goes on to state the T U C’s views 
about the relationship between the 
Government and N E D C. It says: 

“Broadly there is a choice bet¬ 
ween two methods of formulating 
a national economic plan. On 
the one hand, the plan might be 
drawn up in outline by a Gov¬ 
ernment Department, approved 
in broad outline by the Govern¬ 
ment, submitted to an Advisory 
Council of representatives of both 
sides of industry for their obser¬ 
vation, modified in the light of 
the Council's advice, submitted to 
Parliament for approval and 


Minister what to do for .wttkb 
men or . donors to the patty. No 
wonder, business- men have tele¬ 
phones in -their lavatories; for apght 
one knows, Ministers may have 
them there too. Buzz f Buzz 1. 

— Flibbertigibbet 


then launched as’-a Government 
plan. The main advantage of 
this method would be that it re¬ 
cognises clearly the ultimate res¬ 
ponsibility of the Government to 
enforce, national objectives. - 

“On the other hand, the plan 
can be drawn up in outline, by 
an independent staff, such ais the 
N E D G office, submitted to a 
body such as N E D C which in¬ 
cludes representatives of the 
Government and of both side* of 
industry, amended and approved 
after such further consultation as 
may appear desirable, and there¬ 
after submitted to Parliament for 
approval. The advantage of this 
method is that it recognises that 
planning to be effective must be 
largely based on consent. The 
more the representatives of in¬ 
dustry at all levels are involved 
in creating a plan, the more com¬ 
mitted they will be to imple¬ 
menting it. While the establish¬ 
ment outside the traditional gov¬ 
ernmental machinery of a body 
whose purpose is to secure speci¬ 
fic agreements as distinct from 
exchanging general views on a 
broad range of issues of econo¬ 
mic policy, represents some shift 
in the centre of responsibility, it 
is a shift which is entirely in 
keeping with British democratic 
practice of encouraging voluntary 
groups to participate actively in 
the formulation of decisions 
which affect their interests. 
There is, therefore, no reason to 
regard the existence of * a body 
like NED as introducing novel or 
disturbing constitutional conside¬ 
rations”. r 

Planning by C otl— t . 

Congress House has thus offered 
its own philosophy on planning 
which it believes should be largely 
based on consent; represen tatives 
of industry at all levels should be 


U C on Planning 
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involved* tbe.bnaftion of &e plan, .< programme*^ growth of Md »- 
and drt .agreement should. be fags&d comes and .that restraint by jost 1 one 


on rtbdfes tarried out'by a. .staff 
whose -work. npfust ; Be ’above the sus¬ 
picion -.-of ‘ i>*mg Influenced' ,i>y " pre¬ 
determined ‘Government policy ,✓ The 
Ganeiif ContwiT afflrma its .convic¬ 
tion that N E D- C will best operate 
as an-independept body’ providing 
“a fqjjitAtf in which agreement cafn 
be reached- between Government 


section of the community; alone is 
' neither 'practical nor . enough. 


' Hie basic economic philosophy 
pf the T U -C as reflected .in - the 
doburtent is unexpectedly tolerant 
* of private enterprise, The T U C 
leaders -offer no prospects, of. natio¬ 
nalisation , of the. “commanding 
be W- oenvecn government bights of. industry”. The nearest 
and ^ *"»«** of, industry . .^Idjey: tome - differing from the 

The General Council rejects 'a outlook- of. many employers is their 
criticism, tfyit the TUC should not suggestion that firms, who refuse 4o 
have associated itself with * body undertake essential expansion might 
established bv* The (Jqn’servative - be.,takerr into public, ownership. T|(ie 
• On * ‘ ' ‘ ‘ 


The 

Government. Gir the contrary, they 
will ^‘continue their efforts to try to 
make -N ' E D- C an- ’effective ‘instru¬ 
ment qf plannihg".' By implication 
the report is a warning to' any at¬ 
tempt by a Uabour Government to 
i educe, the status' of N E D C. The 
TUC did not join the NEDC 
to “exchange economic banalities” 
or to transmit the Government’s eco¬ 
nomic views to the workers. Quite 
obviously the TU C.leaders are en¬ 
thusiastic about NED-type planning, 
in conjunction with big employers 
and Government, Ministers. They, are 
trying to justify this attitude on the 
ground that it will help to give 
Trade Unionists “more influence 
over national, economic and social 
policies”.’ Mapy Trade Unionists, 
however, fear that this new attitude 
to planning may, well mean that 
some aspects Of policy now decided 
by the rank arid file through Union 
Conferences, will in future be de¬ 
cided at the top as a contribution 
to “national planning”. 

Incomes Policy 

The section on prices and in¬ 
comes In the, report is pofable, less 
for saying anything new than for 
the Way it puts together all .the 
things that, Congress House has 
ever been permitted to say on this 
tiicky and sensitive subject. It 
accepts the view that it is necessary 
to ensure that money incomes as a 
whole rise. less rapidly than in the 
past and accepts the need forgpnli-, 
y for-prices and money incomes.' 


, report accepts the likelihood of a 
Continuous increase in sire erf pri- 
' vate industrial units. It stresses the 
need for change and .expansion, ielr 
“the alternative to expansion is a 
comparative and, in time, an abso¬ 
lute reduction of our living stand¬ 
ards",. 

' More Pay or -More Leisure ? ‘ 

V ’ ' 

Automation, shifts from lew pro¬ 
ductivity to high productivity In¬ 
dustries and import of more of the 
simpler • manufactured goods froni 
developing countries are bound t<? 
affect the -number and distribution 
of Jobs., The T U C’s study says: 

“The prospects are that there 
will be a reduction of, -employ¬ 
ment in the manufacturing and 
extractive. • industries. It would 
be unwise, to assume that this, will 
|ie compensated by an increase 
in employment in die service in¬ 
dustries. The use <of computers is 
already making inroads into 
many forms of office employment, 
and on present. trends there is 
every reason to expect displace¬ 
ment of workers from' transport, 

• communication and many other, 
services including retail distri¬ 
bution”. '• 

The document also deals with the 
problems of increased leisure which 
will confront British workers as 
automation gets into its stride. In 
nearly all industrial ‘countries the 
average number of -working hours 
hat been reduced steadily in the 


During a “take-off to faster growth” fast- ten years, except in the U K 
11 is necessary to limit increases in 'Where y’-has remained fairly cons- 
I’ffsonal income so as to aiUw more j tent, British workers tbps have a 
resources for investments and, ,ex- , longer, hq>ek than workers anywhere 
ports. However, a policy for prices 1 else: 

and incomes can’ only succeed if work Jdng hours/of overtime and 
'hose concerned -are .convinced that larger, pay packets to increased-'lei- 
f is a rieoessf ry -part of a wider surewhith a shorter week offers them, 


The Brighton Conference should 
certainly, provide'an interesting dis¬ 
cussion on this, document. Mr Wood- 
■ cre&Y'cente*l:dtt^ 
co-operation with NEDC and self* 
discipline in restraining wg|ea is 
not accepted by the opposition in the 
TUC which rightly points out that 
it is not possible for NED C to for¬ 
mulate a genuine incomes, policy 
wititout State control of wages and 
salaries, discriminatory taxation and 
other devices to control profits and 
dividends which no foreseeable Gov¬ 
ernment will adopt. The call for air 
incomes policy has about it a lack of 
reafism in a society where there' arts 
still very considerable improvements 
reeded in the' conditions of Workers, 
such as the 40-hour working week 
and' better social insurance benefits; 
As the Association of Scientific Wor¬ 
kers has pointed out: “AH past ex¬ 
perience of such .policies indicates 
that no real limitation ig put on pro¬ 
fits' while strict limitations lire im¬ 
posed on salaries and wages, parti¬ 
cularly in the public sector”.- 


IDA Loans to Pakistan 

r fHE International, Development 
Association has extended two 
credits totalling $50 million to Pak¬ 
istan to assist in financing water 
supply and sewerage projects 5n the 
cities of DaCca and Cbittagbng in 
East Pakistan. A credit of $26 
million, is for the Dacca .project and 
one of $ 24 jnillkfn for that in 
Chittagong. The services to be pro¬ 
vided as a result of these projects 
will ■ greatly improve living condi¬ 
tions in The, two cities. The avail- 
eJbility of sewerage facilities and an 
adequate supply of pure water 
should improve health, increase 
individual • productivity and earn¬ 
ings, and help to create conditions 
favourable to further commercial 
antUindustrial growth. 

The .projects being assisted by 
the IDA credits, will provide ade¬ 
quate and safe water supply and 
sewerage services in Dacca and 
Chittagong. For each city, the pro¬ 
jects include tfie development of a 
new water' source f from a nearbv 
river, the construction of intake 
works, a water treatment plant and 
a pumping station which will deli¬ 
ver -water through a new transmis¬ 
sion main. ' 
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A Letter jrtm Bonn ^ 

Winter of Discontent 



N°, diplomat or journalist way 
back In the halcyon days of 
the Dulles Ascendency and the 
birth of NATO would ever have 
predicted that in the last days of 
Konrad Adenauer, the entire West¬ 
ern Alliance would have been in a 
state of desperate disarray. Ernest 
Bevin, so sdlidly British and so 
confouhdingly suspicious, might 
perhaps have had hisfa^pubts. 
Acheson the cynic, the American 
para par excellence might have had 
his fears too. But the records of 
those times give us no hint that in 
the year of atomic grace, one 
thousand nine hundred and sixty 
three, the United States should be 
in a position to beg its friends to 
keep the home fires burning. 

The fires are all but dying out. 
The pail of water which de Gaulle 
consciously poured on the British 
hopes of entering the Common 
Market was only the beginning. 
Washington knew that de Gaulle 
was bust at the pump and that it 
was a matter of time before he 
would wipe his hands in glee at the 
last of the dying embers. But 
Washington certainly would never 
have imagined that Bonn, for its 
own reasons, would have given de 
Gaulle an assist. And yet, this is 
exactly what is happening today. 

Displeasure with Washington 

There are three reasons for 
Bonn’s displeasure with Washington, 
even though the catalogue of an¬ 
noyances is probably larger and 
written in small print. The main 
leasons concern three points : chi¬ 
cken, nuclear tests and Berlin. That 
one can talk of chicken and nuc¬ 
lear tests in the same breath merely 
goes to show how touchy the Ger¬ 
mans are in their relations with the 
United States. In another time 
and another era, the Germans 
would probably not have cared less. 
All Americans remember the time 
when Germans came to them on 
all fours ofhly begging to be for¬ 
given their crimes and hoping that 
help would not be withheld'. The 
issue of East Germany was impor¬ 
tant, but not that important to 
foul up the more important issue 
°f rebuilding what was the western 


zone of occupation, AmCri&tns 
were the new Gods, theirs waa tbe 
last wisdom. It was only neces¬ 
sary for the moat casual of remarks 
to be made by the meanest of the 
conquerors for it to be listened 'to 
with respect and attention. 

t . ' 

Those days are past. West Ger¬ 
many is flush with prosperity; its 
contributions to NATO have been 
substantial. And it is now asking, 
with hardly a flicker of the eye, 
for payments for services rendered^ 

To have expected Germany to re-' 
main a loyal and subservient ally 
for all time surely was a most fool¬ 
ish thing to do. Loyal Germany 
still is; subservient it has long 
ceased to be. But the process of 
getting out of it has been both 
painful and prolonged. The agony, 
it would seem, is not yet over. And 
the strains are telling. 

Bonn has long been suspecting —- 
not without reason — that the 
United States was engaged in arriv¬ 
ing at some kind of rapprochement 
with the Soviet Union. There was 
nothing that Bonn could do about 
it. All the world wanted a rap¬ 
prochement of some kind between 
the two major powers, if only to 
save the world from an atomic 
catastrophe. But such a rappro¬ 
chement, Bonn felt, might work 
against it. What if it involved re¬ 
cognition by the Allies of the East 
German Government? What & it 
meant that West Germany would 
be left high and dry, a powerful 
nation with no place to exercise 
that power? 

Left Without a Role 

Bonn could not see itself in such 
a state. As long as Washington was 
at loggerheads with Moscow, Bonn 
had a role to play a defender of the 
democratic faith, as swordarm of the 
righteous. Bonn could demand its 
price and put Washington in its 
debt. True, the West Germans could 
say, they were once Willing or un¬ 
willing accomplices of Hitler, but 
look what they are doing now: 
Weren’t they in the front line of de¬ 
fence, the first to get killed if the 
communist menace should become a 


reality? Weren’t they the heroes 
whom the Americans were taking 
unfair advantage of? Why should 
they not be treated with respect, ii 
not with awe? 

There was just one catch in i* 
Prevented from arming th&seive? 
to the teeth on their own, tfiey had 
to contend with the possibility thnl 
an irked United Stales might walk 
from the land, leaving West Ger- 
many undefended and a prey to die 
first invader. To meet this possibi¬ 
lity, Adenauer whose disillusionment 
with Washington had started after 
the death of Dulles, had thoughtful! 
entered into an agreement with de 
Gaulle, much to the annoyance of 
Kennedy. That, Adenauer must hav 
thought, was a good double insur- 


ance. 




A. 

A Frostrated Ally 


But 

that did not 

prevent the 

United 

States from 

going 

uheat 

With 

its wooing of 

the 

Soviet 


Union. Bonn fretted and fumed. It 
Wanted to know what was going on 
behind its back. With a restive all’, 
to reckon with, Washington iriec 
palliatives. The Kennedy visit in 
June was one. The daily visits to 
the German Foreign Office by U S 
Ambassador George C McGhee dur¬ 
ing the course of the Moscow talks 
to brief Dr Schroeder was another. 
The Germans were kept informed 
of the developments; but they were 
neither consulted about the draft 
agreement, nor even informed of it. 
It was from the newspapers that the 
West German Government was to 
learn that East Germany would 
qualify to sign the nuclear test 
agreement as a full signatory, like 
any other sovereign nation. 

1 ' A 

*Nbver was Bonn more deeoly 
hurt than with this example of wbat 
it considered needles* insult. The 
first reaction was to ask for clari¬ 
fication. Was West Germany being 
soMf down the river? Had the prin- 
cijjfe of German re-unification been 
givbn tip? Was the United States 
reneging on its promises? Evert if 
the more sensible Foreign Minister 
Dr Schroeder was willing to 
sign the treaty like everybody else. 
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there were others unwilling to lei 
him do so -and among diem were 
' two former member* of the Ade- 
nauer cabinet, Dr von Brenta$o and 
' Herr Franz Josef Strauss, both men 
, , of prestige and political power. 
These two men, with their followers, 
now saw a chance to demand their 
pound of flesh from the Govern¬ 
ment for their support. To cry 
“western betrayal” was easy. Von 
Bnentano had been forced to quit 
the cabinet under pressure from the 
■ Free' Democrats and even if he could 
ggy that he quit voluntarily, there 
is no doubt that he wants power. As 
for Franz Josef Strauss, he was 
certainly thrown out of the cabinet 
by popular demand. Herr Strauss is 
an ambitious man; he has the Bava¬ 
rian party neatly sewed up. For 
long he had been the champion of 
a trans-Atlantic alliance that includ¬ 
ed the United States, Canada, Bri¬ 
tain and the west European nations 
and went beyond NATO. He could 
cry, with even more bitterness, that 
he had been betrayed by the Araeri- . 
cans. Here was an easy way to re¬ 
establish himself with the people as 
the true champion of their interests. 

A Favour to the U S 

And so the cry was taken up. 
Whether Adenauer supported them 
or not is not quite clear. It is being 
said in Bonn that he was not en¬ 
tirely taken with Kennedy's wooing 
of him. Perhaps he wanted to show 
the Americans that he still had 
bite in him. Perhaps he was just 
cajoled along by von Brentano who 
has a great say in the Christian 
, Democratic Party. The fact remains' 
that the West Gormans hummed and 
hawed. It became a question of 
prestige. Dean Rusk who was sche¬ 
duled to fly straight from Moscow 
to Washington was forced to make 
a halt at Bonn to strengthen the 
hands of Schroeder and Erhard. It 
had become necessary to save Ade¬ 
nauer's face. And so Rusk hiade 
a brief stay in Bonn, once again 
made it clear that the singing of 
the Moscow treaty did not mean 
betrayal of German reunification 

and then flew home. 

There is some doubt - whether 

Bonn finally decided to sign the 
- treaty in all sincerity or a* a mat¬ 
ter of expediency. Bonn could not 
have been comfortable — with Ger- 
. many’s Nazi .past-still casting its 


long shadow qn ft — : to be in'the 
company of a. sullen France, % sulk¬ 
ing Albania and a disreputable 
China. But Bpnn could'always have 
claimed that with all the restrictions 
imposed on it by the W E U nothing 
more need be expected of it. Never- • 
theless it has now joined the majo¬ 
rity that signed the Moscow Treaty. 
But it has also succeeded in giving 
Washington the impression that it 
is doing so as a special favour., . 

I 

Berlin i Wfio Cures? 

Linked with* this is the question' 
of Berlin, a question that will stay 
with Washington till it is solved 
some day — and that day seems 
far, far away. How serious i& Bonn 
about Berlin?'For that mattef how 
serious is Borin; about German re¬ 
unification? These questions have 
been asked in , endless, variations. 

One belief is that Germans WRnt 
German reunification • like most 
people want to go to heaven; desir¬ 
ably,. but in its own time. — and 
not too soon. Berlin is the great 
instrument of holding the West to 
ransom. It is problematical whether 
even the West cares , mud} about 
Berlin, if some kind of understand¬ 
ing with the. East can he hammered 
out. The British, especially, the 
Labour Party, could not care 'lets 
for Berlin. The Americans are 
ostensibly committed to it, and only 
as recently as June of this year, 
President Kennedy said that he 
would be pleased to call hirpself a 
Berliner, But many believe that 
it is sheer politicking and that if 
Kennedy could find some way. of 
wriggling out of his * Berlin com¬ 
mitments, he would do so gladly. 
But he- cannot and Berlin . hangs 
round his neck, like the Old Man 
of the Sea. 

The American chicken, of course, 
is only a side excuse. Germans can 
erect the most up-to-date steel mills 
and the most' sophisticated chemical 
plants, but they have not yOt found 
a way to raise chicken cheaply* 
simply because there is not enough 
cheap labour in Germany and pro¬ 
ducing cbiclcen on a mass scale is 
an agricultural, not industrial job. 
•It would not hurt she Germans; to 
lef the Americans have the chicken 
monopoly, and besides, the Ger¬ 
mans Came upon chicken quite re¬ 
cently. Chicken was never on the 
German menu except as a luxury 
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or av speciality twb ‘ Hears 4ga , knd 
it vtap tbp. Americans wbo introduc¬ 
ed cheap ehickdp' on the . German 
market. The total American wfe to 
Geragany' is understood tci be around 
$'46 million even though the^ Ger¬ 
mans think it is hot more tbatf $ 19 
million. -West Germany Jjjttfcps 
rail 1 ft)ns 6f dollars- worth of orders 
for-American military equipment 
and could easily wink at a' paltry 
8 19 million. Then yvhy is there 
such a fuss made about the dhicken 
trade?-’,’-, . * 

French Hand id Chicken War : 

One answer is .that Germans are 
under , pressure. from the French 
.who waht the chicken trade for 
themselves. There is little love lost 
these days between the Frfench and 
, the Americans and France is mak¬ 
ing every effort: to restrict the sale 
of American, goods on . the conti¬ 
nent. France can afford to do so 
because it is a country pre-eminently 
self-sufficient iq food. And France, 
in her own way, has been trying to 
get German support in her battles 
against America. The trouble with 
Germany is that jt has a guilty con¬ 
science with jts immediate past be¬ 
haviour in France and Wants to win 
French affection and gratitude. At 
least the older generation of Ger¬ 
many, that is in power wants French 
sympathy. Whether the next gene¬ 
ration would care is another matter. 
But for Adenauer, it was a question 
of expiation of past sins/ Arid en¬ 
tirely apart from the fact that Ade¬ 
nauer is a consummate politician, 
he has been wanting to please dr 
Gaulle and play off America. Hence 
Bonn’s differences with America on 
the chicken question., It has upset 
Washington, roused the ire of sou¬ 
thern Senators - and hardened intru- 
allied relations. ' 

When’ will all this end? The 
GATT meeting in Geneva next year 
may see the, resolution of some of 
these agricultural problems. But 
not before the situation -gets pro¬ 
gressively worse. Today, for all their 
surface amity, the western allies are 
at loggerheads with each other. This 
is the winter ’of their fHscbntrni 
The snows are piling up thick and 
fast. ; And the end- is nowhere in 
right. \ . 
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and the Sino-Indian Conflict 

* i * ' * ', 

■ ''v SattshKumar 



' The ’Nepal Government’s reaction to Gkincse. aggression against India came as a surprise to India, 
but only because the Basic footers responsible for it were inadequately understood in this country. 

appreciation of these factors is essential to a reappraisal of India’s, attitude to Nepal in the chan¬ 
ged circumstances of the open conflict with China. Such a reappraisal is already under way but it still has 
a Hong way to go. . 

' Principally, Indian policy towards Nepal must be based on realpolitik free from obsession with "spe¬ 
cial cultural relationships'” awl “historical ties”.. India must , of course, continue to give Nepal the benefit 
of her geographical contiguity and larger size and resources. At the same time, she should treat Nepal 4 s', 
an independent country and ryot take for granted her friendship and support. 


JNDIA’S border conflict with China 
provoked different reactions 
from different Countries of Asia 
depending on their geographic po¬ 
sition, economic needs, political sys¬ 
tems, ideological inclinations, and 
relations with India and China. 
While the reactions of other count¬ 
ries are no doubt important, Ne¬ 
pal’s reaction to the Sino-Indian 
conflict calls for special attention 
and explanation in view of her uni¬ 
que strategic significance for India 
vis-a-vis China. This article is an 
attempt to study the peculiar or 
unexpected reaction of Nepal and 
its causes. 

Scrupulous Neutrality 

In the case of Nepal, what is 
available to us in any definite form 
is the official reaction only, for the 
major instruments of expression of 
unofficial opinion — the political 
parties, their publicity organs 
(newspapers, etc) — are banned. 
Those newspapers whose publica¬ 
tion is permitted cannot easily af¬ 
ford to differ from the official opi¬ 
nion. However, in a very scattered 
and unrepresentative way, the un¬ 
official reaction is available in the 
form of opinions of such public 
men as were outside the jail, (eg 
K I Singh, Surya Prasad Upadhy- 
aya, Tanka Prasad Acharya), and 
of some newspapers. Rut the pub¬ 
lic men' as well as the newspapers 
expressed their views in accordance 
"ith their established and familiar 
pro-India or pro-Chin a positions. 
Therefore, it is difficult to attach 
"mch importance to their views in 
■ ! ny general assessment, of Nepal’s 
inaction to the Sino-Indian conflict, 
Hence, this article will be devoted 
mainly to a < Study of the official 
'action. . 


Officially, Nepal can be said to 
have neither supported nor opposed 
India’s case in her dispute with 
China. The long initial silence of 
official circles on the issue was indi¬ 
cative of their reluctance to com¬ 
mit themselves. At last a statement 
was made by King Mahcndra in an 
interview to Nepal’s National News 
Agency. It said : “Mr Nehru’s hair 
has grown grey in striving for 
peace . . . and 1 know the Chinese 
Premier has faith in the Pancha- 
sheek .... Nepal will not lag 
behind if it is essential to take any 
step in the interest of world peace 
or our own”. This statement can be 
said to be quite representative of 
Nepal’s official reaction. But this is 
a neutralistic statement, consistent 
with Nepal’s declared policy (of 
neutrality) towards her two neigh¬ 
bours. 

China’s Entry into Nepal 

But such a statement may at best 
satisfy an academician. Indians in 
general, concerned with realpoli- 
tik, expected something much 

more than this. In the background 
of India’s traditionally very inti¬ 
mate and ancient relations with 
Nepal (on the basis of geographi¬ 
cal proximity, dependent economy, 
political and social links, and the 
much proclaimed cultural unity, 

etc, and on account of the fact that 
China’s relations with Nepal are 
only recent, India could rightfully 
expect a very enthusiastic support 
for her case. But this did not hap¬ 
pen. Some of the causes for this 

are analysed below. 

Nepal’s geographical position is 
an important factor to be taken 
into account while considering 

ffepal’s attitude to Sino-Iodian re- . 


latione. After the frontiers of 
China have come to adjoin the 
northern frontiers of Nepal, it has 
become very difficult for Nepal to 
ignore the existence of China ns 
another immediate and powerful 
neighbour. Therefore, no govern¬ 
ment in Nepal could have supper* 
ted India’s case unreservedly 
enough to completely satisfy Indian 
public opinion. 

Another factor to be considered 
while analysing Nepal’s policy to¬ 
wards India is the active entry of 
China in the political and econo¬ 
mic life of Nepal. India no longer • 
has an unrivalled position in Nepal 
as a neighbour which influences’ 
her daily life. After the establish¬ 
ment of diplomatic .relations with 
Nepal in 1955, China so rapidly 
cultivated these relations by pro¬ 
fuse offers of economic aid, conclu¬ 
sion of. treaties and exchange of 
delegations that she largely succed- 
ed in neutralizing the traditionally 
exclusive Indian influence there. 

India’s Attitude to Kina Mahendra 

The total amount of economic 
aid given by China after 1950 may 
be much less than that given by 
India. Similarly, there may still be 
touch more that the Nepalese way 
of life has in common with India 
than with China. Yet, as a ' re¬ 
sult of a number of national and 
international factors, a stage has 
come in the political development 
of Nepal where the Nepalese, by 
and large, have started equating 
India with China. Therefore, any 
Government in Nepal would have 
found it difficult to completely ig¬ 
nore the Chinese pressure within 
Nepal in expressing an opinion on 
Sino-Indian dispute. 
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The most important reason lor 
Nepal’s official reaction being 
what it has been is. however, die 
type of Government in Nepal, the 
origins of this Government, and 
India’s policy towards it. Nepal, 
from December 15, I960 to April 
14, 1963, was under the direct rule 
of King Mahendra. Since April 14, 
1963, there has prevailed a Pancha- 
yat Democracy wherein also the 
King’s influence is paramount. This 
direct rule of the King was esta¬ 
blished by overthrowing on Decem¬ 
ber 15, 1960, a Government {head¬ 
ed by B P Knit ala) elected freely 
on the basis of universal adult 
franchise. India, being ideological¬ 
ly and emotionally attached to the 
elected Government, and having 
played a vital role in its being 
formed, was shocked at its sudden 
and unexpected dismissal. She reac¬ 
ted very strongly against King 
Mahendra’s action. Shortly after¬ 
wards, a rebel movement against 
the Royal regime started in Nepal. 
The movement was led by the Ne¬ 
pali Congress, with the co-operation 
of some other patties. The Nepa¬ 
lese Government alleged that the 
movement had its base in India 
and was, officially or unofficially, 
encouraged by India. In spite of re. 
pealed dentals by the Government 
of India, the Nepalese allegation 
remained. 

If Nepal was Ruled by an 
Kleeted Government . . , 

India’s non-acceptance of the 
Royal regime and the continuance 
of the rebel movement were the 
running sores in relations between 
the two countries when the Chinese 
aggression against India took place. 
Meanwhile, during the two-year 
ueriod when Indo-Nepalese rela¬ 
tions were at a low ebb, there was 
a distinct improvement in China's 
relations with Nepal. To some ex¬ 
tent; this improvement was a re¬ 
action to the deterioration, on the 
one hand, of 1 ndo-Nepalese rela¬ 
tions, and on the other, of Sino- 
Indian relations. Such being the 
relationship between India, Nepal 
and China at the time of the Chi¬ 
nese aggression, Nepal could not 
give as enthusiastic support to 
India as the latter expected. 

An important question arising 
from the foregoing discussion is : 
What would have been Nepal’s atti¬ 
tude if she was ruled by an elect¬ 
ed Government ? In view of the 
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considerations stated earlier, ie, 
Nepal’s geographical position and 
China’s growing influence in Nepal, 
the answer that can be conjectured 
is that, short of declaring China 
an aggressor, Nepal would have 
done much to support India’s case. 
This support would have been mani¬ 
fested in free discussions in the 
Parliament and the Press. Major 
sections of public opinion would 
have been represented in the Parlia- ’ 
mrnt. From the discussions held 
in the Nepalese Parliament in 1959- 
60 on Chinese incursions into Indian 
and Nepalese torritory, it could, be 
expected that the discussions on 
Chinese aggression would have 
been strongly critical of China, al¬ 
though the Government might have 
refiained from passing a formal 
resolution condemning China as an 
aggressor. Again, the discussion 
in the newspapers would have been 
uninhibited and free from the fear 
of the official opinion. 

What India Can Do 

Is there any seope for revision of 
India’s policy towards Nepal ? In 
the case of some Asian countries, 
it is pointed out that they did not 
give unqualified support to India 
because they are riot satisfied with 
India's economic policies towards 
them and they are getting a better 
deal from China. As regards Ne¬ 
pal, we can hardly ifind (much 
fault with India’s economic policy 
towards her. No doubt there have 
been complaints by the Nepalese 
against the behaviour of Indian 
customs officials and against Indian 
traders on the Indo-Nepal border 
that they were trying to block the 
How of goods jnto Nepal and hind¬ 
er the growth of Nepal’s inter¬ 
national trade. But these allega¬ 
tions, to the extent they are true, 
have only been minor irritants and 
have made no major contribution to 
the formation of Nepalese attitudes 
to India, The recently concluded 
trade and transit agreements bet¬ 
ween Nepal and Pakistan might 
appear to be an evidence of Nepal’s 
dissatisfaction, with India's trade 
policies towards her. But a careful 
study of Nepal’s growing inter¬ 
national relations would reveal 
that these treaties were a part of 
Nepal’s general drive to lessen her 
exclusive dependence on India, In 
any case, the Government of India 
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through its latest agreement with 
Nepal has tried to remove all such 
irritants by providing adequate 
transit facilities to Nepal. 

In' political relations, India’s 
policy has been recently modified 
and the King has been reassured of 
India’s friendship and support for 
the Panchayat Constitution. The 
presence in India of the King and 
Queen of Nepal this week hears 
testimony to this improvement in 
relations between the two countries. 

Indian Policy t Scope for Changes 
There is, however, scope for fur¬ 
ther changes in Indian policy. The 
Indian press and people should 
treat Nepal as an independent 
country, with due consideration for 
the susceptibilities of the Nepalese. 
The Government should at the same 
time keep its strategic interests in 
the forefront in its relations with 
Nepal. In other words, Indian 
policy must he based on realpolitik, 
free from the obsession with “spe¬ 
cial cultural relationship” or “his¬ 
torical ties”. India would, of 
course, continue to give to Nepal 
the benefit of her geographical con- 
tinguity, larger size and resources, 
and greater economic development. 
At the same time, it is also neces¬ 
sary that India should not take for 
granted the friendship of Nepal. 


All- India's Boeing Utilisation 

^IR-INDIA’S average utilisation of 
its fleet of Rolls-Royce Conwav- 
powered Boeing 707 inter-continent¬ 
al jets, since the delivery of the 
first aircraft in February 1960, is 
the highest among Conway-Boeing 
operators. The figure (8.86 hrs.) is 
the highest among 26 international 
airlines which operate Boeing jet 
airlines. 

Since the start of the summer 
schedule this year, Air-India has 
consistently achieved over 10 hrs 
utilisation per aircraft per day. For 
July 1963, the figure was 10.8 hr- 
which is one of the highest for the 
industry. 

Considering Air-India’s far-flung 
route system and the fact that the 
Aircraft are away from the base for 
long periods, the high, rate of utili¬ 
sation reflects efficient operation and 
the high standard of maintenance 
of its planes. 
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Economic Growth with Unlimited Supplies 
of Technical Knowledge 

Gerald Sirkin 


Some recent growth models, while offering insight into growth problems of advanced economies, 
require modification in their application to newly-developing economies. 1 

The distinction, helps to explain why a high saving ratio can contribute to high growth rales in the 
early stages of development, while lower rates of growth are to be expected and a lower saving ratio becomes 
appropriate when an economy joins the advanced group. 


'J'HE differences between e<ionomic 
analysis applicable to economies 
in the early stages of development 
and economies in an advanced state 
is something for which most econo¬ 
mists nowadays are on the ' alert. 
Sometimes the differences are ex¬ 
aggerated and occasionally a signi¬ 
ficant difference is neglected. A 
possible case of neglect is suggested' 
by some recent comments by Martin 
Bronfenbrenner. 1 

Professor Bronfenbrenner, recom¬ 
mending an increase in the rate of 
saving in the Indian economy, men¬ 
tions the growth models of T W 
Swan and Robert M Solow,* in 
which an increase in the saving ratio 
will increase the rate of growth of 
output only during a transitional 
phase, by the end of which the rate 
of growth has returned to its initial 
level. What the Swan arialysis de¬ 
monstrates, for example, is that if 
an economy has la rate of growth 
of labour and a rate of technical 
progress which are independent of 
the rate of capital accumulation, 
the rate of growth of output must 
eventually he governed by the rates 
of growth of labour and technical 
progress, and will eventually be in¬ 
dependent of the saving ratio. The 
reason for this is simply that, no 
matter what the saving ratio, the 
rate of capital accumulation will 
move to an equilibrium position 
determined by the rates of labour 
growth and technical progress. The 
equilibrium rate of capital accumu¬ 
lation will be the one which makes 
income and capital stock grow at 
the same rate. If the rate of capital 
accumulation is slower than the rate 
of income growth, the rate of capi¬ 
tal accumulation rises; if the Tate 
"f capital accumulation is , faster 
than the hate of income growth, the 
rate of capital accumulation falls. 6 

Starting from tan equilibrium 
position, if the saving ratio is in¬ 


creased, die rate of capital accu¬ 
mulation and the rate of income 
growth are both increased, but the 
former rate is increased more. 
Capital is now growing faster than 
income, the rate of capital accumu¬ 
lation slows down, and equilibrium 
is restored when capital and income 
are both growing at the original 
rate. 4 The increase in the saving 
ratio thus increases the rate of out¬ 
put-growth initially but the growth- 
rate then declines through a transi 
tional phase until it has returned 
to the rate that existed before, the 
saving ratio increased. 

A secondary conclusion from this 
type of model is that a relatively 
large increase in the saving ratio 
may produce a relatively small in¬ 
itial increase in tile rate of growth 
of output. 6 

The Model Applied to Developing 
Economies 

A number of modifications of 
this model may be appropriate be¬ 
fore it is applied to newly-develop¬ 
ing economies. 

(A) In an economy with redund¬ 
ant labour, the growth of labour 
input need not be independent of 
the rate of capital accumulation. 0 
In such a situation, the absorption 
of labour input depends primarily 
on the rate of growth of the capital 
stock. The tendency for the rate of 
growth to decline after an increase 
in the saving ratio, is postponed as 
long as the excess labour supply 
lasts, except to the extent that a 
fixed input, land, causes diminish¬ 
ing returns. If capital accumula¬ 
tion is concentrated in the sector 
where land i# of relatively little 
Importance, the growth rate will 
have little tendency to sag during 
the phase of absorbing the excess 
labour. 

(B) Professor Bronfenbrenner 
mentions two reasons why the con¬ 


clusions of a Swan-type model need 
not be discouraging to a proposal 
to accelerate Indian growth by 
stepping up the saving ratio: “(1) 
it [the evaporation of the improve¬ 
ment in the growth rate] is not 
reached within finite time and (2) 
the market mechanism which it 

f iostulates has limited relevance to 
ndia with centralized development 
plans fostering industrialization 
despite high capital coefficients”. 
With this second point I cannot 
agree since the operation of the 
model has nothing to do with the 
mechanism by which the rate of in¬ 
vestment is decided, unless it can 
he shown that centralised planning 
somehow suspends diminishing re¬ 
turns. The first point, however, is 
relevant. Though a substantial por¬ 
tion of the improvement in the 
growth rate can evaporate within 
finite time, the transitional phase 
during which the growth rate is 
significantly increased may he of 
considerable duration. 7 

(C) A third qualification, which 
I believe has greater and more 
lasting significance for the conclu¬ 
sion of the model is this: that the 
rate of technological progress will 
not be independent of the rate of 
capital accumulation in newly-deve¬ 
loping countries. This point can 
best he illustrated with the aid of 
Kaldor’s technical-progress func¬ 
tion. 5 
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j An emptydesk- 

yet District Sales Representative Konery is on tin 






Tske one part efficiency, two part* drive, a good 
dollop of common sense. Mix with a base of sincerity. 
Season with an infectious smile. Top off with travel. 
For good measure, add a desk (rarely ocoupied) and 
yOu have W.B. Konery, Burmah-Shell District Safes 
Representative at Hubii. 

A DOMINATION Of TALENTS 

Konery Is 47 years old and has spent 19 of them 
with Qurmah-Shaif He*s Invariably on the move His 
sales area comprises hundreds of square miles end 
he knows *11 of it well. His duties may be summed up 
In a sentence. Konery must meet the diverse needs 
of hi# msny customers. Hi* job demands that he keep 
a cool head in a oriels and he always does. When 
dealing with Agents, Dealers and customers, Konery 
combines the talents of Counsellor, Adviser and 


Constructive Listener. Above all, me is regarded as 
a man who keeps his word.Konery he* made spores 
of friends in hi* Job. To them, he Is Burmsh-Bheil. 

Id BAY, AS EVER, PEOPLE LIKE KONERY 
ARE WOWING FOR YOU 

Konery I* a fine example of a man at paaca with 
hlmaalf. Married, with three children—two boy* and 
a girl—ha admit* wryly to a partiality for hi* 12 yoar 
old daughter. ‘Sha command*.' he aaya. eyes twlnkl- 
Ing, ‘and I obey.’ H* plana a futura for har In mediotae, 
Konery and paopla Ilka him—at all levels of responat- 
binty—are Surmah-Shelf Today, as ever, they ara 
hard at work.. .working to ensure that vital petroleum 
producta, aaaantlal to india'a growth and progress, 
are brought to you at the right place and time, In the 
right quant It lea. 




.fry 

; H IW 




BUR11-8HELL are People in the service of the Penile 
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. in S^Rgnua t, >lfce' rato af.gtowtb 
ofoutput per worker is related . io. 
the rate of growth of capital per 
worker by means of the technical 
progress function, TT r . The tedhni-. 
cal progress function combines the 
effects of. both the accumulation of 
capital and technical progress. The 
distance OT measures the growth 
that results from technical progress 
vtfth a constant capital stock. OT 
reflects die rate of flow of new ideas 
and the readiness of the society to 
adopt new ideas. If those are con¬ 
stant, the position of tfie curve will 
be fixed. The convexity of ' the 
function represents the declining 
contribution to productivity that 
the rate of capital accumulation 
can make with a given rate of flow 
of new ideas. 

A 45° line from the origin marks, 
at its intersection with TT', the 
point at which the capital stock 
and output (per worker) are grow¬ 
ing at the same rate, which is the 
equilibrium position. An increase 
in the rate of growth of capita] will 
temporarily raise the output growth 
rate but, since capital will then he 
growing faster than output, both 
must return to the original growth 
rate, provided TT’ has not shifted. 

The increase in the ratf> 

through faster capital accumulation 
is thus constrained by the rate of 
flow of technical knowledge, which 
is .exogenously determined. This 
condition seems to be a good des¬ 
cription of an advanced economy 
in which the existing capital stock 
approximates the application of 
existing technical knowledge and 
the productivity of additional cap 
ital is closely related to the current 
flow of new technical knowledge. ’ 

Technical Progrees Independent of 
New Knowledge 

However, an economy iq the 
early stages of development will 
not be operating on the frontiers 
of technical methods. Nor will it 
move to the frontiers directly as it 
forms , new capital. The appropriate 
techniques of production and; choice 
of products are related to the rela¬ 
tive plenitude of capital. Hence, 
the. newly-developing ecctnft»v does 
not ordinarily skip over the ‘‘old’ 
ideas and proceed at qncre jto install 
capital embodying the latest dis¬ 
coveries, In' effect, an economy be¬ 
ginning Its development in a wbrid 
with a highly advanced sector has 


a great {tool of technical knowledge 
from which to draw add it draws 
from -the pool gradually. The rate 
at which it draws from the pool is 
dependent on the rate of , capital 
accumulation, for the more rapidly 
the capital stock per worker grows, 
the sooner the more advanced, tech¬ 
niques in. the pool become appro* 

, priate. ' *; • 

The result is that, until the pool 
is exhausted, the rate of technical 
progress is not dependent on the 
rate of creation of new knowledge. 
The effect is illustrated in Diagram 
II. A, technical progress function 
such as Tj't will continue to re¬ 
present the relationship between the 
growth rates of income and capital 
per worker, with some given rate of 
inflow of technical knowledge which 
flows in at a rate dependent on the 
rate of growth of capital, there will 
be a different technical progress 
function for each growth rate of 
capital. * 
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Suppose that T t T’ is the techni¬ 
cal progress function with the rate 
of absorption of technical know 
ledge associated with a growth rate 
of capital, k ,; and T S T/ is the fun 
ction similarly associated with k 2 
Then the technical progress func 
tion that actually pertains is a line 
passing through such points as A 
and B. 

If AB has a slope of 1, income k 
can be kept - growing at whatever 
rate of growth of capital the econo¬ 
my manages to .generate. Unless 
there is a marked unreceptivity to 
new methods, it is not unreasonable 
to imagine that the economy could 
draw op existing technical know-,, 
ledge at a rate fast enough to keep 
the growth rate of income from 
falling behind any growth rate of 
capital. As long as the unlimited 
.supplies of technical knowledge 
last, which ean be a long thrift even 


with , quite high rates of, capiti 
growth.", ^implications .of t , 
Swan-SoloW model can be postponw 

. .. Notes / 

1 “ Hard’ Versus ‘Soft’ EconOm 

Development The Bcenon 
Weekly, Annual Number, Februar 
1963. - 

2 T W Swan, “ Economic Grow 
and Capital Accumulation”, Bet 
noetic - Record, November, 195 
Robert M -Solow, “ A Contribute 
to the Theory of Economic Gn 
wth ”, Quarterly Journal of Ec 
nornics, February, 1956. 

3 Let « — proportion of output (V 
which is saved and K — capit 
stock; then $Y = the addition' ; 

capital stock per period and «~ 

=■ the rate of growth of the cap 
tal stock. If Y is growing fasts 

Y 

than K, a—r falls. Hence, equilil 
K 

rium in reached when the 'grows 
rate of Y equals the growth ral 

or K. 

* For example, Assume a produCtio 

ii 

function of the type, Y - K N 
where K is capital, N i# labipu 
With constant returns, a + b 
The rate of growth of output <; 
depends on the rate of growth 

Y 

capital (s—), the rate of growth ; 

K 

labour (n), and the corttribuiio 
to growth by technical i prog re 
(m). The relationship ‘ is the 

Y 

y — as — + bn + m. In equibi 
K Y bn 4 -1 

brium where Y = s—, y —-- 

K 1- 
The equilibrium rate of growt 
of Y is thus independent of s. 

8 The proportionate initial increa 
in the growth-rate produced by s 
increase in the saving ratio d 
peqds on the value of a. 

Y 

y = as— + bn + m and, being I 
K 

Y 

equilibrium, y = s-—, when s is ji 
K 

creased by a factor, h, y’ ~ hi 
Y Y’—Y 

— + bn + m and - ~ a (h—J 

K Y 

As an illustration we may s 
sume a “reasonable” value of 
.5. If y is growing at 4%, a doul 
ling of the rate of saving will rai 
the growth-rate initially to on 
6%. However, the possibility lh 
increasing refurns to scale w 
make the value of a larger, hits i 
be considered in a newly-develo 
ing economy-. 

8 See W A Lewis, “Economic Dev 
lopment with Unlimited Supplies 
Labour", The Manchester Sckot 
May, 1954. 
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See Marvin Frenkel, “The Produc¬ 
tion Function in Allocation and 
Growth : A Synthe«i»”, The Amt- 
rican Economic Review, December, 


1962. However, at moderate value* 
for the coefficient a, over half of 
the gain in growth initially achie¬ 
ved by increaitng s will dbappear 
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Nichoiai Kaidor, M A Model ttf 
Economic Growth”, Economic /out- 
nal, December, 1957. 


One of the fastest growing 
general insurance companies in India 

MADRAS MOTOR & 
GENERAL INSURANCE 
COMPANY LIMITED 

The stability of * general insurance company depends 
upon the continued patronage of its dJentv The ability 
to expand the field of activities and serve new clients 
sets the pace of its growth. 

The swift and steady growth of Madras Motor & General 
Insurance Company limited indicates that it possesses 
both these qualities in ample measure. ......... i 



Paid-up Capital 
Reserves 
Insurance Funds 
Total Assets 
Gross Premiums 


23.16 


36.22 
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84.99 


MADRAS MOTOR A GENERAL INSURANCE COMPANY LIMITED 

Registered Office: 52 Peters Road, Royapettah, Madras-14. 

Post Box No. 671-Telephone 86551 (3 lines) (Member of TVS Group) » 

Branches: Bangalore-Bombay-Caleutta-Coimbatore-Madural f 

Nellore-Salem-Secunderabad-Tlruchirapalli-Tlrunelveli-Vellore 8 

Vijayawada. Sub-branches: Davangere-Trlvandrum-Vlsakhapatnam j| 

London Agents: M/S, MUIR BEDOAL BODA A CO. LTD.. 37 Gracechurch Street, London, E.C 3 














The Case against Compulsory Saving 

'■ Mahesh Bh&tt 
B M Peensada 

It is implicitly assumed that compulsory borrowing from the low income group would automatically 
result in compulsory savings. Correspondingly, in the case of the higher income group it is held that com¬ 
pulsory saving would merely replace voluntary saving. 

It is also assumed that there is no difference between compulsory borrowing and taxation for the 
higher income group as a whole became the same group will bear ike burden in cither case. 

Lastly, it is assumed that compulsory saving leads to redistribution of income in favour of the rela -, 
lively poor. -Sr *5 

A critical exaffHuialion 6f these assumptions makes the case for compulsory saving less sound than 
appears at first sight. , J 


T° start with the first implicit 
assumption: compujfp^y bor¬ 
rowing from the low income group 
would automatically result in com¬ 
pulsory savings. There are reasons 
why this may not necessarily hold 
true. It is true that purchase of 
bonds by the poor class may reduce 
their disposable income, but it does 
not curtail their real or accrued in¬ 
come. Although consumption is 
not entirely independent of dispos¬ 
able income or liquidity, it cannot 
be denied that accrued or real in¬ 
come does have material influence 
on consumption. Disposable income 
fay providing liquidity makes spend¬ 
ing possible but if accrued income 
is not reduced by the Compulsory 
Deposit Scheme, and if potential 
sources of liquidity are easily avail¬ 
able, consumption may not be re¬ 
duced. Further, if consumption 
standards are already near rock- 
bottom the scheme would merely 
compel poor people to either sell 
their assets or borrow from private 
sou rces. rather than compel them to 
save. Therefore, in order to achieve 
the desired result, of making the 
poor save more, it would be neces¬ 
sary to take some measures to ration 
consumption expenditure along with 
compulsory purchase of bonds. But 
this would be highly undesirable 
from the point of view of equity. 

Moreover, to the extent that a sec¬ 
tion of the people covered under this 
scheme save something, there is 
strong likelihood of transfer of 
voluntary savings into compulsory 
s«vim*s. Here it is, WQ 5 & -noting 
that the middle class in India (bet¬ 
ween monthly inconfes' M Its 100 
and Rs 250) is thrifty by nature. 
In the absence of any social secu¬ 
rity benefits, this class is under 


special compulsion to save. It is 
possible that now under CompulsOrJh 
Deposit Scheme they may cease to 
save voluntarily. Similarly, in the 
case of income-tax payers covered 
under the Scheme, no concession is 
given for their voluntary savings 
in the form of providend fund pay¬ 
ments or life insurance premia and 
so it is possible that they may also 
turn their voluntary savings into 
compulsory savings. Hence it is 
questionable that compulsory bor¬ 
rowing would necessarily result in 
increased savings by the commu¬ 
nity. 

Taxation rs Borrowing 

The second implicit assumption 
underlying the rationale for confin¬ 
ing this scheme only to the, lower 
income group is that, as far as the 
higher income group is conrerned,.- 
there is no difference between bor¬ 
rowing and taxation because the 
same group will briar the burden m 
either case. However, if we look 
at the problem from the view point 
of the distribution of the burden 
between the present and future 
generations, there is definitely a 
difference. As far as voluntary bor¬ 
rowings are concerned there is no 
burden on the present generation, 
because bonds are voluntarily pur- 
chased and the buyers of the bonds - 
are bound to be better off than for 
purchasing the bonds. Otherwise 
they would not purchase these 
bonds. As against this, in the case 
of taxation the full burden falls on 
the present generation. 

Even if borrowing is made com¬ 
pulsory it imposes a relatively 
smaller burden on the present gene¬ 
ration as compared with taxation.^ 
Taxation compels one to surrender 


income permanently whereas com¬ 
pulsory borrowings reduce one’s 
liquidity but not one’s net-worth 
position. The only burden involve* 
in this case would be the difference 
between the rate of interest at which 
the people would voluntarily buy 
the, bond and the rate which is actu¬ 
ally paid to them on the compulsory 
borrowings. 

Implication* for the Future 

If considered from the point of 
view of the future generation one 
again finds a definite difference 
between the burden of taxation and 
borrowing. F Modigliani ( Econo¬ 
mic Journal, December 1961) has 
very clearly demonstrated this diff¬ 
erence. The effects of taxation and 
borrowing are not the same on the 
future generation because taxation 
will reduce consumption to some 
extent while borrowing is unlikely 
to do so. Because of this, the size 
of the capital stock to be inherited 
by the future geeration is likely to 
be more under taxation than under 
borrowing. Hence the future gene¬ 
ration would benefit more or suffer 
less from taxation. Borrowing and 
taxation thus have dissimilar effects 
and so it is not correct to say that 
as far as the high income group is 
concerned “it is a matter of indiff¬ 
erence whether the levy is in the 
form of a tax or borrowings”. 

For the reasons cited above, one 
may support the view that war 
finance should be raised through 
taxation, but only if one accepts 
that the burden of war financing 
should mainly fall on present gene¬ 
ration. One may or may not accept 
that, but the point is that taxation 
and borrowing are not similar in 

1483 




s&jtn. ' >, Ifll 




\0» ! ' effect'an the upper income 
‘■*i groups as implicitly assumed by the 
4 ^supporters of Compulsory Deposit 

li/’"' Redistribution Effect 

J; V .T(ms claim that this scheme leads 
to ,a redistribution of income in 
| ‘ favour of the relatively poor is also 
y challengeable. As the scheme is 
•/ .confined to the lower income group, 
: -it is necessarily regressive in cha¬ 

racter. Assuming that the scheme is 
an alternative to regressive taxa¬ 
tion, the low income group appears 
to be better off now since they re¬ 
tain their claim to the income. 
But this would be true only if we 
assume that the redemption of bonds 
> in the future will be done by impos¬ 
ing progressive taxes. Is there any 
ground to believe that in future 
additional taxation would be main¬ 
ly progressive? If for the repay¬ 
ment of the compulsory loan we 
' f have to depend on regressive, taxa¬ 
tion or deficit financing, there is 
, little to choose between the Com¬ 
pulsory Deposit Scheme and regres¬ 
sive taxation, except for the diffe¬ 
rential burden of these alternative 
methods on the. present and future, 
generations. As shown earlier, from 
the view point of the future gene¬ 
ration, taxation would he preferable 
to borrowing. 

* Further, a given amount of com¬ 
pulsory saving will almost certainly 
reduce consumer spending less than 
the same amount of taxation. 
'/Therefore, with the present infla- 
, 1 iionary trend more price, rise may 
' be expected under the Compulsory 
Deposit Scheme than if the same 
amount of money had been raised 
’ through taxation. From the point 
i of view of restraining inflationary 
pressure regressive borrowing is less 
preferable to regressive taxation. 

. Even if- we assume that repayment 
/, of* debt would be through progres¬ 
sive taxation, to the extent that 


p borrowing may push up prices, the 
lower income group loses more 
relative to the others and any poss- 
long period gain to them from 
/"■' .‘borrowing is thereby reduced or 
it! eliminated. 

|s'>. Administrative Problems 

jfe "Finally, the weakest point of this 
^I'Sfbhftine is the administrative pro- 
Sv*: items which it creates. Will not the 
iffijjtytetha- that il would entail high 
flection relative to yield 


-T# 


. which is generally used against 
taxing the poor finder income tax. 
be equally applicable to this scheme 
as well? It is true that many less 
developed countries like Turkey, 
Ghana, British Guiana, Brazil and 
a few others have adopted compul¬ 
sory savings. However, in most of 
these countries, unlike India, the 
scheme is usually administered in 
connection with income tax or (as 
in the case of Ghana) in connection 
with the purchase of cash crops by 
a marketing board. 



"-■’•/Vi! 
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Kaldbf 'ba* rightly polntod «m 
that a scheme of compulsory savings 
is appropriate- only wheq “the coun¬ 
try has readied a stage of develop¬ 
ment which! makes it possible to’ 
bring a considerable section of the 
people within the scope of direct 
taxation or when there is a major 
cash crop (such as Coco in Ghana) 
which is purchased by a central 
marketing Board at fixed price*, 

* N Kaidor, the Role of Taxation in 
Economic. Development. 
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jute Industry: Impact of Restrictive' Policies 

4' Gotattluiee» Minutry ol IafernationaJ Trade, QcB/pmmpnt of India, 19$3. 




’ Anti- 

■m 


*W' 


like 1958-59 the industry worked' and stands m the way of the efficient & 
below capacity. This wg# directlyunits expanding their * output 'athd * 
responsible tor toe J exceptionally ; ‘ taking advantage of'the-economic 
low.'prlqes of raw jute that year and • of scale. ‘ .. . ; 


Jqte Committee was 'set -up 
• /• by the Government -of India in 
,ApriU1962.‘Though its prinejpai 
taSk was to suggest steps to increase 

exports, of jute manufactures, the the consequent sharp, decline ip cut;. (jjj) j* j^g Hnrited, the. kvailabi- 
Committee's terms of reference were tivation and output of jute din the lity of yarn for manufacture pf jute ■ 
broad* covering also increased pro- next two years. ' • ‘ , goods of special types by pegging it h* 

’ -* ’--Smaller Share of 'World Market .. . i * 

The effect of I J M A’s restric- 
tionist policies on Indians position 
as the biggest exporter of , jute 
goods is clear from the report. Over 
the decade 1950-60, World consump¬ 
tion of jute goods rose by 77 per 
' cent, from 15 lakh tons to 26.5 

lakh tons. During this period pro- ; stability in export prices 

duction of jute' goods in India in- frequent changes in .the lev#! 

creased by a bare 8 per cent, from ' L * ! — 

an average of 9.74 lakh tons in the 


duct ion of jute goods, modernise 
tion Vand expansion of the industry, 
stabilisation of . prices of raw jute 
and' jute manufactures,, etc. The 
Committee had Shri C Srivastava, 
Adviser. (Industries .and Transport), 
•Planning Commission 'merits.'- Chair- 
man and Shri Ajit .Maaoomdar, 
then Jute Commissions#, as Member- 
Secretary. The Committee’s report 
was presented to the Government in 
January this year. It has now been 


published and will be discussed at quinquenr , ium 1951.56 to 10.57 
the . next meeting of the Board ol lakh (ons during j 956.61. As a con- 


the . next meeting 
Trade in NeW Delhi on Tuesday 
next. ■ 

The 'performance of the jute in¬ 
dustry during the last .decade as it 
emerges froih the xepdrt is faT from 
flattering. The deliberate restriction 
of output by the Indian Jute Mills 
Association' through the to-called 
Working- Tim.e Agreement and the 
compulsory aealirig of looms has 
been the subject of persistent cri¬ 
ticism. The Jute Cofnmittee, con¬ 
firms that the l'estrictionist policies 
have had no justification, particul¬ 
arly since the country became self- 
sufficient in raw jute in 1959. They 
■have had the effect, on the, one 
■ hand, of keeping down the prices 
of faw jute which necessitated the 
initiation at the instance of the Gov¬ 
ernment of buffer, stock operations 
in 1960 to support prices, , and, on 
, the .other hand, of progressively re¬ 
ducing the country’s production of 
' jute, goods as *a proportion of the 
■total world consumption. 

Between 19&0 and . 1960, the 

TJMA mills constantly worked 10 
*0' 124 per cent below their single 
shift .capacity of 70,000 looms, ex¬ 
cept at intervals during a period 1 of 
two arid a half years hetiiwa, 19o6 
and 1959 when,’ at‘ffte insistency of 
the Government of India, the per 
centage of sealed looms whs redo* 
(Sed to between S and 74'. Even in 
,a year 'of ge«k output of raw jute 


sequence, India’s exports.as a pro¬ 
portion of total world consumption 
(excluding IniJia) declined from 
.about one-half to one third.. This 
cannot in any way be attributed to 
the growth of indigenous production 
jn the consuming countries. The 
phenomenal growth of Pakistan’s 
jute industry and 1 its exports is 
proof- of this. Between 1950 and 
I960 while the I J M. A was keep¬ 
ing dotyn the output of the Indian 
jute, mills, 8,00(1 jute looms were in¬ 
stalled in'newly established mills 
in Pakistan and by the end of the 
decade they were working 2j shifts, 
giving the equivalent of 20,000 - 
looms on single shift,' compared to 
the. Indian industry’s single-shift 
capacity of 70,000 looms. 

Criticising the I J M A’s Work¬ 
ing Time Agreement, the Committee 
has drawn specific attention to the 
following disadvantages inherent in 
the Agreement. 

(i) It is basically restrictionist 
and ip the last 10 years it has ope¬ 
rated to, keep the level of pcodoc- 
tion of Indian mills static, although 
the world demand for jute manufac¬ 
tures has expanded rapidly. As. g 
result .the increased ' demand has 
gone entirely to the “new vigorous, 
alt'd .expanding” jute industry of 
Pakistan. ' ' 

’ (ii) It 'protects inefficient uqits 
from the full effect of competition 


to a level which is determined by' 
each milTa installed capacity as it —/: 
was in 1959. . . > 

- t a. 

(iv) The forecasts on which, the • t 
operation 'of the Agreement is bated 
are ossentiaily of a short-term cha» < 
racter.' According to the Commit- ., 
tee instead of. attempting to achieve '; | 

! -’• - ! —kh';-^ 

T.f. 1 

T Ol 

prices, this objective could be better 
achieved, by operaring a buffer stoqlf, | 

of jute .goods.. •, 

Pessimism t'nwsrrsnted ■ ' 

, - . r ( ' ^ / 

In its discussion of the likefy 
growth of world consumption of.' ", 
jute goods in future, the Committefe - 
has refused to accept the view that t 
the use of jute packaging Will .dece' 
line in, the industrialised countri(^A. , 

It goes further and holds that if the 
price of the hessian bag can be held .,*> 
steady at a level at which it fs com* ' 
petitive (taking into • Account the ** 
re-use value) with the paper bag 
and its supply is assured, some mar¬ 
kets lost by jute to • paper can be \ 'j 
regained. However, even it- that is 
not so, and assuming that in the" : 
traditional markets the absolute ^> 
level of consumption of jute goods ’ 
remains constant, the Committee' ; 
estimates that world consumption of .' 
jut? goods will increase by about , 
10.4 lakh tons by 1970 over the 
1959 level. 

There will be ample opportune - w 
ties-for the Indian jute industry’ tq > 
increase exports to. both Eastern and, 
Western. Europe and to those- part# 
of Africa, Asia and Latin America 
which do not have facilities for » 
developing jqte .industries of their 
own. And in the Committee’s view 
the Indian jute industry is- in a 
better position today than ever be¬ 
fore to exploit these export possi¬ 
bilities. It says : ''*'*. ■ 

* “Trends in World demand for Jute , 

Manufacturer,” FAC), 19<>0. 
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. “ Whatever may have been the 
circumstances which in the paat 
• t prevented a larger share of the 
increased world market from 
coming to tiie Indian jute indus- 
, try, it appears necessary to take 
energetic measures now to in¬ 
crease exports and take the full¬ 
est possible advantage of the in¬ 
creased world demand. As self- 
sufficiency in raw jute has been 
achieved and an extensive moder¬ 
nisation’ programme completed in 
the mills, the industry is in a 
much better position to expand 


its market ” 


Recent field trials undertaken by 
the Indian Central Jute Committee 
indicate that, with the use of pure 
seeds of high yielding strains, ferti¬ 
liser and improved cultivation prac¬ 
tices, by the end of the Third Plan 
the average yield (taking both good 
and had years) can be increased to 
3.3 bales per acre from 2.6 bales 
per acre in 1960-61. But to achieve 
this would require a much bigger 
development programme than envi¬ 
saged at present and also more effi¬ 
cient execution of the programme 
than achieved so far. 

Price Stabilisation 


The Committee believes that 
Indian exports of jute manufacture 
can be raised from the level of 7.48 
lakh tons in 1961 to 9 lakh tons by 
the end of the Third Plan and 11 
lakh tons by the end of the Fourth 
Plan. 

Consumption of jute goods in the 
country has also been going up 
steadily. At the beginning of the 
First Plan consumption was 1.14 
lakh tons; it increased to 2.87 lakh 
tons in 1961-62, the first year of 
the Third Plan. Internal consump¬ 
tion, the committee estimates, will 
go up to 4 lakh tons by the end of 
the Third Plan and further rise to 
6 lakh tons by the end of the 
Fourth Plan. 

Production Targets 

On the basis of these estimates of 
export possibilities and internal con¬ 
sumption, the Committee sets a tar¬ 
get of output of 13 lakh tons for 
1965-66 and 17 lakh tons for 1970- 
71, To achieve these targets, pro¬ 
duction of raw jute (including mesta) 
will have to increase to 75 lakh bales 
in 1965-66 and to 98 lakh bales in 
1970-71. The Committee suggests that 
the increased production of raw julc 
should be achieved by increasing the 
yield per acre rather than by en 
croaching on the area under food- 
grains. In the Second Plan period 
' the area under jute varied between 
15 lakh acres and 19 lakh acres ac- 
cording to changes in jute prices 
and weather conditions and that 
, under mesta between 7 lakh acres 
f and 9 lakh acres. The Committee 
0, recommends that the area under 
Jute in the Third Plan and in the 
‘ subsequent plans should be stabili- 
v r .aed at around 20 lakh acres and 
; that under mesta ,at around 8 lakh 
jfy';.;*cres. 


At the same time, the cultivator 
must be assured of stable and rea¬ 
sonable price for raw jute. The 
policy of supporting raw jute prices 
at a pre-determined “ door ” by 
means of buffer stock operations 
began in the 1961-62 season and 
since then it lias been continued. 
The Jute. Buffer Stock Agency is at 
present controlled by the Indian 
Jute Mills Association with just one 
Government officer nominated on its 
Board of Directors. The unsuitabi¬ 
lity of the J B S A as at present 
constituted for stabilising the raw 
jute price has been discussed before 
in this journal (“Jute Mills and 
Jute Price”, November 24, 1962). 
The. Jute Committee reiterates that 
the responsibility for ensuring that 
prices are supported at the fixed 
level is the Government’s and can¬ 
not be left to the jute mills. To dis¬ 
charge this responsibility the Gov¬ 
ernment should have full operational 
control over any agency entrust¬ 
ed with buffer stock operations. 
The Committee suggests the setting 
up of a high powered Jute Deve¬ 
lopment Board under the Ministry 
cf Food and Agriculture which will 
he responsible for the formulation 
and execution of development pro¬ 
grammes for raw jute as well as 
for the stabilisation of raw jute and 
jute goods prices. 

Among the measures to achieve 
the target of output of jute manu¬ 
factures for the Third and Fourth 
Plans, the first priority should be 
given to full utilisation of the mills' 
existing capacity by ending the 
I J M A’s Working Time Agreement 
and by prohibiting the resumption 
of the practice of sealing looms. 
After full utilisation has been 
achieved, further expansion should 
be as follows: 


(i) first priority should begiVsafl 
to existing units which are at pre¬ 
sent uneconomic but which by ex¬ 
pansion, modernisation and ratio¬ 
nalisation can become viable; 

(ii) units which, though econo¬ 
mic, can achieve additional econo¬ 
mies by expansion should get the 
next priority since their expansion 
would result in a reduction in the 
costs of the industry as a whole; 

(iii) Considering the high capi¬ 
tal cost of setting up new mills, the 
establishment of new itftits should 
be considered only after the possi¬ 
bilities of expanding existing units 
have been exhausted. 

The Committee recognises that 
the shortage of power in the Cal¬ 
cutta area has been a major obsta¬ 
cle to increased output of jute goods. 
The power available to jute mills 
at present is aUbout 88 mW which 
is barely enough to run the equiva¬ 
lent of single-shift capacity of all 
the registered looms. To achieve 
the Third Plan target of 13 lakh 
tons the power supply to the jute 
industry will have to be expanded by 
20 mW. It will have to he further 
increased by 40 mW in the Fourth 
Plan to achieve an output of 17 
lakh tons by 1970-71. 

Export Promotion 

Among the export markets, the 
Committee recommends that parti¬ 
cular attention should be paid to 
Soviet Union, Eastern Europe and 
the countries of East and West Africa, 
Middle-East, and South-East Asia. 
Consumption of jute goods has in¬ 
creased sharply in the Soviet Union 
and Eastern Europe in the last de 
cade and the Committee suggests 
that efforts should be made to con¬ 
clude long-term agreements for ex¬ 
port of jute goods to these countries 
m place of the present year-to-year 
agreements. 

Diversification and development 
of new products have a big part to 
play in our export effort. For, jute 
can hold its ground against substi¬ 
tutes like synthetic fibres only if it 
shows the same degree of adapta¬ 
bility to consumers' requirements. 
Unfortunately, the Indian jute in¬ 
dustry has so far devoted little at¬ 
tention. tq. such adaptation and to 
development of new products. It is 
generally reluctant to accept orders 
for small lots of “non-standard” 
items preferring to forego such 
orders. The Jute Committee has re- j 






commended the setting up «f a 
Product Development Ceil m the 
Jute . Commissioner’s Organisation 
with close liaison 'with the IJMA’s 
research institute and the techno¬ 
logical research laboratories of the 
Indian Central Jute Committee. 

One of the most important deve* 
lopments in the jute industry ih 
recent years has been the increase 
in the production of wide hessian 
of high quality used in the manu¬ 
facture of tufted carpets. There is 
considerable scope for the expansion 
of exports of these carpet-backings 
to Australia and Western Europe. 
The possibility of manufacturing 
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tufted carpets for export should but also fhr maci 
also be considered. priority industries. • r.iy, r ., 


The Committee admits that the’ 
principal threat to India’s exports 
comes from Pakistan, but has made 
no attempt, however, to examine ' 
the Indian jute industry’s complaint 
that the Pakistani industry enjoys 
substantial advantages due partly to 
the lower price of raw jute in Pak¬ 
istan and partly to the Pakistan 
Government’s bonus vouchers 
scheme. The Committee recommends 
that in India also, as an incentive 
to export, a scheme may be work¬ 
ed out for import entitlements not 
only for essential jute machinery 


The conclusion is inescapable from 
the. Committee’s report that the jitte 
industry has to change its whole ap¬ 
proach to exports and export mar¬ 
kets. In view of the fall in its share 
of the world market, the Indian 
jute industry is today hardly in a 
position to exercise the kind of 
control it had over world prices in 
the past. Persistence with restrictive 
policies which have already caused 
much harm to our exports will, 
therefore, be disastrous. The indus¬ 
try’s position in the world market 
today depends on its ability to in¬ 
crease production and reduce costs. 


Dalai Street Ignores Morarji s Exit 


Thursday, Morning 


^HE stock market is known to be 
extremely sensitive to political 
developments. But strangely enough, 
Dalai Street does not seem in the 
least perturbed by the major shake- 
up in the Central Cabinet which 
has been interpreted by many poli¬ 
tical observers as a determined bid 
to restore the ideological balance 
said to have been upset by the exit 
of Krishna Menon and K D Maia- 
viya. The general impression had 
been that equity prices would re¬ 
gister a decline if Morarji Desai 
left the Cabinet. The market did 
ease in kerb, though only slightly, 
when it came to know that Morarji 
was being relieved, but the easiness 
did not last long and the market 
was steadier again in the regular 
session. In fact, the comment heard 
in the market was that after all there 
was little that Morarji had done to 
help the stock market ! 

The general view appears to he 
that taxation has already been fully 
geared to the needs of the emergen¬ 
cy and so there is little scope for 
imposing additional burdens, no 
matter who is given the Finance 
portfolio. That is why the stock 
market is not perturbed by reports 
suggesting that TTK will be the 
new Finance Minister. Thef e Was a 
time when mention of TTfC’s name 
sent a tremor through the stock 
market. 

The truth perhaps is that the stock 
market is as sick of the slothful ad¬ 


ministration and lackadaisical eco¬ 
nomic performance of the Gov¬ 
ernment as the rest of the country. 
The Kamaraj plan holds out the 
prospect of an improvement in that 
direction. It has been increasingly 
felt for a long while that economic 
growth is being stifled to no small 
extent hy inefficient and corrupt ad¬ 
ministration. Besides, the stock mar¬ 
ket’s major worry is still the threat 
of an attack hy China. 

The market which had been ex¬ 
tremely dull and barely steady most 
of the time turned firm and livelier 
at the week-end on Wednesday, with 
equity prices recording all-round 
fair gains. And it all happened be¬ 
cause of the Indonesian Foreign 
Minister’s statement that he had 
got an assurance that China would 
not launch another attack against 
India. Not only that, Dr Subandrio 
added that the Chinese had told him 
that if India attacked, China would 
take the question to the Colombo 
countries. It remains to be seen how 
much New Delhi is convinced by 
these assurances. Be that as it may. it 
hears repetition that the outlook for 
equities depends almost entirely on 
the developments on the border. If 
the market can be convinced that 
another Chinese assault is not on 
the cards, it could be confidently 
expected to shake off all its despon¬ 
dency without having to seek any 
support from the Life Insurance 
Corporation or other financial insti¬ 


tutions like the I F C and die 

ICICI. 

CoUon 

Eyes on Weather 

A LL , eyes arc on the weather which 
alone holds the key to the crop. 
Excessive rains in some of the cot¬ 
ton growing belts of Marathwada, 
Vidarbha and Madhya Pradesh and 
a few districts of the Punjab are 
said to have already caused damage 
to the early maturing crop. The ex¬ 
tent of the damage is not yet as¬ 
sessable because a great deal de¬ 
pends on what the weather is like 
in coming days and weeks. The da¬ 
mage is perhaps still small but it 
might well be large if the present 
wet spelt persists for some more 
time. It is this anxiety over the 
continuing wet spell which pushed 
the March contract from 705 to Rs 
714.50 and the rate slipped to 708.50 
(Wednesday’s kerb dealings) in a 
day on reports of a welcome change 
in the weather. The turnover in fu¬ 
tures continues to be on the rather 
low side. Bulls are reluctant to be 
aggressive in face of the fairly large, 
carryover and prospects of a larger 
crop on account of the increase in 
the area sown and bears arc reserv¬ 
ed because of the anxiety over the 
prolonged wet spell in most of the 
cotton growing areas. The view is 
widely shared that another good 
harvest could bring about a sub¬ 
stantial decline in prices from the 
current levels. Of course, good 
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. .?: :i ’: n*rwe«t depends ' entirely on the. 
^^Wthrfftctery progress of the un- 
^JpjWdfctgble weather, . ’ \ 

Activity in the spot cotton market 
vv: continues to be extremely restricted 
«nd . the geheral tendency is subdu- 
4 , «d t There, has been sizable decline 
t» the prices of new crop CO, over 
^ * the past few days. Only Bengal 
Desbi has been displaying marked 
‘ strength because of the very small 
carryover and steady, though limit¬ 
ed, demand from shippers. The .ex- 
rt performance during 196^-63 
aa been , good and it could have 
still bettered if the, authorities 
had. reallocated the quotas un¬ 
utilised by the cooperatives well 
in time,. Unfortunately, despite 
persistent demand from shippers, 
the unutilised quotas were realloca- 
- ted very late in the season when 
the Japanese buyers had ceased to 
evfnce interest in the Indian Deshi. 
Export quotas issued during 1962- 
' 63 totalled 3 lakh bales comprising 
2.75 lakh bales of Bengal Deshi ami 
25,000 bales of cotton stapling 3j4 
inch and below. Out of this, quotas 
’ for about 25,000(30,000 are Said to 
have remained unutilised. 

' . Export Quota 

; The Government’s decision allow- 
ihg two lakh bales of Bengal Deshi 
for export in the new season is time¬ 
ly and welcome. It is not that the 
Immediate outlook for putting 
through business is very promising 
< but me announcement removes un¬ 
certainty about Indian supplies and 
, makes it possible for the overseas 
buyers to plan their purchases. The 
.■ itew crop will start moving into the 
market after a fortnight or so and 
■ it might not be long before shipp- 
'era are able to negotiate business. 

. * Latest reports, from Japan, Indio’s 
main customer, suggest that the buy- 
jfeV* «ra there are inclined to mark time 
' and the prices quoted by them are 
considerably lower than those asked 
&->;■ by Indian shippers. The difference 
JIm ’ h # s muc ^ a ® 0.80 to' Id a lb. Whi l«? 

;the Immediate outlook might not ap- 
©SW'y'ipftkr' ve >7 promising, there is little 
©|^'":,doubt db*t .India will have little 
“4 difficulty in selling 2 lakh bales of 
within a few months. Th" 
fe;f export quota, of course, is valid up 
fc.y to Slat August 1964. The author!- 
|| ties have ’ done well in fixing the 
.stupe of. the, cooperative societies at 
10j000' hales only, The past perfor- 
‘aatMte 'does not hflfld out the hope 
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make any 
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Oilseeds ( . 

Prices Drift' Lower 

AFTER a 'brief spell of further 
strength early in the Week the 
oilseeds market turned hesitant and 
later developed a sagging tendency. 
Closing prices on Wednesday were 
generally around, the, week's Ihwest 
and they showed .■moderate 1 '' losses 
oyer the previous, week-erid levels. 
Early improvement reflected mainly 
the strength in ready groundnuts, 
while the --easier tendency later in 
the week was due to favourable wea¬ 
ther reports from the, groundnut 
producing areas and fears of large 
tenders in the maturing castor and 
linseed contracts. Groundnut Janu¬ 
ary which had been bid up to < Rs 
222.25 — a new high for the con¬ 
tract —- moved down to Rs 218.25 
by the week-end. Castor Septetn* 
her fluctuated rather erratically bet¬ 
ween Rs 155.50 and 159.50 and 
wound up the week at Rs 156; the 
■distant March contract Was neglect¬ 
ed 1 around 163.50. Linseed Septem¬ 
ber declined from Rs 37.69 to Rs 
3644- and the new crop March con¬ 
tract which had always been quoted 
at a small discount fetched a mo¬ 
dest premium at the week-end due 


to the bigger *setbaA»iir , ,tfcfr agatoi 
ing conraact as a ceoolt. of ,-bii 
liquidatSOn. ’Activity art cottonae* 
futures, continued to be extreme! 

restricted*.-/ -n■. ,, • 

As against fairly’.satiabetpry ^ 
lake in ready groundnut gnd groibi 
nut oil, offerings continue to be re 
tricted' with' the jre#iff{ that the jjjlS 

market''remadhs v firm.‘‘ '.The late 

quotations, : 1 hOweVCr, are slight! 
below th$ week's best levels. Thou 
the weather has £0 far been qui 
favourable fpr groundnut, some ai 
xiety haf ■been expressed about 
possible delay ih the crop movemei 
if the wet spel}, persists for anothi 
week or so. It is quite likely ■ th. 
if the weather clears up quick! 
market’s attention might tUrn fro 
the present'(shortage of spot mat 
rial to ‘ prospective supplies. TI 
market has still to have its norm, 
seasonal decline which general 
starts a few weeks before the begii 
rring. of the, new crop movement aii 
lasts until the crop' movement ge 
into proper swing. Since it is tc 
early to form any .idea of the ne 
crop it is difficult to say how . U 
the seasonal decline might go one 
it gets underway. But considerin 
the export prospect for groundhi 
oil and. . groundnut extraction 
groundnut prices might not recoi 
any serious decline. 


Our Recent Publication 

National Income of India 

(1950-51 — 1960-61> 

Growth and Distribution 

Facto and Problem*. 

' Comprehensive and objective study on National Income in its practi¬ 
cal aspects, in the background of the basic characteristics of the Indian 
economy and the emerging process of growth,. 

Contents: 

PART I Economic Base of'National Income. ; 1 

PART II. Growth in National .Income.' 

PART III. Distribution of National Income. 

Containing 83 Banc T&Mes. , 

Pp vHi + 271 Price Ha. 15, 

. Apply to 

The Publications Division, 

IMC Economic Research A 
Training Foundation, . 

76, Veer Nariman Road, 

Bombay 1. , 
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'THE following are extracts inn 
the Speedyof - die Chairman, 
Shri R G Sarsiya, at th* Annual 
General Meeting.of the, Company 
held in Bombay on Thursday, 29th, 
August, 1963. ' ,••• ' 

. Gentlemen : * 

On behalf of my colleagues on 
the Board, and myself, I have great 
pleasure in extending yon all a cor¬ 
dial welcome to our Annual General 
Meeting. 

Statements of accounts, this year, 
have been presented somewhat. dif¬ 
ferently thin last year. This new 
mode of presentation has been ad¬ 
opted, ip consultation with bur 
Auditors, so as to give you a more 
compact and convenient view of 
the Company’s finances. The Direc¬ 
tors’ Report gives detailed account 
of the finances and activities of 
your Company during the last year. 
It is supplemented by a few charts 
and tables, giving an analysis of the 
Company’s progress. This, therefore, 
leaves little for me to add usefully 
by way of information or analysis. 

Expansion and Development — 
Policy and Record 

I should like to take this oppor¬ 
tunity of placing before you some 
thoughts of your Board and 
Management on the Company’s ex¬ 
pansion and development policy. I < 
trust this will help you to look at 
our programme of expansion and 
development in its right perspective. 
I have selected this theme of Com¬ 
pany’s expansion and development 
policy, as I know many a friend 
and associate has been asking with 
.some concern — Is NSE over-ex¬ 
panding ? This question may. also 
have been in your mind. This is an 
appropriate occasion to deal with 
this Question, as we have just com¬ 
pleted 4 years as a Public Limited 
Company, and will soon enter 25th 
year of continued existence as a 
manufacturing unit. It may be re¬ 
called that NSE was established. as 
a * proprietory concern in 1939 by 
yt>ur Managing Director, Mr I V 
Patel, with limited manufacturing 
facilities .in rented premises. 


' With the growth, in the nature 
and volume of operations, the cor¬ 
porate form of the Company Has 
also' undergone change, Oiir growth. 
» fully secured on a well-establish¬ 
ed foundation. During the 21 years 
proceeding NSE’s establishment as a 
Public Company, if has grown pheno¬ 
menally, thanks to .the vision and 
drive of its founder, Mr J V Patel,- 
While external opportunities have 
nurtured the Company’s early 
growth, it is in no small measure, 
due to the optimism, courage and 
risk-taking temperament of its 
founder. 

Measured in terms of accepted 
indices of increase in total block 
and assets, gross or net, our annual 
growth rate over die past few years 
is generally around 20%. Consider¬ 
ing that part of this increase is on 
account of replacement or moderni¬ 
sation of machinery, this rate can¬ 
not certainly be considered as ex¬ 
travagant or excessive, especially 
when judged against corresponding 
rates in the engineering industry, or 
industry in general. 

Design for Development 

An organisation must move for¬ 
ward or slide backward — it cannot 
stand still. However, corporate 
growth cannot be a uniformly con¬ 
tinuous process — there must be 
pause and respite. While program¬ 
me of modernisation may perhaps 
be continuing, expansion and deve¬ 
lopment cannot be continuous over 
a long stretch of time. Your Direc¬ 
tors are fully aware of the need for 
consolidation to ensure successful 
implementation of our expansion 
and development programme. We 
have been continually asking our¬ 
selves the questions — Are we ex¬ 
panding too rapidly ?- Is our growth 
healthy and balanced ? Are we 
developing in the right direction ? 
Is our programme well within our 
present and foreseeable capacities? 
Are the returns timely and ade¬ 
quate ? These and other questions 
have to be asked and answered, as 
growth : should not ie. allowed to 
degenerate into a magic catchword 
or incantation. Without any sophis- 
, tication, but With a degree of dis¬ 


crimination^* your Board has. 
to base the company’s expansion 
and development Programme on 
some definite pattern of growth. 
While we have not worked out any ; ; 
mathematical models of growth, I 
can claim that we are following a e 
broad design for development. The 
main features in this design' ate * 
(a) rate of growth, fb) timing and, 
phasing, ($) quality and direction, 

(d) costs and returns, (e) prepar4- J 
tiqn, and (f) review. Apart from' 
internal factors, which are largely 
within > ©ur own control, we have 
also to take into account the op¬ 
portunities and limitations, presen¬ 
ted by external forces. Some Of 
the important external factors are' ". 
Government policy and regulations, 
trade union practices, worker atti- ; 
tudes, bottlenecks in the economy, 
shifting markets, foreign exchange 
shortage, money market tightness, 
etc. It would be useful to -illus¬ 
trate the working of aome of these 
important elements, as they affect 
the course of our current expansion 
and development programme, 

Unlike chemical and other conti-, 
nuous-process industries, nature of 
manufacturing operations in our < 
industry permits a Structural Work¬ 
shop of Foundry to be commission¬ 
ed partially, without waiting for , 
the installation of complete plant 
and machinery. Your Management 
has sought to use this advantages 
with a view to reducing the usual 
long, lean waiting period, before 
returns start to come in. Sequence 
of our development programme, 
starting, with the establishment of 
Structural Workshop, proceeding to 
Foundry and ending with Machine 
Shop, is also based on consideration 
of overall economy and returns-' 

It may be added here that full re¬ 
alisation of economy and returns, 
arising out of timely implementa¬ 
tion, depends very much on exter¬ 
na! factors — availability of con¬ 
struction material such aa steel .and , 
cement; receipt of Government ap¬ 
provals and import licences in 
time : uncertainty of acquisition 
proceedings, etc. We have had of 
late our share of difficulties on this . 
account, which have, to some ex- 
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Our E.R.W. Tubes, ? . . manufactured from high quality 
cold rolled steel strip lend strength to delicate steel furniture. 
The fine surface finish, dimensional accuracy, lightness 
and strength of these tubes, make steel furniture 
strong, light, functional and attractive. 
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tent, delayed the UBplemuttatian of 
oar current pha^e of, dcvefoyoaent 
programme according to idwiluth, 
thereby ektT increasing Its cost.'. 

Craop of Comptmie* — l«i| tetru 
Coel a "'a^A . ■■•, 

We should like to-'wrifit, 'bfif &e 
long run, Awards ; .rpiwipe/ti( 
development winder 
will emerge mainly. *s 
ing company with a nuelrina oJbaatO 
facilities for casting, structural and 
fabrication work, ma<d^ua^< arid, 
sheet metal work, underhung pro* 
duction of only a feuPWpWt com* 
plete items. These basic facilities 
will be adequately., supported by 
suitable technical and .,’bhuristra- 
five services such as central tool¬ 
room, research and drvlfcjpment, 
etc. This nucleus wUJjn-be connect¬ 
ed with a number * separate In* 
dependent units, specialising in the 
design, testing, production, sale and 
servicing of a variety of complete 
machine tools or industrial equip¬ 
ment. According to the currenl 
climate of political thinking in the 
country, such a scheme of diversi¬ 
fication and growth, visualizing a 
group of companies, may not be 
welcome, and run into difficulties 
raised by Indian Company Law and 
taxation measures. Nonetheless, f 
think the general functional ap¬ 
proach underlying the establish¬ 
ment of a group of companies is 
sound, and is in line with practice 
in advanced economies. 

It is in the context of this out¬ 
look that we have been selective in 
our approach while considering 
and approving collaboration propo¬ 
sals. We have been receiving a 
number of enquiries for both tech¬ 
nical and financial collaboration, 
thanks to the general economic up¬ 
surge in the country and also, if 
I may add without immodesty, 
thanks to the prestige enjoyed by 
your Management. Only those pro¬ 
posals are selected, which fit into 
the framework of the Company’s 
manufacturing facilities and our 
over-all scheme of development. 

Financial Planning 

We also realise that growth must 
be both economic and efficient. It 
has been the constant endeavour of 
your Management to reduce the 
costs of construction and, for this 
purpose, most of the civil, structu¬ 
ral and general site-development 
work is ndw undertaken depart* 


r. .v . K : • , 

■ ... 

nMsaally. Any sound scheme of 
development should take proper ac¬ 
count of tile .available resources, 
both fiaaterial arid human. I must 
confess that while we have done 
our very best to plan and prepare 
for both money and men, it is pos¬ 
sible that our efforts may not suc¬ 
ceed to an extent required by the 
tasks in hand, through no fault of 
our own. If I have struck here a 
Somewhat diffident note, this is due- 



NIDC for their financial assistance 
in connection with our machine tool 
programme. '■ 

ImUbrator Limited 

Reference has been made in your 
Directors’ Report to the establish¬ 
ment of a new. company for manu¬ 
facture of Shot Blasting Equipment 
in financial participation with M/a 
Wheefabrator Corporation USA, 
and M/s Til gh man's Limited, 


to the present investment clii*mte> U K. Your approval for this pro- 

a _ __ i.i I*.* a _ * 1 _' _ .__» . • ,» rt *, 


ject is being sought in the Extra¬ 
ordinary General Meeting to be 
►held soon after this Meeting. Out 
pi total issued capital of Rs 
12,50,000/- shares of the value of 


and money market conditions. As 
already indicated in your Direct 
tkrs' Report, it is likely to disturb 
die' tempo of our next phase 
development. The current ebb in 
economic activity, if continued, may 3,06,250/- will be issued to each 
also affect the markets and salesthe. Overseas companies. The 
for ouf newly established projects, proposed investment on the part of 
1 trust this will be a passing phe- your Company is Rs 3,25,000/- 
nomenon, which will not really which is 26% of the issued capital, 
mar the projected growth of our leaving Rs 3,12,500/- for offer to 
Company. This situation underlines^ the general public, Both Wheela- 
the important fact that the ulti-^rbrator and Tilghmans will be issued 
mate success of any scheme of cor-' ‘free’ shares of Rs 50,000/- each 
porate development rests on general for supply of technical ‘know-how’ 


economic growth. 

Your Management has tried to 
anticipate financial requirements, 
as far ahead as possible, and to 
explore all available sources for 
funds. While seeking financial as¬ 
sistance, we have not neglected to 
maintain proper debt-equity ratio 
by raising further capital. May I 
express here your Board’s apprecia¬ 
tion of your response to our recent 
rights issue, even in unsettled 
money market conditions. I take 
this as an encouraging sign of your 
confidence in the Management of 
the Company. In this connection. 
I should like to express our grate¬ 
ful thanks to both ICICI and Dens 
Bank for their financial help. The 
smooth and even course of our 
development programme so far, is 
in no small measure due to their 
timely assistance. At the beginn¬ 
ing of our present development 
programme, ICICI invested in our 
Preference Shares, apart 
underwriting the issue of Equity 
Shares. They have now given us 
further loan asaistance. Dena Bank 
have not only increased our Over¬ 
draft limits from year to year, but 
also made available to us other 
facilities, such as discounting of 
bilk, even in tight money market 
conditions. We look forward to their 
continued co-operation in the years 

ahead. Thanks are also due to 


out of their total shareholding, 
mentioned above. Plant and mar 
chinery of the approximate value of 
Rs 2,33,884/. is proposed Ho be 
imported from England, against 
which Tilghmans will be issued 
shares of equivalent value. Balance 
of Tilghmans and Wheelabrator 
contribution will be made in cash 
in Pounds, Sterling, or Dollars, as 
the case may be. The demand for 
Shot Blasting Equipment is already 
high and is expected to increase 
with the development of metal¬ 
using industries in the country. We 
will be the first Company to manu¬ 
facture this item in India. Our 
partners and collaborators are well- 
known throughout the world for 
their high standards of quality. I 
am glad to announce here that our 
proppsed name for the company, 
ie, iNDABRATOR LIMITED, has 
ijow been approved. The scheme 
has been cleared from the capacity 
from / angle and terms of collaboration 
have also been approved. The new 
company expects to go into produc-r 
tion early in 3964. 

. Your Directors’ Report has also 
referred to streamlining of produc¬ 
tion facilities in self-contained 
Departments at Goregaon. This is 
only an evidence of the functional 
approach in our strategy for deve¬ 
lopment, to which I have referred 
earlier. As stated above, there are 


mi 



.vV^ main Obstacle* in the realist* 
j"'-tSoA of this objective, firstly, such 


.•'t.i’-ewsporete growth with divereifica- 


has to reckon with the burden 
’p| double taxation on inler-cam- 
profits. Secondly, it has also 
, to grapple with the administrative 
and legal complications, arising 
; of Company Law provisions on 

litter-corporate investments and 
dealings. The present policy of the 
Government in this connection 
. needs tio be revised in the interest 
of stimulating capital formation. 

' Its rigid application also militates 
against basic principles of speciali¬ 
sation, efficiency and inter-depen- 
dance. A group of companies, ser¬ 
ving and supporting each other, 
helps to blend the better elements 
Of centralisation and delegation. I 
trust Government’s earlier decision 
to reduce the burden of inter-com¬ 
pany taxation will soon be carried 
still further leading to substantial 
relief, it not its complete abolition. 

Management Training 

We have instituted various train¬ 
ing 'schemes for skilled workers, 
Engineers and other personnel, 
necessary for the proper working 
of our new facilities. Training is 
a slow and difficult process. Your 
Management is fully , aware of the 
gaps in our training programmes, 
especially in the areas of quality 
, control, sales and general adminis¬ 
tration. More than physical facili¬ 
ties, growth is accounted by spirit 
of innovation, timely decisions, 
alertness and flexibility in face of 
opportunities and obstacles, im¬ 
provement of methods, etc, all of 
which are conveniently described as 
, better management. Training foi 
this purpose is as arduous as it is 
important. 

In his “Theory of Economic 
Development”, J A Schumpeter 
Stated that “growth does not spring 
primarily from capital investment. 
Although the slow and continuous 
increase of national supply of pro- 
ductive means and savings is obvi¬ 
ously important, development spr- 
i;, ings overwhelmingly from employ- 
> ing existing resources in a new way 
irrespective of whether or not those 
"! resources increased”. He estimated 
V: tfiat 13% of the growth in U.S.A." 

' * was due to economic resources but 
% was due to changes in techno- 
idal reforms and social improve- 
This analysis is supported 



.. bjy the. studf «oh» factories in 
Calcutta recently - conducted by . 
Morris Solomon, He reports that 
while, on the one fund, there is a 
chronic shortage of capital invest¬ 
ment, on the other, machines and 
equipment available in the" facto¬ 
ries are not being fully or properly 
utilised. This situation calls for 
management training of the highest 
order. It also calls for streamlining 
of administrative procedures, which 
will help to reduce delay and speed 
up development. The framework of 
detailed controls, calling for numer¬ 
ous and frequent references to Gov¬ 
ernment in almost all matters of 
corporate growth, needs to be re¬ 
viewed on a policy basis. What is 
required is indicative and not im¬ 
perative planning, as stated by a 
shrewd French observer of oUr 
economic scene. While the neces¬ 
sity of controls in a planned econo¬ 
my is admitted, their multiplicity 
and faulty operation tend to retard 
the rate of growth. Change is also 


requirorf' ia not duly Goverrooebt!* 
labour policies, bur ster cuntwM 
trad# union practice* and 'wo(ter 
attitudes, which impede labour pro- 
ductivity . and increase manufactur¬ 
ing costs. However, assuming < fa¬ 
vourable v market*, availability vf 
physical facilities and raw mate¬ 
rials, the main problem is to ex¬ 
tract the utmost out of the given 
investment, with due consideration 
for maintenance and morale. Phy¬ 
sical facilities should be matched 
by technical propessjlnd manage¬ 
rial abilities,. lt is this approach to 
efficient and economic realisation of 
growth, which we should now like 
to see increasingly applied in our 
Company, 

I am sure you would like to join 
me in thanking our staff and work¬ 
ers for their!''sustained efforts an( j 
good performance. 

Note : This does not purport to 
be the proceedings of the Annual 
General Meeting of the Company. 


Business Notes 


Mukand Iron and Steel 


THE operationing results of Mu¬ 
kand Iron and Steel Works 
during the year ended March 31, 
1963, show that both production 
and sales have recorded satisfactorv 
improvement, though the net profit 
has not moved up as a consequence. 
The Kurla steel foundry produced 
7,624 tons in 1962-63 as compared 
with 6,280 tons in 1961-62. Produc¬ 
tion in the current year is expected 
to reach 9,000 tons. The wire rod 
project, Kalwe, is making progress 
and is expected to go into produc¬ 
tion in 1965-66. Sales of rolled 
products increased by 47 pdt- cent 
and of steel castings by 25 per 
cent. Sales realisation and other 
income have gone up by 37 per 
cent from Rs 4.76 crores to Rs 6.51 
crores. Gross profit after providing 
depreciation is higher at Rs 51.7. r > 
laklis compared with Rs 49.92 lakhs 
in the previous year. Taxation is 
provided for at Rs 29.75 
lakhs (Rs 25 lakhs). The pro¬ 
fit after making the various 
provisions has declined from Rs 
23.42 Igkhfi to Rs 21.74 lakhs. Add¬ 
ing to this, ‘excess provision in 
previous years’ amounting to Rs 
1.47 lakhs, ‘provision for. gratuity 
transferred’ of Rs 8 lakh* and 'tax 


refunds’ of Rs 3.34 lakhs, the total 
tomes to Rs 34.55 lakhs, of which 
the Directors have allocated Ra 
15.30 lakhs to general reserve, Rs 
4.25 lakhs to development rebate 
reserve and Rs 15 lakhs to dividend 
reserve. Out of the dividend reserve 
the Directors have recommended 
the payment of Rs 1.20 per old 
ordinary share, Rs 0.60 per new 
ordinary share and Rs 29.94 per 
deferred share, in all aggregating 
to Rs 14.01 lakhs. 

The Directors state in their re¬ 
port that though billet supplies im¬ 
proved during the year to 60,841 
tonnes as against 42,580 tonnes in 
the previous year, they were only 
three-fourths of the company’s en¬ 
titlement. There was a shortage of 
scraps since their decontrol in 
August 1962 and their prices spurt¬ 
ed from Rs 52 to Rs 65 per lonne. 
Electricity rate* were raised from 
May 1,1963. There was also an 
increase in excise duty to the exfent 
of Rs 15 lakhs during the year- All 
these ./fctpra, together with higher 
rail frugbt etc, tended to, push tip 
the cost of production. 

The Company’s subsidiary, the 
Batala Engineering Company, has 
ipade good progress, m the monu« 
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", fbeture df idjaohW tools' arid' -has- 
.-..ttifardtJ 1 into' three /technical obHa- 
‘ : borstkxv. agreements- jfor expansion 
'. of production. 

' , l Tlw Ch^irman. Sbri Kamaliiayan 
Ids Btatrinlmt (jccornpany.- 1 
ing tl»'Directors’ Report has urged 
Co^rnmeiit riot to ' <f«iontrql billet 
prieeis" urttii tkAeqaete Supplies, are 
ensured. Billets are the principal 
raw material for the re-rolling 
. industry., Shri' Bajaj cbpipjaips mat 
<6* inarii producers are using larger 
quantities . of billets '‘ themselves 

■ZJ-ii_. - *■ „ - r • ' *Pl '.■_' 'hi 


■■ •17* ‘ ■*-. ? k. * . ■ 1 

• '>. •■■>;;■*!/. v-r-i, ■: .>■ ■: i.'/y , 

•> 1 l -1* * <• 1 „ ■' ‘l • A - j 1 >. » 

. * »• -V . * '.**?•* «. * 



without giving a fair. 


to the. 


re-rollers. HI; suggests that in plan¬ 
ning the Bokaro steel plant, a cer- 
. tain portion of the. billet output 
should be resented for the re-rollers. 
Shri Bajaj . again, draws- the atten¬ 
tion of Government to the discrimi¬ 
nation that exists between the main 
producers and the re-rollers in the 
matter of conversion charges, rail 
freight etc, and pleads for its re¬ 
moval. He also suggests the pay¬ 
ment of cash export subsidy to re- 
rollers aS given ' to the main pro¬ 
ducers as an incentive. 

Regarding the conversion of de¬ 
ferred shares, the Chairman states 
that one major obstacle is the tax 
liability on the deferred share¬ 
holders. The revenue,. Board has 
held that the national gains arising 
on conversion will be subject to tax 
but has not agreed with the sugges¬ 
tion that the profits arising out of 
sale!, of ordinary shares acquired 
in lieu of deferred shares should be 
treated as capital gains. The defer¬ 
red share of the paid-up value of 


Rs TO was last "quoted on -February 
27; 1463 Kri Mb. •--■ - 

Bajaj IStoetxfcato 

pAJAJ EL£CTRICALS have im- 

. preasive resujts. to show for rile 
year ended March 31, 1963, .Sates 
turnover and profits have improved 
substantially during the year. Sales 
of .various products went up from 
Rs 2.84 crores to Rs 3.58 croree, by 
'2dtper, dent' Profits before provi¬ 
sions amounted to Rs 24.87 laldts 
being 69 per cent higher than the 
previous ysarY figure of Rs 14.73 
lakhs. Taxation provision is raised 
from Rs 6.25 lakhs to Rs 14 lakhs. 
Profit after provisions came to Rs 
10.51 lakhs compared with Rs 8.58 
lakhsdn the previous year. The net 
profit margin remains mote dr less 
unchanged at about 3 per cent. 
Allocations include development re¬ 
bate reserve Rs 13,000 (R* 25,000) 
and general reserve Rs 4.05 • lakhs 
(Rs 2.32 lakhs). A sum of Rs 6 
lakhs is transferred to dividend re¬ 
serve from which the Directors have 
recommended a preference divi¬ 
dend of Rs 47,983 at Rs 6.50 per 
share, ordinary dividend of Rs 4.75 
lakhs at 10 per share and deferred 
dividend of Rs 73,777 at Rs 4.27 
per share. The dividends aggregate 
Rs 5.97 lakhs as against Rs 4.15 
lakhs in. the previous year. 

The Directors . state that the de¬ 
mand for transformers has. improved. 
Hind Lamps in which the Company 
has 50 per cent interest has not been 
granted foreign exchange (o expand 
its production. The Tariff Commis- 


eeri’x -Report ori ■the cost and fair ’ 
selling prices of electrical' tamp* 'i, 
and fluorescent tubes' is awaited. The 
Company has plans to construct an 

instrument factory at Poona. , v 

4 * f( ; ‘ . . , , , 

Shri-" Kamahiayim Bajaj, < ■ Chain '0 
man of the Company, points •,„’qut-f¥; 
that until .the present output of lamp* 
and tubes may he sufficient to amt* 
the immediate needs, with indiisiria-'';^ 
jisation and electrification /thy' "$&• ' 
mand will increase and unless the 
rate of growth of the past 21 or 3 - 4 
years is maintained, there might bo j 
a shortage after, some time. ^Stri 's 
Bajaj therefore, suggests an immo- 
diate expansion of the manufacturing *4 
capacity for lamps and component^ j 
and particularly the latter. In view 
of the shortage of foreign exchange, : 
the lamp factories should be wow- 4. 
ed on a double shift basts although | 
it. might mean earlier rehabilitation , | 
of machinery. In his opinion, Rm 
manufacture of fluorescent ’ tubaa,; ^! 
should be left to large-scale tnanu- 
facturers only, As it would not be ;| 
possible or economic for the atnali-> 
scale industries to produce both 
fluorescent tubes and glass tubing i 
together.. 

Mettur Chemicals , t : j| 

jyjETTUR Chemical and Indus-' 
trial Corporation doubled ita'V'Jj; 
rated capacity for caustic rodgi'f 

from 20 tons fo 40 tops per day V; 
during the year, ended March 51, ^ 

1963 and production reached au 
all-time high of 10,380 tons. Plans: 
to expand the capacity further 
from 40 tons to 100 tons per day 






I* 1 '- 


. 'tint underway with the unction of 
..Vfowign exchange loan of R» 97,30 
JMUta and a rupee loan of Rs 42.70 
’ lakhs by the Industrial Finance 
:j '-j Coi|M>nition of India. Production of 
« bleaching powder and other chemi- 
$•. <ali Was well maintained. Sales of 
If caustic soda and liquid chlorine 
I were brisk throughout the year. The 
Company was able to move liquid 
& chlorine in bulk in tank wagon 
lots for the first time in India. Pro- 
v duction and sales of vegetable oils 
Mid soaps were very satisfactory 
and impressive during the year and 
' higher than in 1961-62. Proposals 
f r the import of plant and machi¬ 
nery for the manufacture of orga¬ 
nic chemicals are under discussion. 

The Company intends to issue 
further capital of Rs 60 lakhs in 
equity shares and Rs 30 lakhs in 
preference shares. 

To meet the requirements of salt, 
the Company will establish a new 
aalt factory at Vedaranyam for 
which the State Government has 
made available to the Company 
about 3,500 acres of land. It is 
1 proposed to produce 2-lakh tons of 
salt every year and also to recover 
valuable chemicals occurring along 
with salt as by-products. 

The year’s working after provid¬ 
ing depreciation has yielded a pro¬ 
fit of Rs 29.82 lakhs compared 
With Rs 19.71 lakhs, showing a 
rise of about 51 per cent. Sales 
were up by nearly 33 per cent from 
Rs 1.50 crores to Rs 2.01 crores. 
The profit margin increased from 
13.1 per cent to 14.8 per cent. From 
the profits of the year, main allo¬ 
cations were : development rebate 
reserve Rs 2.50 lakhs (Rs 10 
lakhs); taxation provision Rs 7.50 
lakhs (Rs 2.85 lakhs); general re¬ 
serve Rs 1.60 lakhs (nil). The 
Company is not liable to pay SPT 
because of the recent expansion of 
its capital base. Preference dividend 
gets Rs 1.56 lakhs.. The equity divi- 
, dend is maintained at 12 J per cent 
absorbing Rs 8.73 lakhs. The net 
( warnings after taxes per ordinary 
r share amounts to Rs 1.48 which 
^jfipqvei* the ordinary dividend 1.2 
times roughly. At the current mar- 
: ket : %ate of about Rs 13, the yield * 
; works out to 9.6 per cent taxable. 

India Cements 

ifjRfolA Cement’s output of clinker 
and cement was below the rated 
w'^pWeky in the year ended March 


31, 1963. This is due to stoppage 
of one of the kilns for some time 
to effect major repairs. Production 
during the current year is, how¬ 
ever, reported to be satisfactory. 

Cement sales during the year 
showed a small rise of Rs 5 lakhs 
at Rs 3.95 crores, but the net pro¬ 
fit declined from Rs 51.29 lakha to 
Rs 48.83 lakhs. The Directors have 
transferred Rs 10 lakhs from Gene¬ 
ral Reserve to supplement the net 
profit and other incomes in order 
to make allocations which include: 
transfer to rehabilitation, research, 
modernisation and development re¬ 
bate reserve, net, Rs 3.53 lakhs and 
provision for taxes Rs 24 lakhs 
(Rs 23.50 lakhs). Preference divi¬ 
dend at 6.66 per cent absorbs Rs 
2.22 lakhs. Ordinary dividend is 
reduced from 12 per cent to 9 per 
cent on the increased capital and 
absorbs Rs 26.75 lakhs (Rs 26.93 
lakhs). 

The Directors complain that the 
increase in the retention price for 
cement of Rs 2.75 effective from 
June 1, 1963 does not fully cover 
the actual increase in costs since 
November 1961 when the Govern¬ 
ment last fixed the retention prices. 
The coal subsidy scheme applicable 
to those units receiving coal by the. 
sea-cum-rail route has not worked 
satisfactorily as the rate of subsidy 
fixed is far below the actual ex¬ 
penses incurred. 

The erection of a new plant at 
Sankerdrug, which will raise the 
rated capacity to 7-lakh tons is 
nearing completion and production 
will commence by September end. 
The Andhra scheme for a 2-lakh 
ton unit is proposed to be taken up 

in 1965. 

Engel India Machines & Tool# 

IT is the plastics industry that will 

benefit from the formation of the 
Engel India Machines & Tools 
Limited Calcutta, with financial and 
technical collaboration of Messrs 
Ludwig Engel K G of Austria for 
the manufacture of 300 machines of 
different capacities arid 200 moulds 
every year. Announcing this to 
pressmen and members of the Plas¬ 
tics industry this week, Shri Rana- 
deb Chaudhuri, Chairman of the 
company, said that the construction 
of the factory is going according to 
schedule and is expected to go into 
production by about the middle of 
next year. 




The authorised capital ei tba 
company is Rs 1 crore out of which. 
Rs 20 iakhs ace taken over by the 
Collaborators and Directors. The 
remaining proposed paid-up capital 
of Rs 30 lakhs is fully underwritten 
as follows: Rs 2} lakha by LIC 
(also subscribed), Re 5 lakhs each 
by 1FC and West Bengal Financial 
Corporation and - the remaining 
amount by various banking and in¬ 
surance companies. Hie IFC also 
sanctioned a loan of Rs 25 iakhs 
to the company. Shri Chaudhuri 
said that aw the members of the 
plastics industry were anxious to 
participate in the equity, the .com¬ 
pany would request permission from 
the Government for making firm 
allotment to them, out of the pro¬ 
posed Rs 27| lakhs of public sub¬ 
scription which would be made to¬ 
wards the end of the year. 

Union Carbide India Limited 
has been appointed as the sole sell¬ 
ing agents, throughout the country 
for the company's machinery. An 
agreement was signed with the col¬ 
laborators reserving certain terri¬ 
tories for export of machines by the 
Indian company and would thus 
help to earn foreign exchange. 

Money Market 

Thursday morning, 

r J'HE inter-bank call money rate 
slumped further during the 
course of the week to 1 per cent, 
the rate which prevailed a month 
ago. The intervention of holiday* 
to an extent accounted for paucity 
of business and absence of demand 
from usual quarters. But the major 
factors underlying the easier trend 
are the sizable contraction in bank 
credit and steady growth of bank 
deposits. During the week ended 
August 16, bank credit declined by 
Rs 6.32 crores while bank deposits 
rose by Rs 17.76 crores. In Cal¬ 
cutta too call money earns hardly 
1 per cent. 

With a larger inflow of funds, 
scheduled banks reduced their 
borrowings from the Reserve Bank 
by Rs 2.79 crores during the week. 
Although their balances with the 
Reserve Bank fell by Rs 2.86 crores, 
they augmented their cash balan¬ 
ces by res- 7.S7 crores, increased 
their call and short-notice advance* 
by Rs 3.93 crores and, above alt, 
swelled their investments in Gov- 



■pU 

''Jp! g,, 


If •. 




jSSft . 




foment weurities bf Rs W.35 
Cfore*. ;„- ■• ... ... :■■; 

aJirent «Uin«B is »ot sur- 
prising at the bottom of die slack 
season. Compared to die position a 
month ago, the banks are no* rela¬ 
tively Comfortable in that their 
total advances and purchases of bilie 
are lower bys.Rs 19.42 crores, their 
deposits are ^almost maintained, 
their borrowings from Reserve Bank 
are negligible, and their invest- 
mtents have gone up by Rs • 33.40 
crores, although on the urtbcr side, 
their cash and balances have de¬ 
clined by Rs 17.31 crores and their 
borrowings have increased by Rs 
5.56 crores. 

The increase in resources of the 
banks has not, howeven,. found re¬ 
flection in the Treasury Bills tend¬ 
ers opened on August -27, The 
amount offered 4>as only Rs 2 
crores against Rs 2 crores asked for. 
But intermediates sold from August 
21 to 24 were considerably higher 
at Rs 7.19 crores as against the 
last sale of Rs 1.43 crores only. It 
appears that the excess funds of 
banks and other institutions have 


bean socking refuge in 4h*f gStedg* 
ed market —■ resulting in the con¬ 
sistently rising trend therein — for 
the obvious reasons of encashabiUty 
at any time and relatively higher 
yield. It is but natural that banks 
should show a preference for liqui¬ 
dity in investing their surplus funds 
so as to be able to avail themselves 
of more remunerative uses as and 
when opportunity arises. The de¬ 
mand for giltedged will, (therefore, 
continue,,as long as call loans dp 
not fetch attractive returns, which 
in turn will keep the call loan 
rates easy. 

The Reserve Bank’s statement for 
the week ended August 23 shows 
that notes in circulation have fur¬ 
ther contracted during the week by. 
Rs 27.69 crores (Rs 10.50 crores 
during the previous week) of which 
Rs 15.16 crores are absorbed by the 
Banking Department and the re¬ 
maining Rs 12.53 crores have gone 
back to the Issue Department. Rupee 
securities in the Issue Department 
are lower to the extent of Rs 14.20 
crores. This week once again the 
Bank’s investments are down by Rs 


31,10 crores and Treasury Bill bold-, 
ings have also declined by Ra 12,73 
crores accounting for an aggregate 
fall of Rs 58.03 crores in the bold¬ 
ing* of securities and Treasury Bills. 
Central and State Governments’ 
borrowings have increased by R* 
4.85 crores, hut this is made up by 
the rise in their deposits of Rs 6.32 
crores. Scheduled banks have opt 
increased their borrowings beyond * 
negligible amount of Rs 5 lakhs* 
but, on the other hand, .they have 
added to their deposits by Rs 12.98 
crores. The major cause for, the 
depletion of the Bank’s security* , 
thus seems to he the withdrawal of 
deposits bv “Others” to the tune of 
Rs 42.09 crores. Although foreign 
securities are down by Rs 80 lakhs, 
balances held abroad are higher by 
Rs 4.07 crores causing a pet in¬ 
crease in foreign assets of Rs 3.27 
crores. 

Government securities continued 
buoyant during the week and prices 
of several loans were marked up. 
The 3 per cent Conversion Loan 
improved to Rs 61.50. This firm 
tendency is likely to persist. 


Foreign Exchange 

Syndicate Bank with its network of more than 
186 Branches is ready to look after your Foreign 
Exchange Business requirements, such as 

r> Negotiation and Collection of Bills and Cheques 
Issuing Letters of Credit 

☆ Remittance to Foreign Countries 

☆ Advice on Export & Import Business, Exchange Control etc. 

Leave your worries in our experienced hands! 

SYNDICATE BANK 

The Canara Industrial & Banking Syndicate, Limited ^ < 

Udipi, South Kanara. 
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CURRENT 

BANKING KETIUNS 


STATISTICS 


t iA' ! t, 


:' W 


"F',‘;k ' : 

■ 4«',;(|h*wrY* Bank 

iM' ' 

Aug 28 

Aug 16 

July 28 

Aug 24, 
>62 


; Note circulation 

2208.74 

2236.43 

2208.91 

2029.08 

4">; i 

Rupee coin 

121.83 

119.86 

120.08 

122.61 


7 Deposits 

(a) Central Govt 65.04 

57.36 

149.27 

59.07- 

Jr: > 

(b) Other Govts 

15.10 

16.55 

9.11 

11.92 

(c) Banks 

101.61 

88.63 

85.87 

108 J22 

i*;‘ ■ 

<d) Others 

160.25 

203.12 

209.63 

173.84 

b 6 

Foreign securities 89.46 

90.26 

, 95.26 

88.64 

Balance abroad 

8.35 

4.28 

5.56 

5.06 

,6 

Rupee securities 

1907,12 

1921.32 

1901,31 

1722.50 

f . 7 

Investments . 

223.31 

254.41 

331.56 

256.97 

;■ ' 6 

Loans and advances 
to Govts 45.03 

40.17 

56.33 

34.91 

9 

Other loans and 
advances 

156,14 

141.46 

129.70 

132.96 

Scheduled Banks 

Aug 16 

Aug 9 

July 19 

Aug 17, 
’62 

1 

Aggregate 
deposits (net) 

2179.81 

2162.05 

2180.07 

2054.03 


Demand (net) 

957.39 

940.84 

920.15 

797.39 

t 

Time (net) 

1222.42 

1221.21 

1259.92 

1258.67 

2 

Cash in hand 

59.06 

51.50 

52.06 

53.68 

. 3 

Balance with 
Reserve Bank 

84.57 

87.43 

103.32 

92.31 

4 

(2) +(3) as% 
of (1) 

0.59 

6.43 

7.13 

7.11 

5 

Borrowings from 
Reserve Bank 

0.32 

3.11 

0.47 

1.00 


(a) Against usance 
bills and/or pro¬ 
missory notes 

1.95 

0.09 

0.01 

h. 

(b) Others 

0.32 

1.16 

0.38 

0.99 

Advances 

1209.30 

1273.42 

1287.54 

1207.41 

/,, 7 

(a) State Bank . 

245.60 

248.43 

252.83 

250.27 

*y * 

(b) Others 

1023.70 

1024.99 

1034.71 

948.14 

■ 7 ■_ 

BMls discounted 
(a) Inland 

163.97 

163.48 

160.98 

129.64 

') \• 

(b) Foreign 

47.96 

50.66 

52.14 

47.44 

i!: 1 ' : ‘ 

<c) Total 

211.93 

214.14 

213.12 

177.08 

V * 

(1) State Bank 

16.27 

15.81 

16.46 

14.72 

fc-i. * , 

(11) Others 

195.86 

198.33 

196.66 

162.36 

(«) + (7) aa% 

"I'':',’ of (1) 

67.95 

68.80 

68.84 

67.42 

¥■ 9 

Investment In 

Govt Securities 

730,48 

716.13 

697.08 

86932 

<{$. ‘ 

(9) as % of (1) 

33.51 

33.12 

31.98 

32.58 


Bombay Money Bates 

(Per cent per annum) 


j*»; >• 
t'4h <' „ 

ijv Call mo ney 
•p from Banks 
, Deposits . 

^K'iSswn days 

;^^'SPhrse months 

; ,4S* ISODtlU 


Aug 16 

Aug 9 

July 19 


2.69 

2,79 

0.80 

1.80 

3.00 

3.00 

3.00 

330 

" 3.75 

3.75 

3.75 

3.75 


INBEX NUMBER OF WHOLESALE FBKJES 

v (Base : 1052-53 = 100) . 

MONTHLY AVERAGE . 

Group and Sub-group July 1953 June 1963 July 1962 
Food Article* 187.8 184.6 ISM 

Cereals 115.0 112 J. 107J2 

Pulses 109.7 108.5 105.5 

Fruits A Vegetables 141.2 139.3 148.0 

MUk A Ghee 131.0 -130.9 127A 

Edible Oils 151.6 150J0 155:2 

Fish, Eggs A Meat 148.2 147.1 144,7 

Sugar A Gur 193.8 187.9 152.1 

Others , 188.2 178.9 170 8 

Liquor and Tobacco 118.8 116.2 gs'js 

Tobacco 115.9 H8.3 94.0 

Fuel, Power, Light A 


Lubricants 

187.1 

187.1 

123.8 

Industrial Raw Materials 

188.5 

138.7 

138.8 

Fibres 

180.1 

133,6 

130.2 

Oilseeds 

156.7 

152.6 

156.3 

Minerals 

93.4 

93.4 

93.4 

Others 

125.2 

125-2 

125.3 

Manufactures 

180.5 

130.5 

129.3 

Intermediate Products 

140.2 

, 139.0 

142.6 

Finished Products 

129.0 

* 129.1 

127.2 

Textiles 

126.4 

127.2 

126.5 

Cotton 

135.2 

135.3 

129.4 

Jute 

97.9 

101.3 

116.5 

Woollen 

150.9 

142.7 

141.3 

Silk A Rayon 

130.3 

136.9 

129.7 

Metal Products 

163.0 

161.5 

160,5 

Chemicals 

117.2 

117.3 

115.4 

Oil cakes 

169.8 

168.6 

157.1 

Machinery A Transport 



Equipment 

123.8 

123.2 

117.6 

Others 

128.4 

128.1 

125.6 

All Commodities 

135.4 

133.9 

129.8 


Production 

Cloth 


Cotton Textile Industry 
(Mill Sector) 

Feb ’63 Jan ’63 Feb ’62 1962 

(Average) 


416 

71.6 


(Million yds ) 
Yarn 

369 

410 

396 

(Million lbs) 

Stocks* 

Cloth 

148.7 

162.5 

150.7 

(Million yds) 
Yarn 

280.9 

423.5 

300.7 

(Million lbs) 

Consumption of 
raw cotton by 
textile mills 

(Lakh bales) 

16.2 

22.0 

16.4 

Indian 

3.86 

3.88 

3.70 

Foreign 

0.69 

0.90 

0.79 

Total 

4.55 

4.78 

4.49 


472.2 

22.3 


3.87 

0.82 

4.69 


* At the end of the month or year. 

Source 1 Textile Commissioner, Government of India, 
Bombay* 


Coarse 

Lower medium 
Higher medium 
Fine 

Superfine 

Total 

Source 1 Textile 
Bombay. 


Cloth Production 

— - 

(Million 

Metres ) . 


Feb ’63 

Jan ’63 

Feb ’62 

60.9 

70.2 

54.4 

107.8 

117.2 

117.6 

129.6 

114.9 

158.8 

16.8 

19.5 

13.2 

22,0 

22.9 

18,2 

337.1 

374.7 

362.3 

Commissioner, Government 


1962 

(Average) 
63.4 
117.0 
162.0 ■ 
164 

2lr 

380.0 

of India, 
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Jan 


1962 



1 J . 7'^ 1)1 ! ’ 

\ -,j \ y ’.l 1 ’ 1 ' i v* • , '.' 

Consumer Goods - .» ■ 

,; ,/ 

’63 

< 1 r , ‘ ’i 

'63 

■ ’ ) 

Dec 

■■Nov, 

‘Oct 

Ttb 

1961 

198$. > 

^ ’jpij 
” *’ * ’ i’v'. 

'Cotton Tamils* ’ : '/•' 

Mn metres 


37+7 

376.8 

381.1 

350.2 - 

362.3 

391.2 


’ . 

< Vegetable'C8I' Products • 
Sugag '’ 

Sowing Machines. ■ 1 

Electric Fans 

Raw ’Materinla and Interme 

’000 tonne* 

324.6 

339.6 

311.8 

291,0 

304.0 

329.9 

27,4 


*000 tonne* 

*000 unite- > 

\ 

570.7 

s 452.1 

172.4 

3C.5 

507.0 

236.8 

167.3- ■ !■' 

w—. 

23.3 

29.3 

33.5 

19.4 

27.3 

' 36.5 

10.9 

' •000 units ' ‘ 

(Bate Goods 

97:5 

f ■ ■ 

97.5 

1002 

ll- 

r 

106.1 

64.2 

92.7 

88.7 

" 28.2 

: r T '■ ; 

Cement 

.’p00 tonnes 


813.5 

868.8 

,7 V 

y 

719-8 

662.3 

186.9 

... 4io.7 

Chemicals 

Sulphuric Add t 

’000 tonnes 

43.0 

'47.3 

45.7 

43.6 

34.0 

34.9. 

■' 13.8 

Caustic Soda 

’000 tonne* 

9.8 

12.2 

12.0 


10.9 

9.9 

10.0 

v 

7.0 > 


’000 tonne* 

18.2 " 

22.5 

22.0 

20.7 

5,800 

20.2 

16.3 

14,7 


’000 tonnes 

5,643 

5,844 

' 5,831 

5,032 

4,844 

4647.6 

3286 

lute Manufactures 
Non-ferrous metals 

’000 tonnes . 

94.4 

103.1 

104.2 

101.4 

90.9 

90.8 

80.7 , 

, 9U 

' , . 

Copper ‘ 

Aluminium 

Tonne* 

750.0 

436.0 

865-0 

830.0 

825.0 

820.0 

727.3 

633.7 

Tonne* 

_. 

5,000 

4,500 

4,500 

4,098 

1,894 

1325,6 

541.7 * 

Lead 

. Tonne* 

254.0 

' 382.0 

260.0 

.310.0 

240.0 

140.0 

305.4 

208.1 ; 

Paints and Varnishes 

Iron and Steel 

%>0 Kgs 

4,550 

4,045 

5,420 

5,710 

3,800 

5,275 

4846.4, 

9467 , 

Pig Iron 

Steel Ingots and 

’000 tonnes 

-- 

536.0 

536.0 

396.0 

528.8 

399.7 

414.4 

130.6 ' 

Castings 

’000 tonnes 

— 

480.4 

480.4 

480.4 

464.7 

375.7 

337.2 

' 144.8 ’ v • 

Semi-finished Steel 

’000 tonnes 

— 

93,5 

93.5 

93.5 

85.5 

79.4 

100.5 

125,7 

Finished Steel 

Capital Goods 


—** 

353.6 

353.6 

353.6 

342.9 

273.8 

238.8 

111.3 ;;; 

Machine Tools 

Value R* ’000 

— 

11,515 

10,282 

11,183 

8,939 

9,084.6 

6335.1 

1001.9 , 

Diesel Engines 

Units 

4,207 

4,271 

4,539 

4,304 

3,473 

3.235 

3702.7 

1001 

Electric Motors 

’000 H P 

91.7 

97.6 

102.6 

87.7 

66.9 

78.4 

69.0 

•29.9 

Power Transformers 
* In million yds. 

•000 KVA 

183.8 

243.6 

217.1 

220.9 

137.5 

192.7 

148;6 

76.0 

Source : Central Statistical 

Organisation, Government of 

India, 

i 

Calcutta. 
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Coal Production and Despatches 

(Monthly Averages or Calendar Month*) 

(’000 Metric Tons) 

Raisings Despatches 


1963: April 
March 
. Feb 

1962: April 

1962 

1961 

I960 

1959 

1955 

1951 


5,696 

5,806 

5,643 

4,997 

5,129 

4,675 

4,384 

3,984 

3,236 

2,915 


4,949 

5,229 

4,734 

4,460 

4,573 

4,190 

3,860 

3,522 

2,789 

2,473 


Stocks at 
pit head 
4,267 
4,086 
4,099 
3,731 
3,483 
3,290 
3,458 
2,729 
2,685 
2,824 


Source s Ministry of Mines and Fuel, Government of India. 


Working Class Cost of Living Index 

(Base adjusted to 1949=100) 

May’63 April’63 May ’62 


1962 

(Average) 


Gauhati 
Ahmedabad 
Madras 
Bombay 
Bangalore 
Kanpur 
Calcutta 
Delhi 
All-India 

,* The figure for March '63 is 118 
t The figure for Feb ’63 is 151 
k t The figure for Feb ’63 is 130. 

Soiree ! Central Statistical Organisation, Cabinet Secretariat. 


NA 

NA 


NAJ 

131 


127 

129 


130 

139 


Production of Petroleum and Petroleum Products 


(’000 Metric Tons) 

April ’63 Mar’63 April *6? 

Crude Petroleum 109.3 128.0 74.9 

Petroleum products 

Light distillates 113.2 128.2 84.2 

Kerosenes 112.9 117.3 82.5' 

Diesels 158.5 181.3 135.2 

Lubricants 2.2 3.1 0.9 

Bitumens 32.9 31.7 33.2 

Heavy ends 184.7 203.3 136.8 

Other products 6.8 10.3 9.0 

Total of petroleum 

products 611.3 675.2 481.2 

Source » Ministry ctf Mines and Fuel, Government of India; 


1962 ' 
(Average) 

83.1 

'96.8 
97< 3 
149.3 
2.1 ' 
30.7 
162.9 
lp.7 

549.8 


NA 

111 

111 

112 

Incorporated and 




NA 

NA* 

122 

122 

registered 




150 

149 

150 

150 

No of companies 

92 

129 

146 

143 

' 142 

144 

145 

Authorised capita! 

10,32 

21,34 

17,86 

NA 

NAf 

152 

153 

Ceased to work 




105 

105 

103 

107 

No of companies 

62 

48 

84 

128 

126 

119 

120 

Paid-up capital 

52 

25 

88 


Joint Stock Companies 

Net* Registrations and Liquidations 

(All Anwurits in Rs Lakhs) 

- April ’63 Max' ’63 April ’62 1962 , 7 

(Average) , 


128 

25,82 


Over-all variations 
in paid-up 
capital of all 

companies 


94 


+38,82 +7,59 +3,66 +12,83 


Source < Department of- Company Law Administration, 
Ministry of Commerce and Industry, Government 
of India. 

* 
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0EFENCE Minister Chavan’s statement %”ifce Lok Sabba on the 
•reasons for the military debacle against the Chinese last year {di*- 
cussed in the next editorial) highlights the thing* (hat need to' 
done to answer effectively a renewed attack from across the northern ' 
borders. But the threat from China is not rnerely military and zbftcf* 
more than our territorial integrity ha* to be defended. If thtf lEtnar- 
gracy has increased our vigilance on the military front, has it made 
us negligent in other directions? This doubt i* raised by the Supreme 
Courts momentous judgment last week on the Defence of India Ach* 
Technically, the Court did no more than define what it conhidetod 
the true scope of Article 359 (1) of the Constitution arid, in effect, 
reject the 26 petitions against the Defence of India Act filed before 
it. But the implications of the judgment go far beyond the fate of 
these petitions and deserve the 4ame earnest and immediate conside¬ 
ration of Parliament and Government that the report on daw army’s 
failure in NEFA should be getting at the hands of those responsible for 
preparing the military defence against China. '* f 

Interpreted legally what the Supreme Court judgment, has esta¬ 
blished is that rights exist, only to the extent that they can be enforced. 
The principal contention of the petitioners was that the-Defence ot 
India Act and Rules were void because they infringed Articles J4,. 21 
and 22 of the- Constitution. These Article*, guarantee the right to 
equality before law, the right not to be deprived of life. or liberty 
except according to procedure established by law and the right, in case 
of arrest, to be informed of the grounds for arrest and to be produced 
before a magistrate within 24 hours. 

Article 358 of the Constitution, under which the Defence of India 
Act and Rules are enacted, empowers the State to nuke any law .or to 
take any executive action it considers necessary white a proclamation 
of Emergency is in operation even if sudi a law or act infringes the 
rights guaranteed under Article 19. Article 19 guarantee* the right 
to freedom of speech and expression, to assemble peaceably, to form 
associations, to move freely throughout India, to reside and settle. 
any part of the country, to acquire and dispose of property and to 
practise any profession os occupation. These, then,- are the rretas which 
are explicitly suspended by the Constitution during the Emergency * 
There is no mention of Articles 14, 21 and 22 a* being similarly 
suspended. 

Article 359, however, empowers the President, 
lion of Emergeafcy, is in operation, to suspend by 
move the courts for enforcement of any or all thp. 
guaranteed ip Part ill of the Constitution. Tin 
issued la connection with the present Emergency. tuspend* 

tHe right to •imWe" the courts for enforcement of r Articles .14. 21 and 22. 
So we actuation tyhertS though unlike Article 19, 1 <Articl*s.;, , 14. 2i 
and 22 are not suspended. The power of the awrt*'to enforce me nghftt 
conferred by these Articles is. To die extent that these Artfofeft 

w , zfa-'ttki* <* !«*• M md «<•*» **.' 
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unctmstitationrt b|ut to the Attest 
that enforcement of these Article* 
fey the courts If barred by the Pre¬ 
sidential order (which, incident¬ 
ally-, has to be laid before 
Parliament hut not approved by 
it) the courts cannot be moved 
to redress tire State’s actions under 
the unconstitutional Act and Rules. 
During the Emergency, ther^pre, 
not merely the rights guarOTReed 
undfer Article 19, but ri j*n effect, all 
Fundamental Rights become inope¬ 
rative for the reason that the citi¬ 
zen is deprived of the means of their 
enforcement. It is worth noting 
that all the 7 judges, including 
Justice Subba Rao who dissented 
with the majority judgement, ag¬ 
reed with this conclusion. 

The judges differed on another 
question: whether or not Article 

359 of the Constitution took away 
the statutory power of High Courts 
under Section 491 of the Criminal 
Procedure Code to order the release 
of anyone illegally detained. Justice 
Subba Rao, in his minority jpdge- 
ment, held that it did not. 

It is possible to argue that ih*- 
right which a citizen seeks to en¬ 
force under Section 491 of the Crimi¬ 
nal Procedure Code is the common 
law right of private or personal 
liberty — a right which can be en¬ 
forced against all, including the 
State. If that is so, it may be argu¬ 
ed, it is outside the scope of the 
President’s order under Article 359 
of the Constitution which affects 
the enforcement of Fundamental 
Rights only. 

The majority of the judges did 
not agree with this and maintained 
that “the prohibition contained in 
Article 359 and the Presidential 
order will apply as much to the 
proceedings under Section 491 as 
to those under Articles 226 and 32 
of the Constitution”. Further, “it 
is clear that the content ot detenu's 
right to’ challenge, the legality of 
his detention which was available to 
him under Section 491 prior to the 
Constitution has been enlarged by 
the Fundamental Rights”. Rut has 
it also been merged in the Funda¬ 
mental Rights? It is true that in 
our Constitution there is no provi¬ 
sion corresponding to Article IX of 
the American Bill of Rights. Bui 
there is no provision to the cont¬ 
rary either that the Fundamental 
Rights enumerated in Part III ex¬ 
haust alt rights of the Individual. 


This may be a fine legal point. 
The vital consequence of the argu¬ 
ments before the Supreme Court 
has been tp establish beyond doubt 
that the Defence of India Act 
and Rules are unconstitutional as 
they contravene Article 22 of the 
Constitution. This was accepted by 
all the judges and conceded by the 
Attorney-General, die highest legal 
officer of the Government. In the cir¬ 
cumstances, the Court's helplessness 
to protect the individual against the 
application of an unconstitutional 
law cannot, surely, be considered 
the end of the matter. The Supreme 
Court's decision places a heavy res¬ 
ponsibility on Parliament and the 
Government. The Government was 
responsible for framing and Parlia¬ 
ment for approving this unconstitu¬ 
tional law. This is in contravention 
of Article 13 of the Constitution 
which forbids the State to make 
any law which “takes away or ab¬ 
ridges” any Fundamental Right. 
Article 358, under which the De¬ 
fence of India Act and Rules wen- 
enacted, empowers the State to ig¬ 
nore only Article 19 in a period 
of Emergency hut not the other 
Fundamental Rights. 

Whatevei the circumstances under 
which the Defence of India Act and 
Rules were enacted, now thai they 
have been shown to the ultra 
vires of the Constitution, the Gov 
eminent and Parliament must movi 
with all speed to undo their earliei 
error in a matter which so vilulh 

Part of 

T Ht JVefa Enquiry has iri\en tlx 
country, for the first time, some 
idea of the organisation, equipment 
and training of the \rmy. it is to 
he hoped that this marks the begin¬ 
ning of a selective and discriminat¬ 
ing poliiy to disseminate defence 
information. The complete absence 
of such information has so fat 
limited all intelligent discussion of 
defence policy and strategy to mi 
extremely narrow political and 
military circle which, when faced 
with critical situations, demonstrated 
its inability to think and act in time. 

The senior Army officer (incident¬ 
ally, the only Rritish officer who has 
voluntarily chosen to stav hack) 
who conducted the enquiry could 
not comment upon or evaluate the 
basic premises of our defence policy, 
since these were necessarily politi- 


concem* the basic principles ; of 
democratic government. The Defence 
of India Act and Rules have, tin be 
brought into conformity with Article 
385 of the Constitution. We can 
emphasise the importance of doing 
this no belter than by quoting from 
Justice Subba Rao’s judgment: 

"l cannot,- for a moment, attri¬ 
bute to the august body, Parlia¬ 
ment. the intention to make sole¬ 
mnly void laws; it muy have made 
the present impugned Act bona fide, 
thinking that it is sanctioned by the. 
provisions of the Constitution. What¬ 
ever it may be, the result is we have 
now a void Act on die Statute Book 
and under that Act the appellants 
before us have been detained ille¬ 
gally. To use the felicitous language 
of Lord Atkin, in this country ‘amid 
the clash of arms, the laws are not 
silent; they may be changed, hut 
they speak the same language in 
war as in peace’. 

“The tendency to ignore the rule 
of law is contagious, and, if our 
Parliament, which unwittingly 
made a void law. not onlv allows it 
to remain on the Statute Book, hut 
also permits it to he administered 
by the Executive, the contagion nun 
spread to the people; and the habit 
of lawlessness, like other habits, 
dies hard. Though it is not m\ 

province. I venture to suggest, if 1 
may. that the Act can be amended 
in conformity with our Constitution 
without it losing its offertivenesv” 

the Truth 

cat and beyond his competentJh' 
could study only the consequences, 
not the causes of the “state of mili- 
» tary unpreparedness” last veai. Ii 
is now clear that the debacle, can 
he traced to three politico-inilitun 
assumptions, all of which proved 
wrong; one. that our counter-probe- 

into Chinese-occupied areas on the 
border would not be a sufficient 
‘justification’ for the Chinese to 
launch a massive attack; tw r o, llull 
our counter-probes in Ladakh would 
not ‘call forth' an attack on Nefu 
though the Chinese had threatened 
to cross the McMohan Line as early 
as in 1961; and, three, underlying 
the first two, that Peking would 
not openly flout the Moscow line on 
a friendly posture towards neutral 
nations. We expected skirmishes on 
the border, and the army, therefore. 
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wa* prepared for nothing. more 
serious, Before the Army cbuld be 
fully, redeployed to meet the mas¬ 
sive invasion, the Chinese had scored 
their point, declared a cease-fire and 
started withdrawing. 

Against this background, the 
scope of the enquiry was really 
limited to an evaluation of bow 
the army organisation responded 
to a sudden and challenging 
situation- The generous sugar- 
coating by the Defence Minister 







event; . it had been postponed too 
long, never mind the reasons. Im¬ 
provement of communications in 
the border areas, too, stands on the 
same footing. Beyond this point, 
however, certain essentially politi¬ 
cal assumptions have to be made. 
That China and Pakistan will re¬ 
main our antagonists for a consider¬ 
able time can be taken for granted. 
But what kind of threat do we ex¬ 
pect from them individually or 
jointly? 'While to be caught' un¬ 


prepared again is unthinkably this 
necessitate* rather than precludes a 
rational assessment of the threat to 
our borders. Only such ah assess¬ 
ment can form the basis for the 
optimum deployment of financial 
and material resources which, even 
on the most optimistic assumptions 
regarding assistance from friendly 
countries, will remain scarce and 
will, for that reason, need to be 
highly concentrated cm die most 
urgent and essential tasks. 


and, later, by the Prime Minister 
notwithstanding, there is no doubt 
that the enquiry established the in¬ 
competence of senior commanders 
in the Kameng area of Nefa and, 
by implication, the bad judgment 
of those who appointed these com¬ 
manders to responsible positions 
and, then, denied them adequate 
intelligence and the full strength or 
modicum of unity of the formations 
which they had to lead. The so- 
called Nefa Corps, including the 
famous 4th Division, was very 
much under full strength and its 
component units were hastily 
assembled. 

All this, however, is a matter of 
the past. The main purpose of the 
enquiry was not to fix blame but 
to draw lessons for the (utun*. Now 
the troops are to be trained for 
mountain warfare and to face 
Chinese tactics, and it is realised 
that “the need of the moment, above 
all else, is training in leadership” 
and to “put right” the higher com¬ 
manders’ concept of mountain war 
fare. There is nothing basically 
wrong or inadequate with our equip¬ 
ment, but transport vehicles and 
communications need to be aug¬ 
mented quickly and the automatic- 
rifle is a necessity. A major over¬ 
haul of the intelligence system is 
required. The organisation, equip¬ 
ment and training of defence forces, 
however, are determied eventually 
not by generals but by those who 
decide on the political fundamen¬ 
tals of defence policy. What are or 
should be the revised assumptions 
of our defence policy? On this 
basic issue, there is no (and, under¬ 
standably, there cannot he at the 
present stage) clear indication. 

What are we preparing for now? 
Opto a certain point, there is no 
need to state the objectives clearly. 

A considerable degree of moderni¬ 
sation of fighting and transport 
equipment is necessary in any 


Financing 

pANCHAYATI Raj is now at 
various stages of implementa¬ 
tion in the States where it is expect¬ 
ed to spread and strengthen the 
spirit of democracy, to infuse life 
into the Plan, to accelerate progress 
in agriculture, spread rural indust¬ 
rialisation and develop co-operation 
— in short to revitalise rural India. 
Every one' agrees that even for a 
small measure of success in this 
colossal task, in fact even tor the 
scheme to have a proper start, cer¬ 
tain pre-conditions are necessary. 
The Panchayati Raj institutions 
have to be worked with efficiency 
and enthusiasm, which requires well 
trained, dedicated staff and freedom 
from political influence, and further, 
the institutions have to be provided 
with resources sufficient for their 
needs. 

The first is mainly a matter of 
human propensities, though the 
training imparted and the attitude 
of political parties are also rele¬ 
vant. The second condition has. to 
he ensured in the framework of the 
system itself. The legal enactments 
in the States have, therefore, made 
provision for the levy by the Pan¬ 
chayati institutions of certain taxes 
and fees and for the receipt of a 
share of some State taxes. 

However, the Government of 
India considered this a vital ques¬ 
tion requiring detailed and expert 
consideration and accordingly ap¬ 
pointed, last year, a study team to 
examine problems of financing 
Panchayati Raj. This team, headed 
by Shri K Santhanam, has now- sub¬ 
mitted its report. 

The nature of financial relations 
in a federal constitution is neces¬ 
sarily complex. And in the case of 
a developing economy such as ours 


Panchayats 

it is even more so. On the one 
hand, the growth in public revenues 
is far slower than the growth in the 
demand for public expenditure. On 
the other hand, while die heads of 
expenditure are divided between the 
various. layers of Government in 
accordance with their duties and 
powers, the sources of revenue can¬ 
not he divided to conform strictly 
with this pattern of requirements. 
All sources of revenue are not 
equally fruitful or elastic. Reasons 
of administrative efficiency, as well 
as the need for balance and uni¬ 
formity, necessitate rather " more 
centralisation in the tax collection 
than a strictly proportionate divi¬ 
sion of resources would demand. 
Hence shared taxes as well as 
grants-in-aid and subventions are an 
inevitable and important part of 
our financial structure. 

The principles on which the San¬ 
thanam Committee’s recommenda¬ 
tions are based arise from these 
facts as also from the equally com¬ 
pelling consideration that there con 
be no self-government without ,a 
measure of self-reliance. The Com¬ 
mittee has therefore suggested the 
levy of some “compulsory taxes” by 
the panchayats. These arc the 
house tax, profession tax and vehi¬ 
cle tax (including a tax on cycles) 
— all direct taxes that arc easy to 
administer and fairly elastic. Other 
optional levies are suggested: a tax 
on animals and produce sold in the 
village, a show tax (in addition to 
the entertainment tax), a pilgrim 
tax and a labour tax “to be levied 
when voluntary contribution in cash 
or labour is insufficient to execute a 
development project”. Tax reform 
has also been incidentally consider¬ 
ed ahd there is a suggestion that 
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Octroi, an ancient levy that luu swo 
Jong criticised, may foe replaced by 
“other progressive taxes”. 

Apert from the shares in such 
Steles taxes as land revenue, gene¬ 
rally provided for in Panchayati le¬ 
gislation, the Santhanam Committee 
has also recommended the sharing 
of the entertainment tax and a spe¬ 
cial surcharge on stamp duty. The 
Committee has further suggested the 
development of non-tax income 
through the operation of remunera¬ 
tive undertaking*. This, however 
is likely to take time and require 
some experience. But the fees from 
such regulatory rervices as markets, 
slaughter houses, etc, offer immedi¬ 
ate scope for fuller exploitation. 

With all this, grants-in-aid are a 
necessity and will continue to be 
so. It is in this area that the im¬ 
pact of the Committee’s views on 
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actual policy-» Jilfeiy to be. frit the 
most. A ‘‘basic minimum mainten¬ 
ance grant” very nomencla¬ 

ture underlines tie inevitability — 
is recommended for every pancha- 
yat. This grant, determined at the 
rate of one rupee per capita, is to 
be shared equally by the Central 
and State Governments. A grant 
for panchayat samitis (block level 
institutions) for maintenance of 
staff is also recommended. The Re¬ 
port further suggests a basis for 
matching grants, now given by 
States to encourage panchayats to 
raise resources by taxation. It is 
recommended that an amount equal 
to 15 per cent of collection should 
be given as the matching grant, pro¬ 
vided at least three-fourths of the 
tax demand is collected; and that 
the grant should be increased by at 
least 1 per cent for every additional 
5 per cent collected. Jn this whole 



matter of grants, homeyety-r -more 
flexibility may be needed, particu¬ 
larly to provide for greater assist¬ 
ance to backward areas and sections 
of the population. At any rate, in 
actual practise selectiveness and 
preferential treatment are more than 
likely tp be important determinants 
of policy. - 

The Committee does not Stop with 
the consideration of ordinary finan¬ 
cial arrangements. Probing further 
into the long-term needs of ‘Pan- 
ehyats, it has suggested the establish¬ 
ment of a new body — another addi¬ 
tion to the growing number of spe¬ 
cial financial institutions in this 
country. The Panchayati Raj Fin¬ 
ance Corporation, with a capital of 
Rs' 1 to 5 crores, will provide long¬ 
term loans to Panchayati institutions 
to enable them to undertake public 
utility services, construction activi¬ 
ties and supply of implements. 


Weekly Notes ’ 


Measuring Capacity 

JJITHERTO the Government’s only 
* reaction to criticism of the futi¬ 
lity of the statistics of industrial 
capacity collected by it was to stop 
publishing them in the Commerce 
and Industry Ministry's annual re¬ 
ports from last year. Last week, 
however, the Ministry of Industry 
released a circular issued by it to 
other Central Ministries and State 
Governments setting out a new pro¬ 
cedure for estimating industrial ca¬ 
pacity. 

Statistics of capacity are at pre 
sent published by the Department of 
Statistics, Central Statistical Organi¬ 
sation, in its “Monthly Statistics of 
the Production of Selected Indus¬ 
tries in India” which also briefly 
explains the basis on which the 
estimates are made. For coal, iron 
ore, coffee, tea, salt and gold no 
capacity is estimated. For cotton 
and jute textiles, capacity is given 
in terms of spindles and looms and 
for the other industries in terms of 
output. Capacity for iron and steel, 
virgin copper, aluminium and elec¬ 
tricity is baaed on the assumption 
of Continuous operation throughout 
the year after making allowance for 
shut downs for normal repairs and 
maintenance. For certain chemical 
industries the assumption is of three- 
shift working for 330 days in a 
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yea< and for vanaspati, paper, tyres 
and tubes, alcohol and cement of 
three-shift working for 300 days. 
For paints and varnishes, carding 
engines, complete ring spinning 
frames, railway wagons, arc weld¬ 
ing electrodes, wire ropes, steel 
pipes and tubes and cigarettes capa¬ 
city is estimated on the basis of 
two-shift working for 300 days and 
for all other industries on the basis 
of single-shift working for 300 days. 

Existing statistics of capacity, 
therefore, suffer from two principal 
defects. First, because they are esti¬ 
mated differently for different in¬ 
dustries, they are of little use for 
inter-industry comparisons of utili¬ 
sation of capacity. But more im¬ 
portant, since, in most cases, they 
referred neither to the maximum 
technological capacity nor to the. 
capacity actually worked in differ¬ 
ent industries, they were worthless 
for industrial planning ami licen¬ 
sing. 

According to the Industry Min¬ 
istry’s circular, industries are now 
to be divided into two categories: 
(1) those which work continuously 
whether on the basis of 330 or 300 
days in a year, or on a seasonal 
basis as in the case of sugar; and, 
(ji) all other industries. In the 
case of the second category, it is 
proposed that capacity oh the 


basis of maximum utilisation will 
normally be deemed to be the ca¬ 
pacity as assessed on two-shift 
working. 

This should certainly make sta 
tistics of capacity more uniform 
and comparable, and thus remove 
the first of the two defects of exi¬ 
sting statistics mentioned above. 
However, how far the new proce¬ 
dure will make the capacity stati¬ 
stics more relevant for industrial 
planning is difficult to say. F 01 
the concept of capacity rele¬ 
vant for industrial planning is not 
given by a rule of thumb assump¬ 
tion about single or double or tri¬ 
ple shift working. For making 
decisions about now much addi¬ 
tional capacity requires to be 
created for achieving targets of pro¬ 
duction, the capacity estimates must 
indicate capacity currently used 
plus that part of present unutilised 
capacity which is attributable to 
either shortage of inputs or lack of 
demand. For, to the extent that exi¬ 
sting capacity remains unutilised 
for want of essential inputs* there 
is no need to create fresh capacity- 
Estimates on the basis of two-shift 
working will not necessarily give 
us this measure of capacity though 
it may foe that they will , approxi¬ 
mate to .it more than, estimates on 
single, shift working. 

* t " , * , _ ' 1 
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Export* Oblige 

, T 1 HE Minister for International 
Trade gave some cheerful news 
this week at the joint meeting of 
the import and export advisory 
councils. Exports have risen by 
about 15 per cent during the first 
four months of 1963-64; the in¬ 
crease of Rs 32 crores over the cor¬ 
responding period of last year ; s 
equal to the rise in the whole of 
1962-63 over 1961-62. This im¬ 
provement together with initial ex¬ 
ternal assistance will enable the 
Government to liberalise somewhat 
the import of raw materials, compo¬ 
nents and spare parts for high prio¬ 
rity uses and export promotion, 
after meeting the requirements of 
defence. 

The statements, both by officials 
and non-officials, at the meeting 
were significant in many ways. The 
increase in exports was considered 
satisfactory but there was no sense 
of complacency, the emphasis was 
rather on further immediate and 
substantial improvement in perform¬ 
ance. The business interests expres¬ 
sed their general satisfaction with 
the policy of export incentives and 
received an assurance from the Min¬ 
ister that there would he no major 
change in this policy for the rest 
of the Plan. Shri Manubhai Shah 
made it clear, on the other hand, 
that the State Trading Corporation 
would play an increasing role in 
imports, particularly of scarce 
items on which profit margins are 
high, and that the slock-and-salc 
facilities provided by established 
importers would not be expanded 
beyond a very limited extent. 

All in all, one does get the feel¬ 
ing now that export problems are 
being understood and tackled, 
though not solved, in a realistic 
manner. The modest increase in ex¬ 
ports since last year is of a sus¬ 
tained nature. A significant part of 
the rise in 1962-63 was, however, 
accounted for by exports to the so- 
called rupee-payment area, and 
therefore did not fetch any con¬ 
vertible exchange. 

Textile Exports to U K 

LANCASHIRE cotton is once more 
looking seedy. In June, the 
British Cotton Board (the indus¬ 
try’s regulating authority) pressed 
the Government to change its poli¬ 
cy so that individual categories of 
textile imports into Britain could he 


reduced (rather than continuing the 
general import quota system that 
exists at present), the use of ‘Com¬ 
monwealth' status for imports could 
be restricted, ‘anti-dumping’ mea¬ 
sures could be invoked more speedi¬ 
ly, and, ultimately, the Ottawa Ag¬ 
reements revised to deprive Com¬ 
monwealth exporters of their right 
to ‘duty-free entry’ into the British 
market. A* is readily discernible, 
the overfill aim of these measures 
is designed to restrict still further 
textile imports into Britain, both 
global and particular. 

Whenever in trouble, Lancashire 
reaches for the most illiberal wea¬ 
pons: the demand for complete pro¬ 
tection has on occasions been heard. 
Protectionist measures, of course, 
seriously embarrass the Govern¬ 
ment by infringing the GATT 
provisions, contradicting any British 
commitment to help the trade of 
developing countries and running 
counter to any attempt to give eco¬ 
nomic flesh to the ‘Commonwealth’. 
In addition, protecting textiles forti¬ 
fies the status quo in an industry 
not remarkable for its efficiency or 
competitiveness. Any moves by the 
Government to accept Lancashire’s 
demands bodes ill for India in 
whose economy textiles play a role 
far greater than in Britain. It is 
to be hoped that the delegation now 
despatched (under Shri Kasturbhai 
Lalbhai) by the Indian Cotton Mills 
Federation to London, will be hard- 
faced and stony-hearted, and will 
strive to remind the IIK Govern¬ 
ment of its long commitment to 
liberalised trade, to GATT and 
the Commonwealth agreements, and 
resist the unceasing demands of 
Lancashire. 

Voluntary Protection 

r [ , HE British Government’s record in 
this respect is moderately eood 
even if mixed. Lancashire has been 
in decline since before the first 
World War, and (like shipbuilding 
and railways, but unlike iron and 
steel) has proved consistently in¬ 
capable of tailoring itself into a 
competitive form appropriate to the 
mid-twentieth century. Since the 
Conservatives came to power, four 
major crises have ravaged the in¬ 
dustry— in 1951, 1955, 1958 and 
1962. Each blow (coexistent with a 
general weakening in the British 
economy) has reduced its labour 
force, closed some marginal produ¬ 
cers, and accelerated concentration 


d witness die steady growth of Court- 
aulds in natural fibres), hut has 
also increased the pressure on the 
Government at least to intervene 
and at most to protect. 

As Lancashire is a Labour strong¬ 
hold, the temptation to Conserva¬ 
tives at election time has been qpiite 
considerable, even though unem¬ 
ployment has never been the pro¬ 
blem in Lancashire cotton areas 
that it has been in old shipbuilding 
areas (like the north-east or Glas¬ 
gow). However, until 1959, the 
Government resisted cotton’s im¬ 
portunities, and urged the industry 
to reform itself and become compe¬ 
titive. In a moment of weakness, 
the Board of Trade, did suggest that 
‘voluntary’ agreements be reached 
with Commonwealth producers to 
organise some sort of informal pro¬ 
tection for Lancashire — on the as¬ 
sumption that this tacit violation of 
GATT would not be seen as such 
if ‘voluntary’, so relieving the Gov¬ 
ernment of any embarrassment. 
‘Voluntary’ limitation offered some 
breathing space, but was a tempo¬ 
rary expedient, quite inadequate in 
facing the 1958 recession; 1959, 
however, was an election year, and 
with great speed the Government 
pushed through a measure to subsi¬ 
dise the contraction, amalgamation 
and re-equipment of cotton. 

The subsidy involved, however, 
did not simultaneously offer protec¬ 
tion, and did need to be matched 
by capital from the mills to be 
effective. Consequently, the indus¬ 
try was loathe to commit itself 
while the world market remained 
insecure lest not only the subsidy 
(which was spent) but also the re¬ 
serves of the industry were lost in a 
resurgence of imports. In addi¬ 
tion, the short-lived boom in tex¬ 
tiles in 1960 shelved the immedi¬ 
ate need for reform. 

Now, it seems, we are bade at 
the beginning of the film once 
more except that the British Ex¬ 
chequer is lighter by something 
over £ 30 million and the new 
Chairman of the Cotton Board has 
raised Lancashire’s bid a little 
higher. The Indian delegation now 
railed to London to help Lanca¬ 
shire stay alive will have to fight 
hard to bolster the morale of the 
British Government — particularly 
with a General Election round the 
corner. That is, presupposing the 
Indian mills are eager to fill what- 
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; ' "fm 'quota. might‘-be- aft — an'-es-' 
sumption by np means os unqiies- 
tidnabje as might he expected. 

< Anti-Apartheid Picks Up 

■' T«E political, diplomatic and eco¬ 
nomic isolation oi South Africa 
' " steadily intensifies and, as a result, 
v. liigh-lights. those countries on whom 
‘ South Africa' continues to rely for 
, trading, and military assistance and 
purchases. Most recently, the cam¬ 
paign to boycott South Africa has 
received fresh strength from the 
' .newly independent African state.* 
• , •and their new do-ordinated activities 
' both in the African continent and 
in various , international, agencies. 
The role of newly emancipated 
Algeria is crucial in this respect! 
and when Kenya becomes self-gov- 
•• eming from December this year, it 
is expected to have a 'similar inv 
pact, particularly if it joins the 
' proposed East African Federation. 

AJ1 told, since the first-, UN re-. 

. solution condemning apartheid in 
1952, this year has seen the highest 
score on points, primarily through 
the agency of the “black barricade'’ 
and the African pressure group in 
the UN. South Africa has been 
cbmpelled to leave the UN Econo- 
,■ mic Commission for Africa and the 
International Labour, Organisation, 
and is currently considering ..whe¬ 
ther even to attend the next UN 
, , General Assembly session. The Se¬ 
curity Council has unequivocally 
, condemned apartheid this summer, 
and, more significantly, called on 
its members to suspend arms 'ship¬ 
ments to South Africa; the call 
for a trade embargo was, however. 

. defeated.. AH this has helped to 
' clarify American attitudes so far as 
. to suspend arms shipments to. South 
Africa as from December (but not 
.. to end wider military co-operation), 
but lias not persuaded the British 
(.the main culprits) or the French 
to end their, awns exports to the 
Republic) ) • 

Meanwhile,,a number of widely 
different countries have individual¬ 
ly intensified the campaign by end- 
' ing. diplomatic and .trading rela¬ 
tions with South Africa, In parti¬ 
cular, the 'new African Slates have 
' ipereased the irritations of the 
Verwoerd regime. Guerilla units are 
- 'reportedly- being trained for work 
,}-i|$'.tS0pth ; Afriea by the Addis Ababa 
’ fndndduaJ '* States * are slow- 
plf uJfiK.vW.'. panprohibiting South 
staing their countries’ 

s' ’’ =■’*; ■ ‘ , ■ ' ■ 
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’ transit fadlitieftftL'ibya' has closed 
Idris Airport to. Union planes, and 
Nairobi is expetted.tofojlow suit 
after December, so compelling 
South African.. planes to fty very 
long hops and tree only Portugese 
territory for transit stops.; Kenya 
hat; also most recently refused to 
permit a South African delegation’ 
to-come to the meeting of the Inter¬ 
national. Olympic Committee roeel- 
’ ing in Nairobi.. More forCefnlly, 
various countries have within the 
last year cut trade relations with 
the Union, and the • East African 
Federation is expected to follow 
suit as soon as created. (Tanganyika 
hgs ; already halved its purchases 
from South Africa). The Mombasa 
dbekefs who, eafiier this year re- 
. fused to unload a South African 
ship high-lighted these various for¬ 
mal government moves. 

This complex of activities, how¬ 
ever, is still marginal to the South 
African economy; the key fink* ■*— 
with the West-—remain. The new 
militancy of the African $ tat C s spot 
lights the hesitations of Mr Adlai 
Stevenson speaking in the Security 
Council, and seriously embarrasses 
Britain whose military relations 
(the, Simonstown agreement, air 
trooping rights, arras and aircraft 
exports), trading activities- (four 
per cent of total British trade), and 
economic stake in South Africa 
(£1,000 million investment) stand 
out in sharp contrast to -Western 
democratic protestations. If it wds 
possible to boycott Cuba, the UN 
Ghana delegate cogently argued, it 
is possible to boycott South Africa. 

The African States cannot suc¬ 
ceed alone in straining the South 
African economy, let alone in over¬ 
turning it — a task that, rightfully 
belongs solely to the present black 
and white South Africans. But in¬ 
creasingly they can challenge the 
West and force it, if it is to retain 
influence in Africa, fo curtail its 
links with South Africa. Britain’s 
curious dithering and her associa¬ 
tion with Portugal cannot fong sur¬ 
vive if she wishes to continue to be 
effective in Africa and in the Com¬ 
monwealth. Prime Ministers. Confer- 
ence. To date, Western policy has 
been maintained by the hope that 
gradual -change will relieve them of 
responsibility ■ the new militancy 
of the African State* shows vividly 
that such .patience is. irrelevant to 
South- Africa,' and- acknowledges 


' that it peecafnl 
eid is no ‘innge*; cpmctivabjk//. 

U ? Dilemma fit SViehtam 

^fltEN the South’ Vietttiun'Govwt- 
. tnent. calls, the Bud<fl\jst monks 
“yellow-robed reds’' it '« mejoly 
giving a bad-name to* dpg/tjiat 
has already been’banged. ’TfieTn^tal 
and bloody! raids on Bnddhjst pago¬ 
das by arfny regulars marked Just 
the latest development'in a fairly 
long history of opprteesioh and per* 
secution. The demands, which, pave 
incensed the Government to - such 
fury are far less extravagant Jthan 
what the Buddhist* constituting 80 
per cent' of the population may be 
expected to make and .will not in 
any* material way infringe, the' Supe¬ 
rior position of the 10 per cent 
Catholics under Christian dDiein’s 
family rule. , 

the situation shows the US in 
the not unfamiliar role of die prop- 
per-up of a hated regime whose able 
virtue is anti-communisrii. Red in 
the face, the Kennedy administration 
has been trying to .make the .right 
noises, though short of halting the 
million-dollars-a-day aid there is 
not mut;h it can do immediately. 
The appointment of Ijfenry Cabot 
Lodge as its new Ambassador may 
indicate that the U, S is. preparing 
to assert itself, and not only in the 
military campagin against the Viet- 
congs. Removal of Ngo Dinb Nhu 
and his -wife is probably part of the 
,U S plan hut the recent stage- 
managed show of faith by the army 
and die students indicates that tin- 
task yill not be accomplished'with 
out a fight. 

Nor do the Kennedy Administra 
lion’s problems end with the 
Vietcong and the Nhtis, .for. Presi¬ 
dent de Gaulle has just extended u 
tentative finger towards the Viet¬ 
nam dirt-pje. No doubt the Diem 
Government’^ ire at U S interfer¬ 
ence appears to the Trench Presi¬ 
dent as the signal for ,a renewed 
attempt to re-establish Prance’s in¬ 
fluence in the* .country; lie has pro¬ 
posed the reunification of the 1 two 
V ietnaips and the 1 - termination of 
ail “foreign influence”. With the 
communists firmly in the saddle in 
North Vietnam reuoificktion <aeems 
farther away than the eye can sec 
and sp the ‘‘influence*’ President de 
Gaulle is- proposing to terminate 
is plainly - Anjeriban. The U S 
response ip thriopenihg df a second 
front 1 remains to be seen', \ * 
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Industry Wants Liberal Trade 
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YHR^«#»«tes ;«f. countries. .*&• would .h» •dft«igw*H»fc. .consuming M ph^ucUw .Interests' 

l ; ttW^;j^Mlefd;pn, Monday a short-righted special are represented, and, this pri»v«W f ». 

42-page^. w«<sy .-of Britain's trade relations with tiw Camnumweallh 6r . better chartce for -i' store" ■ r«alidt|£' " 
policyBalling up&a the Government '• wkfc E'f 'Jr/A aV.immutahle long- approach ^ ■*' 

to .aoOgt,,|jf %aadtyj«uted ,and fibe* - -term ^positions”. in jwrticfllaViUa problem* 
ral Overseas trade plan to produce urged that ‘ Britain sfe&ilild. >■ exact 
an 'owehril balaricA. of payments suri. from tbA Commonwealth«’beWyr'rp*v 
plus ot 'SSQfhn within ’three y^irs. turn for the preference she gives .on, 

Atthetuneoftbehreakdown <Vf the tier own market. 'What, is interest- . . 

Biruflsels.negotiations, ftp Federation" *ing‘ is .that since the> breakdown of from pommunist countries s^uId be 
of British Industries, a. supportfr of the Common Market talks, tbere bfs' reconsidered to . incream,reciprocal, 
Britain**, membership '.of the- Com-, ’ been no/great compaign by ;a prb- ,e*ptwt*. Britain recognises the need 
men Maricet, was asked to make an Commonwealth lobby, and the F-B.I f° r increase .East-West trade -and 
urgent.and radical review pf trade certainly does not seem to pin its , the irksomeness of, the* stfcatogip ' 
—»'-*■ --——'-■* *>—' ■---*■ hopes on increased Commonwealth • bans on exports’ to Coin mutual 

trade, <tnd ' is , itidped nervous, -of countries. “Here, surely, „ the' loght 
tying Britain to dependence oh these, cal policy is to'ihstsr that if there 


vwki u«uiw mr •» jBore realistic 
approach to dealing with conuiukfity. • 
problem*." ' > \, " 1 ' * • , * 
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CTne ,of - the "more , interesting' as- 
pects 'of. the report ig the;, rectify, 
roendation ’that , policy on imports ’ 


problems to; recommend . the . best 
policy for .Britain in the new situa¬ 
tion.' Remembering the ardent ad¬ 
vocacy of the F B I for British mem¬ 
bership, regardless of-the restric¬ 
tions the Conftnon ' Market, might 
have imposed, upon Britain, it is 
interesting to -see that notv the FB I 
has admitted that exclusion from this 
protectionist organisation may, in 
fact, have some advantages after all. 
“The failure at Brussels has ex¬ 
cluded us fyoin a new experimental 
trading club.. But it is this very 
non-involvement which niay offer’ us, 
our greatest opportunity of follow- 


markets. 

The FBI questions whether the 
right, of duty-free entry for mand- 
fictures from the developed Com¬ 
monwealth 'should “continue to be 
regarded as. sgcrotenct”. Perhaps 
one of the more heartening, aspects 
of this report is the recognition of 
the needs of' the less' developed 
world to find outlets for their, manu¬ 
factured products in the industria¬ 
lised countries. It specifically 
underlines the need'for. the ihdus- 


co r - ;rr’ v—/ iniuoiunro iw iiocu* iui. n*r unaua 

mg the policy of vigorous and flexi- tr ialjsed countries to accommodate 
ble multilateralism that the country growing quantities of low-cos! un- 


growing quantities 
ports from the-developing nations. 
Since this is jdne of the key ques¬ 
tions' to be discussed in the United 
Nations Conference on Trade and 
Development early, next 'year, it is 
important that, an' organisation like 
the FBI.should be on record in 
favour of 1 this -oblicv. However, it 


could promote as a model to be 
taken up by other major traders 
and, in particular, by the U § and 
the European Economic Community’’. 

Commonwealth Trade- 

Generally speaking, the booklet ■ 
has nothing dramatically new 'to 

say, and in the main, endorses the favour of' this-policy. Jlowever, 
Government’s trade policy,, stressing " remains to • be scan whether • these 
the importance of the GATT Robnd. theoretical gestures of good-will will , 
and speaking generally in favour of ficthally be translated rinfox action • 
libeyai, trading policies. The report /- when the time comes, 
stresses that ‘“no viable alternative ' - ' - ' • . 

Commodity Agreements 


must be, restraints on' exports tp the 
Communist bloc, those ‘restraints 
should continue to hi confined to’ • 
clearly defined strategic items, ' and 
that outside that specified, list, ex-' • 
pouters Should bf free to do what;, 
trade , they can”.. ,If. Britain’s dX- 
ports are. to increase, .she must, -: 
search. for pew markets, and- it is - 
increasingly , clear that 'thp CoppnuV ' 1 
niSt' countries would provide good, 
outlets far .some British export^, 
provided ' Britain’was/prepared . to ; 
take -in more imports from these 
countries:' The Report reiximmeqds', 1 
that the GjOvernpient should . also / 
have another'' look at the - cont’ ols 1 
on imports from Communist hotin- • 
tries. If will ire, -recalled that tlje 
present policy, restricting imports! * 1 
of oil from Russia, has acted as a 
brake on increased'Soviet purchases 
from Britain. ’ . 


to GATT exists^ or is in “prospect”, 

It recommends that Britain ’should 
w 9rk for the greatest possible libe¬ 
ral isatipn' of trade on a world-wide 
scale. However; if cafls for “g sober 
assessment of fhe likely social and 
economic repercussions ■ at home of. 
a deliberate; bpening of the dou'rs to 
foreign compet^ion^; It points oiit BllBB11J)rwvai 
that free trade.alope WUl.notautO- t hia corywetiori, it.. 

Hint lrfi 11 \r / «t» nninliutfllo tkainM nknivl . .. V » 


The FBI also stresses dtp need 
for commodity-agreements, .and" for 
bringing Agriculture into GA'fT. It 
recommends ‘International Agfee- 
Inents to regulate - trade, in ‘agricuT- 
tiiral products: If*, glso favours the 
reduction ’of “commodity prfei? fine- Bmfts and to - the 


EgiMMt Credit 

The, report carries a fu’l atteeje 
on the policy'and working of tlje ; 
Export: Credit Guarantees' Depart¬ 
ment, Reviewing the effectiveness ■. 
Of export, credit and cre.dit itnyir- 


tuationt hy' co-ppersrfive* action. ' In 
„lj- ■ ’■ mav be that the 


anca, the - 'Federation "stresses "that 
the Department should iaHor stfr-, »' - 
vices to. meet the’needs of exportes. ' : 

It suggests that a more liberal ap-. \ 
prokch should be adopted to .credit 
-•*- j i ‘ length, of credit 


for different categories of goods, j It 

maticallv or nainlesslv 'brine 'about- f? **“’-• ^.loM.beerhfhp complaint of. BH-' 

•he tish axportere, that becaute they.are > 

U K Joohtto T™ rarnt, Concluded u, London earlier /unable goffer as good'export ere-' 

Thi ^7'. v‘‘., ' set-a, pattern dit tettna as .their Uonthk*«l and 

T Y*y ° f - oVef-cOm-. for future ihtea^Utonal -.commodity Japanose rlvak, they have freqttently * 
ra'tewnt t M pa^Jmdaj' -poupi. of wefcnMt*-' n\ that, for once" both ‘lost, ovrgseaa ordere ‘ ■' - - / 

. ■ '* . . ‘ . ' • . . ‘ ■. ■ • ... ■ , , 
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The developing countries of the 
world, which have an unlimited 
appetite for capital goods and 
equipment can only afford to buy 
from those countries which can pro¬ 
vide long-term credit. The British 
Government has always argued that 
it can effectively match any export 
terms provided by other countries, 
both in length and terms of credit. 
Foreign insurers, maintain that the 
EC CD is highly competitive, and 
Britain comes in for her share of 
criticism at the Berne Union for 
her practice of being willing to 
grant longer terms of credit. The 
Berne Union however is a dead 
letter, and faced with intense com¬ 
petition, most industrialised coun¬ 
tries keep increasing the length ot 
export credits they ure willing to 
offer. 


The N E D C, in its report on ex¬ 
port trends, alleged that “Available 
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survey* of this field have generally 
concluded that UK exporters have 
not, by and large, suffered a com¬ 
petitive. handicap through lack of 
export finance”. The FBI report 
now urges the Export Credit Gua¬ 
rantees Department to act a little 
less like credit insurers, and rather 
more like export promoters. 

The final section of the report 
advocates greater freedom to invest 
overseas. It criticises the controls 
on direct investment overseas by 
British indutsry, and believes that 
too much stress has been placed on 
short-term balance of payments 
problems, and too little on the need 
for developing invisible, income from 
abroad. If the balance of payments 
target of an overall surplus of 
.£ 300 rn set by NEDC for 1966 
is to be achieved, a substantial in¬ 
crease in investment income front 
overseas is needed. This will never 


TtiW , J :V . ¥• 

be achieved if existing restrictions 
on investment outside the Sterling 
Area — particularly the Caramon 
Market — are maintained. It sug¬ 
gests that the investment dollar 
market is an unsatisfactory source 
of finance for overseas investment, 
and prefers a return to the situa¬ 
tion before July 1961, when exist¬ 
ing controls on non-Sterling Area 
Investment were imposed. 

This is hardly the most drama¬ 
tic. report seen on the British scent 
— the welter of conventional pieties 
tends to obscure what relatively 
new points there are. However, the 
Report i9 some index of British 
business thinking, and some sign of 
its response to exclusion from the 
E F, C. Whether the Report, like so 
many others, will now merely col¬ 
lect dust among its very numerous 
ancestors remains to be seen — but 
the prospects are not too bright. 


The New Regime 

Bomesh Thapar 


JVEHRU has taken the sparkle out 
of his Cabinet re-shuffle by put¬ 
ting T T Krishnamachari back in 
the Finance Ministry from which an 
indignant public removed him five 
years ago. Chavan has given us what 
he calls ‘a summary’ of the long- 
awaited IN F F A Report which tries 
to imply, rather foolishly, that the 
army primarily was responsible for 
the debacle in die East — although 
Nehru disagrees ! The ‘six victims’ 
of the ritual of renunciation at the 
Centre are trying to smile their way 
through a series of tongue-in-the- 
cheek farewells although everyone 
knows that anger smoulders within 
them. The ‘six’ in the States have 
taken to other tactics to save their 
skin. 

All this is rather depressing — 
and the more so, because false pro¬ 
paganda is sought to be used at 
every opportunity to muffle the oc¬ 
casional voice which calls for a co¬ 
herent policy and the drastic purg¬ 
ing of all those at inmfetenu!, legis¬ 
lative or organisational level who 
oppose die formulation of such a 
policy. 

The net result is that a heap of 
new theories are circulating. Per¬ 
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haps, T T K’s return to Finance 
within a period of five years was 
decided by the Prime Minister to 
assist Menon and Malaviya to do 
likewise before the next budget. 
May be, Gulzarilai Nanda would 
soon feel the need for such a step 
when T T K starts interfering with 
and victimising those who oppose 
him. Surely. Bakshi Ghulam Mo¬ 
hammad made sure that he would 
get a seat in the Cabinet now that 
he has had to abandon lucrative 
Srinagar. Can it be that all this 
confusion has been created to pre¬ 
pare the way for Indira Gandhi’s 
rise to power? Why didn’t the ‘six’ 
remove the leader? And so it goes, 
this speculation based upon perso¬ 
nalities and devoid of every other 
consideration. Only when policy 
matters take precedence will it stop. 

Nobody Discusses Policy 

But nobody in the Capital dis¬ 
cusses policy. For the moment, they 
are not encouraged to, at least judg¬ 
ing from the way in which our 
political affairs are being conduct¬ 
ed. The return of T T K to Finance 
is being interpreted as marking the 
end of the super-profit tax and the 


compulsory deposits scheme — even 
of gold control in its present form 
—- not because of any theoretical 
objections to the nature of these 
taxes and controls or because of the 
opposition they have engendered, 
hut because the ‘new regime’ must 
begin with the destruction of fljjo- 
rarji Desai’s pet scheme*®? Did he 
not scrap T T K’s expenditwc tax? 

Several ministries concerned with 
vital development projects and the 
processing of foreign loans have 
stopped work since the TTK take¬ 
over in Finance. The New Minis¬ 
ter has made it clear to the bureau¬ 
crats that he intends to look into 
everything. There is an ominous 
ring in all this for those who are 
acquainted with the personal ven¬ 
dettas which are part of T T K’s 
daily political diet. This is not to 
question his undoubted talent, but 
what use talent when it inhibits 
and paralyses activity? Fortunate¬ 
ly, however, we are beginning rapid¬ 
ly to tire of egocentric postures in 
the leadership. 

Small wonder, then, that in the 
Government of India only & tiny 
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mwHB|k 7 '’W<B- prepared to press for 
the merges erf the Ministry of Eco¬ 
nomic. and Defence Coordination 
with die Ministry of Finance, This" 
Wahid. haw created a centre of 
po»*wr to challenge.; T T K 

argued' that the Finance Ministry 
had always possessed the powers of 
a coordinator, hut had never exer¬ 
cised them. He would have his old 
co-ordination set-up formally dis¬ 
solved but actually attached to the 
Finance Ministry. .And this might 
happen suneptiously — although a 
somewhat rejuvenated Chavan, de¬ 
termined to stay on in Delhi, ha* 
made clear that from now on ‘the 
whole of defence’ is bis preserve. 
TTK can afford to ignore these 
threats, for at last he holds the 

t v 

aces I 

Even as he makes his familiar 
thrusts at those who refuse to bend 
before him, TTK plans to win 
popular acclaim through a hard¬ 
hitting price control policy. This 
he is in a better position to do than 
his predecessor because Swaran 
Singh, transferred to Food and Ag¬ 
riculture, has always worked close¬ 
ly with him. In fact many who hesi¬ 
tate to support TTK in view of 
his mercurial policy changes, have 
been persuaded to give him a chance 
to bring prices under control. Under 
the present governmental set-up at 
the Centre, never has a more fa¬ 
vourable opportunity existed to 
carry through this urgent battle 
against unscrupulous traders. But 
TTK will need all his cunning to 
succeed and must, naturally, be 
wondering who will take over Plan¬ 
ning. 

NEFA Report s Two Voice* 
Whatever the pessimists might 
say, a clean-up of a kind has cer¬ 
tainly been launched in other sec¬ 
tors too. Take, for example, the 
Government’s treatment of the mys¬ 
terious NEFA Report. At first, 
we were told that this was a top 
secret document, that the Defence 
Minister himself had only seen a 
summary of the Report. Pressure 
in Parliament compelled the Prime 
Minister, who has seen the Report, 
to agree Jo a statement being made 
by die Defence Minister. Chavan 
delivered this prepared statement 
last Monday. Whether he was,a ware 
of it or not, he managed to create 
the 1 impression that the army and 
its senior oomnumders had failed 
the obuptfy.,. 








Again, twenty-four hours later, 
the Prime Minister, in his reply to 
the .foreign affairs debate, {(mad it 
necessary to devote over 3ff minutes 
to the'NEFA - Report— an inter¬ 
vention On defence matters which, 
for the first time since the Chinese 
invasion, attempted to present die 
truth about what happened and 
contradicted the impression created 
by Chavan’s prepared statement. 
Were Nehru and Chavan speaking 
on the basis of the same Report? 
Was Nehru unaware of the content 
of Chavan’s statement? What hap¬ 
pened between Chavan’s statement 
and Nehre’g to force a change in 
emphasis? 

Knowledgeable quarters in the 
Capital were beginning to despair 
about the unending double-talk and 
double-think on the NEFA happen¬ 
ings. AH that \yas required to be 
stated was that, our assessment of 
China’s intentions and the Soviet 
Union’s capacity to curb Peking’s 
adventurism were hopelessly off the 
mark, that the steps taken to deal 
with the growing menace in the 
north were the result of a collective 
decision, that the army could not 
have performed very much more 
effectively because of the grave 
shortages imposed on it by financial 
stringency and that we, as a peo¬ 
ple, behaved in hysterical fashion 
when confronted by a limited mili¬ 
tary defeat. The Prime Minister’s 
statement on the NEFA Report does 
help to set the record straight. It 
is now for the Defence Ministry as 
at present constituted to discipline, 
its own thinking in these matters 
and to bring to an end the loose 
talk which affects the morale of the 
services. 

Disinfecting Home Ministry 

Gulzarilal Nanda’s arrival in the 
Home Ministry is also expected to 
spark the clean-up of a department 
of government which has over the 
years earned the unenviable reputa¬ 
tion of being mixed up in the fac¬ 
tion fights of the Congress Party. 
Whether this notion is valid or not 
is not really relevant, for the public 
should be able to look upon the 
Home Ministry as aloof from the 
squabbles of the ruling party and 
, dedicated to ensuring the internal 
security, secularity and unity of the 
country. ..This is a difficult task at 
any time, but Nanda at least can be 
expected to view his new problems 


from this rather than from a paro¬ 
chial Congress viewpoint. 1 

The-new regime at the Centre 
would have assumed fuller propor¬ 
tions had-it not been for the intri- 
g»«s launched at . State level to pre¬ 
vent the implementation of the 
Kanwraj Plaij, intrigues which aqmft 
say are being carefully encouraged 
by the ‘victimised six’ at the Cen¬ 
tre. To an extent, this development 
was inevitable because the Prime 
Minister was unable-to use policy 
issues fo condition the purge under 
the Kamaraj Plan, The wry nature 
. r ' tua * renunciation carried, 
within it the seeds of dissension. 

But policy issues cannot be ignor¬ 
ed, The purge appears to be taking 
place broadly on the pattern that 
those leaders who remain in the 
ministerial wing of the party have 
more in common with each other 
than with those who have left their 
gadis. This is a most significant 
trend, especially when more techni¬ 
cally equipped people are about to 
be drafted into politics. 

NehruialK vt anti-NehruioU ¥ 

Are we, in fact, witnessing an 
amorphous polarisation of the Con¬ 
gress Party between the. Nehruists 
and anti.Nehruists—with the Nehru¬ 
ists in the ministerial wing and the 
anti-Nehruists in the organisation ? 
Will this division lead to a 
strengthening of the Nehruists or to 
weakening in the face of opposition 
from the organisation? Can it be 
argued that the familiar Right-Left 
argumentation is about to take on 
a qualitatively different posture in¬ 
volving the whole spectrum of poli¬ 
tical life in the country ? Is the 
‘battle • for the succession’ under¬ 
going far-reaching refinements, even 
mutations ? 

These are new questions, carrying 
within them a host of new challen¬ 
ges and ne,w opportunities, which 
our political parties will haw to 
face whether they approve of the 
Kamaraj Plan or not. And in the 
process we may yet manage to di¬ 
vert our attention from personalities 
and focus on policies — and so 
fashion our salvation. 

The Renouncers : Report has 
it that the ‘six’ have been assured 
that they will be given comfortable 
lodgings and perks in the Capital. 
Presumably, Congress Party funds 
wUl be mobilised to meet this extra 
expenditure on organisation ! 
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Letter from Punjab 






The Fire This Time 
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gOMEONE complimenting Winston 
Churchill once said that his son, 
Randolph, had the father’s guns in 
oratory. “He has the guns, no doubt, 
but does he have the ammunition”? 
asked Churchill. 

Though the Punjab dissidents’ 
guns were booming since long, they 
lacked ammunition. The Rum Piara 
episode was quite a shell, but they 
failed to make more than a loud 
report with it. The Congress High 
Command was not too impressed. 
But now they have received some 
real explosive from an entirely un¬ 
expected quarter. Shri Kadha 
Raman, a former M P from Delhi 
and the A I C C-appointed Return¬ 
ing Officer of the Punjab P C C, 
has accused the official group of 
using police force and other serious 
irregularities in the conduct of 
arty elections. He has suggested a 
igh-level enquiry into the elections. 
His impressons are based on a 
sample survey of various constitu¬ 
encies and he has given a number 
of specific instances like that of 
Jaitu in Bhatinda district — a histo¬ 
ric place where Pandit Nehru was 
once detained in the twenties 
where about a hundred policemen 
were posted near the polling booth 
without anyone calling them. There 
could hardly have been any other 
purpose but one of terrorising the 
voters. Rejecting Raman's version 
of the incident, Kairon has as¬ 
serted that the dissident candidate. 
Kiyasti (a pro-Darbara Singh 
M L A), had himself lodged a com¬ 
plaint in writing with the police and 
had sought their protection. Mr 
Riyasti, in turn rejecting the C M's 
version, says that he had only 
brought to the personal notice of 
the latter that his supporters 
had been guilty of malpractices 
and had never lodged any com¬ 
plaint with the police. He claims 
he was not defeated as he had boy¬ 
cotted the election. 

‘Unopposed’ Elections 
Other irregularites to which 
Raman has referred include suspen¬ 
sion of candidates from Congress 
membership on trivial grounds, un¬ 
justified rejection of nomination 
parsers, vagueness about election 

dates, polling booths, etc. At Amrit- 
aar, for ewtmpje, though th*W *** 


another candidate, the official no¬ 
minee was declared elected unoppo¬ 
sed. Kairon’8 elder son who leads 
the official group in the town, now 
an admirer of constitutional proce¬ 
dures, argues that since under the 
Congress Constitution a candidate 
himself does not sign his nomina¬ 
tion papers, he must cease to be a 
candidate when his original propo¬ 
sers choose to withdraw their pro¬ 
posal. Which is what happened in 
this case. 

So at long last the new Kairon- 
gress Committee has been elected in 
Punjab. The official group claims 
the hacking of about 120 out of a 
total of 130 elected members and 
Kairon can hope to live happily 
ever after, provided some new group 
docs not split away from the main 
group, which might happen in due 
course, if the past is any guide. 
Sardar Barbara Singh was once a 
Kairon-man. 

Secret of Kairon’s Strength 

That Kairon would win was never 
much in question considering the 
mass ‘support’ he enjoys in the 
party ! Rut it is the methods em¬ 
ployed to win that ‘support’ that 
have rarely been anything but ques¬ 
tionable. Being u complete strang¬ 
er even to what Professor 1 awney 
called the “decorous drapery of 
political democracy”, he has never 
shirked doing anythin? which would 
keep him in power. Why the Con- 
cress High Command, and particu¬ 
larly Pandit Nehru whose support 
alone has saved him from many a 
crisis, should condone all that the 
C M does is intriguine. A possible 
explanation could be that while he 
does not bother about democratic 
norms so far as his opponents and 
even supporters within Punjab arc 
concerned, he never tires of projec- 
tinc an imaee of himself as a loval 
follower of Pandit Nehni whom he 
simply calls “the leader”. He has 
been able to identify himself so 
closely with the Prime Minister that 
his critics automatically anoear to 
be Pandit Nehru’s critics also. Or. 
perhaps. Pandit Nehru almost in¬ 
stinctively takes the attack on Kai¬ 
ron to be directed at himself and 
is impelled to defend him. We do 
not know, But fit do know that 


while the C M’s fortunes will not 
be affected by the Kamaraj plan, 
which has been dubbed by some os 
the Yamaraj plan, (“Whatever ‘the 
leader’ tells me to do, I will do 
gladly”, says Kairon) another 
Minister, Sardar Barbara Singh, will 
most probably be asked to commit 
political harakiri. 

Where does the A I C C stand in 
this ? Its own nominee, Kadha 
Raman, having made such serious 
allegations about election malprac¬ 
tices, it may find it difficult to avoid 
an enquiry. It may be mentioned 
here that Kairon’s reaction to 
Radha Raman’s statement has been 
rather violent and quick and he has 
decided to do away with his servi¬ 
ces. He says the P C C must have 
“its own” Returning Officer, who is 
to be duly elected on September 8. 
That this amounts to defving the 
central body is a point that does 
not concern him. The dissidents, 
for their part, have written to the 
Congress President urging him to 
suspend the newly elected P C C 
and appoint an ad hoc committee 
till an enquiry into the episode is 
completed. “The disclosures made 
by Kadha Raman”, they write, “do 
not give a complete account. The 
actual position is much more dis¬ 
tressing and shocking. The ruling 
group had thrown all rules to the 
winds and had even disregarded the 
directions of the A I C C”. ’ 

Sons in Business 

Meanwhile the business ventures 
of the Chief Minister’s sons figured 
in the Rajya Sabha again on August 
29. While the Opposition seemed 
to be pretty exercised over the issue 
and demanded Kairon’s immediate 
removal from office and a judical 
probe into the charges of corruption, 
abuse of power and gold smuggling 
against him and his family, the 
Prime Minister, after staling that 
he was examining with the help of 
some experts, the evidence furnished 
in the Various charge-sheets against 
the Chief Minister, ultimately bru¬ 
shed aside the charges as frivolous 
and refused to admit that there was 
even a prima facie case against 
him. Pandit Nehm accepted ih" 
C M’s plea that his sons had ac¬ 
tuated assets with the beip of tpo- 



ney borrowed' from legitimate sour¬ 
ces and it h&d to be paid back. 

Kairon, happy at the Priu*s 
Minister’® defence, has also declar¬ 
ed that there is nothing “hanky 
panky’’ about hh sons acquiring 
properties worth only Rs 15 lakhs 
or so with borrowed monev. That 
t»ay be so, though one can’t help 
wondering what particular brand of 
Socialism is evolving in Punjab. 
That a prima facie case for an en¬ 
quiry exists is self j evident : how 
else would the Prime Minister be 
still examining the documents with 
the help of experts ? Interpreting it 


gINCE the plan was his, Kamuraj 
had to step down from Chief 
Ministership but he will remain the 
most powerful influence in the Con¬ 
gress and the political life of Tarnil- 
nad for years to come. There are 
enough indications that he is emer¬ 
ging as one of the national figures 
of the Tamils. This is something for 
which Rajaji will never forgive him. 

Sardar of the South 

Many qualities and events have 
combined to raise him to prominence. 
Among Chief Ministers, his lias been 
the longest tenure. This itself needs 
explanation. All the stories about 
his simplicity, ruggedness and ruth¬ 
lessness are true. It is not for no¬ 
thing that he is increasingly called 
the Sardar of the South. There are 
many differences from Vallabhai 
but the silence, the tenacity and the 
personal austeriy are common — so 
also the shrewdness and the capa¬ 
city to exercise power. The life he 
leads, the clothes he wears, and lire 
shoes that he does not wear, the 
house he stays in are all part of 
the man and they project an image 
which is politically very attractive. 

But simplicity is not what has 
taken Kamaraj to the top. Whatever 
one may say of the politics of 
Rajaji, austerity and simple living 
are also the virtues of his complex 
personality. But while earning him 
respect, they have not made him 
more than a sectional symbol his 
age and years of association with 
Gandhiji notwithstanding. His is 
the simplicity of the aristocrat, a 
matter of choice. Kamaraj’s style 
of living is indigenous, so to say. 


charitably, Kairon’s official position 
could have, at least indirectly, per¬ 
suaded the banks, or their local 
functionaries, and other state or pri¬ 
vate agencies to lend substantial 
sums to his enterprising sons. And 
an ability to borrow itself is no 
mean advantage in ‘business'. Besi¬ 
des, all the cinemas, cold storages 
and other ventures they are said to 
own may not be worth just Rs 15 
lakhs. All that one can say here 
is that the mat her deserves to be 
looked into at the highest level, if 
only to establish the innocence of 
all concerned. 


To live in any other way would 
have meant a sharp break from his 
origin. His simplicity is a part of 
his background, just as his lack of 
English is. ■ And here we have the 
due to the legend, 

The form may be the ending of 
Brahmin domination but the con¬ 
tent is a partial shift of class power. 
The pull of the Kamaraj image is 
that of the rich peasant not only 
come to town but dominating it. 
There are Tamil industrialists and 
certainly there is an enormous pro¬ 
fessional strata of the most diverse 
and alive kind. The professional 
strata with their sophistication had 
dominated the Congress and, Tarwil- 
nad’B political life when Rajuji had 
no rival. They remain a most im 
portant segment of the political life 
of the State. In their lower eche¬ 
lons they exercise their influence 
through D M K, a distorted and 
dangerous manifestation of their as¬ 
pirations. But with the advent of 
Kamaraj the shift of power was 
unmistakable. 

Symbol of the Underdog 
Kamaraj appears, to an extent 
correctly, as the symbol of the 
underdog. This again can be ex¬ 
plained in terms of the shorter dis¬ 
tance separating the rich peasant, in 
income and in the style of life, from 
the real underdogs in the villages 
and, to a lesser extent, in the towns, 
i e, the workers. The underdogs 
have not yet had their day. The 
workers, insofar as they are orga¬ 
nised and conscious, continue to 
gravitate towards the Communist 
Party. In some scattered districts 


die agricultural labourers and the 
poorest peasants also pull the same 
way, but as yet they are a minority. 
Differentiation among peasantry 
there is, but not as yet sharp claw 
cleavages which can result In at* 
alternative leadership in the village 
to the rich peasant. 

Kamaraj's Ministry has not been 
distinguished by any particularly 
radical measures. It has not done 
anything to curb the propertied in¬ 
terests, industrial or Cbettiar capi¬ 
tal (the two are no longer mutually 
exclusive, but there is a distinction), 
Kamaraj’s mind does not turn to 
radicalism in politics either, tlreogh 
he has a deep loyalty tQ Pandit 
Nehru. But that does not stop him 
from being vehemently opposed to 
the 0 D S insofar as this is to be 
imposed as a surcharge on land re¬ 
venue. Nor would it be surprising 
if he allied himself, after Nehru, 
with elements in the Congress which 
have not the slightest links with 
socialism. 

Congress Centre Strength *”** 1 

It is the Congress Centre’s natural 
inclination to lean to the Right so 
long as the latter does not threaten 
to overwhelm it. It can be pulled 
to the Left only if the Left is far 
more powerful, united and organised 
than it is today. The Centre acqui¬ 
res meaning and power only in the 
context of the emergence of new 
classes reaching for a place »« t e 
sun, economically and politically. 
Where it will go next will not de¬ 
pend on it alone. But the way in 
which Kamaraj has acted and the 
manner in which others have ac¬ 
cepted his initiative indicate that 
the Congress Centre ha* acquired 
fresh force. 


Sbe Economic KReeKlv 

Foreign Subacrlplion Rate 
Due to increase in foreigtt 
postal rates it has been found 
necessary to revise our foreign 
subscription rate. With effect 
from July 1963, the annual 
foreign subscription will be 
Rs 34, 50s or $ 7. 

A Fernandes 

Business Manager 
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The Perfect, Party Man - 


gpkE Calcutta Club, an' Indo- 
British venture of a limp when 
a British version of apartheid ob* 
tained in this country, has a long 
waiting list of candidates for mem¬ 
bership. On the short list lately 
appeared a name familiar more to 


the hoi polloi than to that small 
section, more or less westernised, of 
the people of Calcutta, which pro¬ 
vides the club with its members. 
Some of the existing members, 
lipver averse to gossip in whispers, 
are wondering who this candidate 
is. As far as is known, he has not 
been “taken round’’, not introduced, 
that is, to the membership commit¬ 
tee in person by his sponsor or 
seconder. None so ignorant, how¬ 
ever, as not to know the identity of 
the man. It is, rather, the nature 
of the man and the nature of the. 
club which do not, us they say, add 
up. 

Tlie Characters 

First the club. Every stable has 
its dark horses, every basket its 
bad eggs. So the Calcutta Club too 
has members who should not be 
there, those who wear dhoti, for 
instance, or for whom the most in¬ 
toxicating drink is fresh lime in 
soda water. But the norm is very 
different. The usual member will 
he a barrister-at-law, telling you 
that to write “bar-at-law” is bad 
manners, or a merchant — but no 
trader, please — or an industrialist 
or a mercantile assistant of some 
seniority or a doctor- Someone may 
wear a bush shirt at lunch hut he 
fa- almost certain to be in at least 
a lounge suit in the evening. Down¬ 
stairs the ladies will be menuahihs. 
Near the swimming pool you will 
see teenagers who have just come 
from doing a Twist. A little bit of 
Americanisation has got in, invit- 
ably; hut Anglkisation is the pre¬ 
dominant note. It is not at all un¬ 
pleasing to see in the Calcutta Club 
some remaining old-world good 
manners. If the club has many 
Idhadi-clad. fireeating, jailgoing 
patriots among its members one. 
somehow, has never met them. 

. ' The new candidate, who has not 
been on the waiting list at all and 
I* now being «Ven priority as a 
distinguished public personality, is 


Shri Atulya Ghosh, M P, Vice-Pre¬ 
sident of the West Bengal Pradesh 
Congress. He has been proposed 
by an obscure tea planter. Obscurer 
are Ghosh’s reasons for wanting to 
join the club or the club's wanting 
to have him as a member. (On the 
matter of joining clubs, incidentally, 
this reporter is at one with Groucho 
Marx: “I’m not going to pay good 
money to join a club that lets in 
people like me’’.) A social revolu¬ 
tion must have taken place in Ben¬ 
gal to bring it about that clubs like 
the Calcutta let in people like 
Aitulya Ghosh and people like 
Atulya Ghosh want to join clubs 
like the Calcutta. What on earth 
has happened ? ’ 

There is a fact to mention before 
we proceed further with our en¬ 
quiry. Sankar Das Banerjee, now 
President of the Calcutta Club, is 
also West Bengal’s Finance Minis¬ 
ter; so a Congressman. He never 
quite manages to conceal his con¬ 
tempt for the average Congressman. 
He believes in non-Prohibition and, 
it must be said, he practises his 
belief. (It is certainly not true 
that no Congressman practises what 
he preaches.) Banerjee was a 
highly successful barrister before 
Dr Roy talked him into politics. He 
was Speaker for a time, resigned, 
it is said, because he could not 
afford to live on the measly salary 
paid for that office. As Finance 
Minister he is not paid any more; 
how he has been persuaded to 
accept office this time is a matter 
for futile speculation. By the way, 
he is also Minister for Transport. 
A K Basu, a former President of 
the club, was also a Congress M P 
for some time, another successful 
and completely westernised barrister. 
So, while it is not true that the club 
has no Congressmen as members, 
there has been none of pre-Indepen¬ 
dence vintage — until Shri Atulya 
Ghosh. 

.Social Climbing 

As Max Weber has shown in “The 
Religion of India", Hindu society 
has never really been as rigidly 
caste-ridden and blood-based as is 
generally thought not only in the 
west but also in India. There are 
instances, thousands of them, of 


nan — ■ ■. 

untouchables making mo»ey,v*hwi 
paying brahmins to impfove (heir 
caste status and finally moving kto 
a distant village with new sur¬ 
names, completely wiping oiit the 
past. Social mobility Has admittedly 
been, slow; but it was npt non-exis¬ 
tent. In the British days a lower 
middle class family produced an 
ICS; and its whole face wa * 
overnight transformed. like kny 
other'club, the Calcutta Club has 
members whose grandfathers would 
not have dared to come within-miles 
of the club. To go back to Weber, 
as a sudra proclaimed himself a 
brahmin and was accepted as such, 
there was a two-way impact. (No, 
not Dr Ward's two-way mirror.) 
The entrant’s pattern of behaviour 
changed almost beyond recognition; 
the “ almost ” is important But 
the receiving community also under¬ 
went some change, for the sudra 
could not possibly forsake all his 
ways and some: of his rituals were 
accepted by the community. Today 
in India it will need a great anthro- 
pologist-cum-sociologist to tell us 
which of the so-called Hindu festi¬ 
vals are brahminical and which ab¬ 
original in origin. 

Life of Parly 

The point of it all is that a force¬ 
ful personality like Atulya, Ghosh 
cannot enter the Calcutta Club 
without influencing it in many ways, 
even if he uses only the club- libra¬ 
ry which is said to be the idea- 
Equally, an old institution like the 
Calcutta Club cannot possibly take 
a new member without, slowly if 
not immediately, conditioning his 
ways and thoughts. The results of 
this most interesting experiment 
may have lasting effects on the Ben¬ 
gal scene, social as well as political. 

We all know the sort of man 
generally referred to as “the life of 
the party”. The phrase could be 
applied to Atulya Ghosh, Hut in a 
very different sense. Shri Ghosh is 
the life of the Congress Party in 
West Bengal; and his fife without 
the Congress Party is simply not 
imaginable. No more imaginable 
is Shri Ghosh putting on *: dinner 
jacket and going to the Calcutta 
Club for small talk and ‘smaller 
whiskies. Is it possible, then, that 
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members of the club will on a sud¬ 
den change their character and get 
interested in auch things as khadi 
or village welfare ? It all seems in¬ 
credible. 

Yet there will be interaction; per¬ 
haps the process started long ago, 
long before Atulya Ghosh wanted 
to be a member of tbe Calcutta Club 

Book Review 


and the club thought of having him. 
The change, again, may have been 
two-way. Congressmen are not what 
they used to be; again, not all the 
changes have been for the better, 
Nor is the Calcutta Club what it 
used to be; again, not all the chan¬ 
ges have been for the better* “Hie 
coming together of the Calcutta 
Club and Atulya Ghosh has been 


made possible not by the dub shed¬ 
ding its exclusiveness nor by Ghosh 
forgetting his erstwhile aversion to 
the good things of life but by a 
transformation of the entire scene 
in wbich Gentlemen are gentlemen 
no more and Players observe no 
rules. They use tbe same gate. Gate 
of heaven ? 

— Flibbertigibbet 


In Two Russias 


Subfaaah Chandra Sartor 

Tbe Flying Troika (Extracts from a Diary of India’s Ambassador to Russia, 

University Press, Bombay, 1963. Pp 380, price Rs 20,00 


THIS 

is a disappointing book 
especially when compared to 
its companion volume, “Russian 
Panorama” which is both interest¬ 
ing and instructive. Shri Menon’s 
style is very readable, but as a poli¬ 
tical diary of a diplomat who was 
accredited to the Government of the 
USSR for nearly ten years. “The 
Flying Troika” is uncommunicative. 
Shri Mcnon does not have much to 
say on Indo-Soviet relations beyond 
what is known to the average news¬ 
paper reader (this is not very sur¬ 
prising perhaps in view of the 
necessary curbs on officials, who 
write about matters concerning the 
Government of the day); nor does 
he provide an insight into the work¬ 
ing of the Soviet foreign office, the 
life of diplomats in Russia, or of 
the small Indian community living 
there, the personalities he encoun¬ 
tered in Moscow, Russian and 
others. Penetrating observations are 
surprisingly few and far between. 

An Official 1 * Account 
Shri Menon throughout expresses 
a point of view which is largely 
impersonal and in keeping with 
official views. This, however, is 
understandable in view of his long 
association with the administrative 
machinery of the Indian Govern¬ 
ment, particularly with the Ministry 
of External Affairs both under the 
Rritish (he was the first Indian to 
be admitted into the all-British For¬ 
eign and Political Department, fore¬ 
runner of the Ministry of External 
Affairs) and after independence (as 
Foreign Secretary). To the extent 
he could express himself frankly he 
has done so — in respect of Mr 
Khrushchev (whom he frankly ad¬ 
mires), Mr John Foster Dulles (of 


whom he is highly critical), Boris 
Pasternak (whose courage and patri¬ 
otism he extols and whose persecu¬ 
tion at the hands of the Soviet As¬ 
sociation of Writers he condemns) 
and Zhukov, the Soviet military 
leader (whosp denigration as a mili¬ 
tary genius he deplores). 

Shri Menon’s derision of the 
Dulles policy of brinkmanship finds 
eloquent expression in his observa¬ 
tions on the battle of Dien Bien 
Phu, the outcome of which he hails 
with enthusiasm. “I heard the news 
with the same thrill of pride as, 
when a child, I heard of the defeat 
of Russia by Japan at Port Arthur. 
In both cases a small Asian nation 
showed that it was more than a 
match for a great European power”, 
he says (p 80). In the eight-year old 
war in Indo-China the French losses 
were 92,000 killed, 114,000 wound¬ 
ed and 28,000 missing, while the 
expense amounted to the equivalent 
of £ 3,000 million. The French were 
bled white “. . . and America, 
which egged them on to continue a 
hopeless fight, is writing articles on 
the heroism of the defenders of the 
free world”, (p 79) 

Shri Menon is fair enough to re¬ 
cognize Dulles’s strength. Towards 
the end of his diary he reports a 
conversation with Khrushchev in 
which the Soviet leader, while ex¬ 
pressing his disapproval of the poli¬ 
cies of Dulles, appreciated the firm¬ 
ness of tbe U S Secretary of State. 
Dulles, said Khrushchev, was a per 1 
son who knew his mind, possessed 
great authority and could take a 
decision at his will. He was quite 
different from the present-day 
American Government functionaries 


1952-1961) by K P S Menon, Oxford 

who “were behaving like goats, 
jumping in different directions, not 
knowing what they wanted”, (p 310) 

Shri Menon has written in greater 
detail on Hungary in his “Russian 
Panorama”. There is, however, one 
startling piece of information here. 
During Shri Menon’s ninety-minute 
farewell interview with the Hunga¬ 
rian communist leader Janos Kadar 
in April 1961, the latter disclosed 
that the late Imre Nagy, before his 
execution, had been offered his life 
if he would sign a declaration that 
he no longer considered himself head 
of the Government of Hungary; 
this Nagy refused to do which comes 
as further confirmation of the man’s 
greatness. 

The murder — for it is nothing 
short of that — of Imre Nagy is a 
blot on recent Soviet history. He 
had taken asylum in the Yugoslav 
Embassy in Budapest. When he 
came out of the embassy building, 
on an assurance of safe conduct to 
Yugoslavia, he and General Maleter 
were kidnapped by the Soviet 
authorities, and both were later exe¬ 
cuted. This was in clear violation of 
international law. 

Before and After Khrushchev 

There are some interesting refer¬ 
ences in the book to aspects of 
Soviet society. The Soviet Govern¬ 
ment did not send a message of 
condolence when Gandhi was assas¬ 
sinated; the Soviet press completely 
ignored the traaedy (p 18). Even 
interpreters refused to translate 
what they considered undesirable- 
references to Gandhi. Shri Menon 
refers to an instance of an Indian 
visitor having to leave a meeting 
because the interpreter refused to 
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long ago, an exquisite princess 
is being married to a young 
Marwar prince. The eternal 
vows are on their lips when, suddenly, 
a blood-stained messenger stumbles in: 
“My Prince! Make haste, the 
enemy...’’ The young prince dons 
armour and rides away. 

He is killed the same evening. The 

{ >rince>s hastens to the battlefield and 
ooks at her dead prince. “Let music 


commence, read the sacred texts,’’ she 
commands, “for 1 shall now complete 
the marriage,” She mounts the pyre 
and sits next to her prince. As the air 
trembles with the chant of Vedic hymns 
and the weave of gay lutes, the flames 
lick away... 

Stories such as this make the legend that 
is Rajasthan. To hear the legebds and 
myths of, our country is one of the 
pleasures of motoring. And you discover 
so much more when you go by road. 
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TOURISM BOOSTS NATIONAL INCOME, BRINGS IN FOREIGN EXCHANGE 










translate his 


gde&tmm to 
Gandhiji (p 13$). . Similarly the 
Soviet press failed to report toe re¬ 
marks of Dr Radhakriahiian, then 
Vice-President of India, during his 
visit to the Soviet Union in June . 
1956 (p 155). ■' 

it 4» only fair to note that some 
officials in India can be equally 
suspicious of anything new or un¬ 
usual. In 1947 when Shri Menon 
was Foreign Secretary to th^ Gov¬ 
ernment of India, the Board of Cen¬ 
sors banned, a film showing a Soviet 
May Day Parade “on the ground 
that it would unduly imprest Indians 
with the Soviet Union’s ' military 
strength; and I had to step in tp 
get this decision reversed”, (p 197) 

Contrary to popular belief, Shri 
Menon points out, there are classes 
in the Soviet trains ;— ‘hard’, ‘soft’ 
and ‘international’ (p 109). — and 
on Soviet ships — five classes rang¬ 
ing from the 6,000 rouble luxury, 
class to the lowest costing 2,80o 
roubles by the Pobeda for a 24-day 
trip (p 159). 


h*eh lets opposed to Sulfifr - me¬ 
thods than the USSR is that China 
is in' that stage of- development in 
'which the USSR'was under Stalin” 
(p 211). 

On ibe Sino-Indian Conflict 

As an officer with a long iecord 
of service in the Ministry of Exter¬ 
nal Affairs of the Government of 
India and as a skitful, knowledge¬ 
able and. Widely travelled diplomat, 
Shri Menon’s observations oh the 
India-China bolder problem are 
bound to be read with great inter¬ 
est. He considers it unfortunate that 
it was not possible to reach an 
agreement on the -border dispute 
when an agreement was still possi¬ 
ble and adds : 

“The north-eastern frontier is 
, of vital importance to us, whereas 


the Chin area is of little use, 
, being hardly defensible; but 
Aksai Chin is of vital importance 
to China because it connects the 
two outlying, and historically 
troublesome regions, Tibet and 
Sinkiang. Unfortunately, public 
opinion in India was so excited 
over the prestige value of this 
area that the Government was 
left with no room for manoeuvre. 
Moreover, the bureaucratic fervour 
of both Foreign Othces and their 
passion for exchanging notes 
embittered the relations between 
the two countries. The incident 
demonstrated how, in the hast as 
well in the West, men and nations 
can be propelled towards an 
abyss which all are anxious to 
avoid" (p 320). 


Progress of the Backward 

Report of the Commissioner for Scheduled Castes and Scheduled Tribes* 
1961-62 (Eleventh Report) 


Shri Menon is unreserved in his 
pfaise of Khrushchev’s liberal poli¬ 
cies — both at home and abroad. 
Stalin’s death has induced, among 
other things, a more intimate contact 
between foreign diplomats and the 
Soviet Foreign Ministry. . “The 
change in the manners on the part 
of the Soviet officials has been ac¬ 
companied by a change in the man¬ 
ner of writing” of Soviet newspapers, 
which “are less vituperative”, (p 
144) There has been a noticeable 
change in the approach to foreign 
governments which “is more than a 
matter of style; there is substance 

behind it”, (p 145) 

Yet in terms of long-term deve¬ 
lopment of the society in USSR and 
her international' relations there is 
room for questioning the wisdom of 
all the changes brought about by 
Khrushchev. Under Stalin social 
development had a purposive direc¬ 
tion which is absent under Khrush¬ 
chev. This can. be admitted without 
endorsing the crimes and excesses 
of the Stalin era and giving credit 
to Khrushchev for his courage in. 
exposing the crimes of the Stalin 
era. But to the question : what is 
the goal the Soviet Union is heading 
towards ? the reply is far from clear. 

On the Sino-Sovret rift, Menon 
notes that a . reason “why China has 


THE 

social and economic disabili¬ 
ties of under-privileged minori¬ 
ties — popularly equated with 
“untouchability” — is a feature of 
Indian life widely known abroad 
and deeply regretted (officially) at 
home. Thus, the Constitution of 
India in the Directive Principles of 
State Policy places alongside such 
general economic ideals as the as¬ 
surance of an adequate livelihpod 
for all citizens, the promotion ‘‘with 
special care” of the educational and 
economic interests of the weaker 
sections of the people. The means 
by which this is to be achieved is 
also provided in the Constitution. 
But socidl change is notoriously 
slow; certainly, it cannot be accom¬ 
plished by a legal snap of the fin¬ 
gers. In recognition of this, the 
-original “grace period” of 10 years 
embodied in the Constitution for 
special legislative representation for 
the backward classes had to he ex¬ 
tended by another 10 years. While 
the aim of planning is the improve¬ 
ment of the living conditions of the 
whole society, separate allocations 
have been made in all three plans 
for special programmes of welfare 
for.-the scheduled castes, tribes and 
other backward classes. But their 
success, the Third Plan admits, is 
“difficult to measure”. 


Any one seeking in the Eleventh 
Annual Report of the Commissioner 
for Scheduled Castes and Scheduled 
Tribes a systematic evaluation of 
the policy of social uplift is bound 
to be disappointed. This is not be¬ 
cause the Report is not sufficiently 
exhaustive; it deals, in separate 
chapters, with the various aspects of 
the programme; it is also plentifully 
endowed with statements, appendi¬ 
ces and annexures which form a 
separate volume. But if it is at all 
possible to quantify social progress 
and work out indices of advance¬ 
ment of the under-privileged, the 
Report does not attempt it One 
might be inclined to consider the 
data on the cases registered under 
the Untouchability (Offences) Act 
as an indicator of the incidence of 
untouchability. But the Report 
warns that this cannot be, since 
most cases of violation of this tac¬ 
tile law never reach the police, for 
obvious reasons. 1 

Halting Implementation 

As a record of the year’s adminis¬ 
tration, however, the Report gives 
plentiful and revealing details of 
the difficulties encountered in the 
implementation of policy. Most of 
these appear to stem from the basic 
nature of the governmental raachi- 


i 


1513 






■;-v -' 


^ivWWi' , 






Tint ■ ttimMi- * mm 


Wry. Repeatedly through the Re¬ 
port, State Government? are pulled 
tip* Individually and collectively, for 
their laggardness. The most telling 
criticism is about the implementa¬ 
tion of the plan schemes; the actual 
expenditure on the schemes, predic¬ 
tably, falls short of allocations 
made. The gap is more pronounced 
in the case of schemes for scheduled 
tribes. The experience of a decade 
of working the plans, the Report 
points out with regret, has not been 
of avail. As for the provision of 
Rs 260 crores made over and above 
the Plan allocations for rural works 
programmes, schemes for drinking 
water etc. the response from the 
States is “very poor”. If the pro¬ 
gress of the backward classes is 
slow, it is apparently not because 
of the inadequacy of financial allo¬ 
cations. “If all these programmes 
are carried out efficiently and with 
a sense of urgency” says the Report 
“there is no reason why the legiti¬ 
mate aspirations of the backward 
communities to come up to the level 
of the advanced communities should 
not be fulfilled in the not too dis¬ 
tant future”. 

As it is, the office of the Commis¬ 
sioner for Scheduled Castes and 
Tribes shows signs of frustration at 
the general lack of enthusiasm and 
cooperation. The State Governments 
take too long over investigating 
complaints of the practice of un- 
touchability, harrassment, etc, re¬ 
ferred to them by the Commissioner. 
An attempt to collect information 
on the concessions and privileges 
enjoyed by the scheduled tribes in 
the forest areas in each Stale was 
foiled because the Governments 
(with the sole exception of that of 
Tripura) just did not respond. 

Particular instances of slackness 
in the States are abundant. For in¬ 
stance : Maharashtra, Orissa and 
Mysore are judged to have failed 
in taking adequate steps for the con¬ 
trol of forced and bonded labour; 
in Andhra Pradesh, some houses 
constructed for tribals were occupi¬ 
ed by officials of the Stale govern¬ 
ment (“this attitude on the part of 
the officials is highly undesirable 
and leads to discontentment among 
the tribals”). In some units of 
Orissa, land belonging to tribals 
has been taken away for plantation 
without payment of compensation. 
The Tribal Research Institute in 


Bihar ban proposed to utilise the 
allocation meant for expansion of 
research activities and training 
programmes for the construction ol 
nuitdings. And so on and on. 

Education and Employment 

Since the policy of special treat¬ 
ment for the backward classes rests 
primarily on education, employment 
and political representation, these 
aspects of policy are of special in¬ 
terest. One question that suggests 
itself immediately is, how many 
students, belonging to the scheduled 
castes and tribes, are there in colle¬ 
ges and schools now as compared to 
JO years ago ! The Report unfortu¬ 
nately does not provide this type of 
information. The physical targets of 
the plan programmes are given in 
terms of the number of scholar¬ 
ships. It is with operational diffi¬ 
culties that the Report is primarily 
concerned — with such facts as the 
failure of some State Governments 
to place sufficient funds with edu¬ 
cational institutions for the speedy 
disbursal of scholarships and the 
absence of special reservations in 
some universities. 

However, information on the 
number of scheduled caste and 
scheduled tribe employees in Gov¬ 
ernment service is given. And the 
position is considered generally 
disappointing despite the “fairly 
satisfactory” representation in the 
All-India Services. Employment in 
Centra! Government services, for 
instance, is far short of the reserved 
quota of 12$ per cent for scheduled 
castes and 5 per cent for scheduled 
tribes. One reason given is that 
qualified backward class candidates 
are rejected on the basis of marks 
secured in oral interviews. Not just 
the backward classes but many 
others besides would agree, with the 
Report’s remarks on this form of 
subjective evaluation and its sugges¬ 
tion that, at least for junior posts, 
interviews should be done away with. 

Political Representation 

The special treatment in regard to 
political representation, effected di¬ 
rectly through reservation of. seats, is 
to last until 1970, The Report, how¬ 
ever, feels that it can come to end 
only when a “large number” of per¬ 
sons from the scheduled castes and 
tribes are elected from general con¬ 
stituencies. And in this, all politi¬ 


cal parties have a role to play. They 
should set tip as many suitable 
backward class candidates as possi¬ 
ble. This consideration is apparently 
not given much weightage at pre¬ 
sent. In the Lok Sabha now there 
is only one member belonging to 
the scheduled caste and 2 belonging 
to scheduled tribes, returned from 
general constituencies. The position 
was a little better in the previous 
Lok Sabha which had respectively 
6 and 3 such members. 


Commonwealth in International 
Trade 

^BOUT 30 per cent of the total 
imports into the European 
Community and European Free 
Trade Association countries last 
year came from Commonwealth 
countries, according to the Com¬ 
monwealth Economic Committee 
in a report entitled “Common¬ 
wealth Trade, 1962”, published 
last week. 

The report shows that the Com¬ 
monwealth contributed to the fur¬ 
ther increase in international trade 
last year, hut accounted for a 
slightly lower proportion of the 
world total than in earlier years. 
The Commonwealth's share of the 
value of world exports, excluding 
those of the Sino-Soviet bloc, fell 
from 24 per cent to about 23 per 
cent. Total Commonwealth pur¬ 
chases (worth more than £12,000 
million) accounted for almost 26 
per cent of world imports. 

Commonwealth countries sold 
about 34 per cent of their exports 
and bought 31 per cent of their im¬ 
ports within the Commonwealth. 
They increased their trade with 
non-Commonwealth countries to al¬ 
most £6,700 million for exports 
and £7,750 million for imports. 
Much of this expansion was with 
the United States, which provides 
a market for about one-fiftn of the 
total of Commonwealth exports- 
Most Commonwealth countries 
shipped goods to a higher value 
than in 1961 to this market. The 
increase was most marked for 
Australia — £104 million compar¬ 
ed with £76 million. Common¬ 
wealth countries also bought more 
from the United States, largely 
because erf increased purchases by 
India, Canada, Australia, and 
Pakistan. 
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ancies in Official Export Statistics 


J D Sethi 


The estimates of the value of exports as made by the Exchange Control Division of the Reserve Bank 
and the Director-General of Commercial Intelligence and Statistics ] have shown marked differences over the 
yean. The Reserve Bank has explained the differences as being caused by the time-lag in the recording of 
exports by Me two agencies. * 

l * ' ‘ J H' V , 

If, however, this were the complete explanation, either of the two estimates may bp higher or lower 
than the other, not only from year to year but also from month to month. But the statistics tell a different 
story. For all the years up to 1957-58 and the first half of 1958-59, the estimates of the Exchange Control 
Department of the Reserve Bank were higher than those of the DGCIS, whereas in the subsequent years the 
position has been reversed. 


An attempt is made below to provide a more complete explanation of the divergence between the 
two estimates of exports than that provided by the Reserve Bank. 


jSjEVERAL contradictory statements 
about the “true” export earn¬ 
ings of India and confusing expla¬ 
nations in support of each of these 
estimates have appeared in the 
press. Government spokesmen have 
made, the confusion worse by quot¬ 
ing one or the other estimate as it 
suits the spokesman of a particular 
department. Despite the fact that 
an authoritative publication of the 
Reserve Bank* lists and explains 
the various sources of discrepancy 
between different estimates, there is 
no end to speculation about the 
“true” export figures. The Reserve 
Bank is partly to blame for this 
confusion because it has not pro¬ 
vided complete information on the 
subject in this publication. 

In the table are given three diffe¬ 
rent estimates of exports published 
by different official agencies, Coi- 
umn (4) gives export figures in 
value as recorded by the Exchange 
Control Department of the Reserve 
Bank. Column (2) lists estimates 
by the Director General of Com¬ 
mercial Intelligence and Statistics. 
These estimates are those which 
Reserve Bank; publications attribute, 
to .DGCIS. Column (3) gives such 
estimates as are directly available 
from the Ministry of Industry and 
Tirade. (All estimates are fob). 
There is discrepancy not only bet¬ 
ween (2) and (4) which is largely 
recognised but also between ‘ (3) 
and (2) for which no satisfactory 
explanation is offered. Sometimes 
figures are marked as “provisional” 

i ' i 

* Reserve Bank of India: “India's 

Balance of Payments, 1948-49 to 1961- 

62” Bombay, April 1963. - ’ 


but in subsequent issues little care 
is taken to explain corrections, ex¬ 
cept in the Reserve Bank publica¬ 
tions. 

Direction of Divergence 

The purpose of this note is to 
find out whether satisfactory expla¬ 
nations exist for these discrepan¬ 
cies, for discrepancies exist in the 
export estimates of other countries 
as well. To get at the correct figures 
is not merely an academic exer¬ 
cise, but . has serious implications 
for policy and its effective admini¬ 
stration. Controversies have crop¬ 
ped up over policy, but they rest 
largely on statistical discrepancies. 

Is there any definite direction in 
which the estimates of the Ex¬ 
change Control Department of the 
Reserve Bank and the DGCIS 
differ? For, if the direction was 
known, the causes for the differ¬ 
ence could probably be located 
successfully. Sometimes the Reserve 
Bank estimates are higher than 
-those of the DGCIS and at others 
the pOsitibn is reversed. The usual 
explanation offered for the differ¬ 
ence betVvecn the two estimates is 
that the transactions in the balance 
of payments do not coincide with 
the transfer of ownership of the 
good sold. The date of physical 
export of goods need not Coincide 
with th6 date on which the title to 
the goods is transferred to foreign 
residents. An exchange record 
covers payments made during the 
reporting period for merchandise 
export which iriay have occurred 
in a previous period or may not 
occur until later, as in the case of 


prepayment. In the exchange oun» 
trol records exports are entered 
after the goods have been shipped 
and this may or may not occur in 
the same month as that in which 
the shipment has figured in the 
customs data. 

Elsewhere, however, the Reserve 
Bank states that since balance of 
payments is a double entry system, 
both legs of each transaction may 
not have been consistently entered 
in the accounts and, therefore, 
finally the differences find place in 
what is called ‘Errors and Omis¬ 
sions’. The actual payments against 


Estimates of Exports 

(Rt Crores) 




_(2)_ 

(3) 

_J4) 

J3)_ 

1948-49 

459 

(a)' 

483 

+24 

1949-50 

506 

(a) 

514 

+ 8 

1950-51 

601 

624 

647 

+46 

1951-52 

733 

743 

730 

— 3 

1952-53 

577 

577 

602 

+25 

1943-54 

531 

531 

540 

+ 9 

1954-55 

593 

594 

597 

+ 4 

1955-56 

609 

610 

640 

+39 

1956-57 

620 

613 

635 

+ 15 

1957-58 

635 

561 

669 

+34 

1958-59 

573 

573 

576 

+ 4 

1959-60 

639 

639 

627 

—12 

1960-61 

646 

645 

631 

—16 

1961-62 

677 

665 

668 

- 9 

1962-63 

699 

694 

,(«) 


Nose : 

All figures 

> ate 

FOB. 



(a) Comparable figures are not 
available. 
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and receipts from a bill may Be 
had at a date later than when the 
bills are actually drawn and credit¬ 
ed or debited accordingly. This 
difference between the time of cre¬ 
diting the accounts and that of 
actual receipt, results, according 
to the Reserve Bank, in a discre¬ 
pancy between the current and 
capital accounts. ‘’If exports are 
rising and if receipts follow the 
actual exports of goods, an increase 
in assets may appear after the ex¬ 
ports have taken place causing 
missing credits to show up as errors 
and omissions”, (op cit, p 6). All 
this is. however, a mere accounting 
adjustment. What is surprising is 
the occurrence of differences due 
to the time lag. at two places: one 
in the recording of fob values and 
the other in “errors and omissions". 
Besides, it also reveals that the ex¬ 
planation given in terms of the 
time-lag in recording is unsatis¬ 
factory. 

If the explanation offered by the 
Heserve Bank were the only true 
one, either of the two estimates 
may he higher or lower than the 
other, not only from year to year 
but also from month to month. 
However, the statistics tell a diffe¬ 
rent story. For all the years upto 
1957-58 and the first half of 1958- 
59, the Reserve Bank ECO export 
figures were higher than those of 
the DGC1S, whereas for all subse¬ 
quent years the trend has been 
reversed. It is impossible that the 
lag in .recording should have been 
for many years unidirectional and 
then reversed itself in the subse¬ 
quent period. 

Link with ilnder-Iiivuieing 

In the absence of a satisfactory 
explanation, it has been suspected 
that it is the widespread under¬ 
invoicing of exports (along with 
over-invoicing of imports) which is 
what causes the difference. A lot 
of confusion and misunderstanding 
has been caused by the. assumption 
that under-invoicing of exports and 
the discrepancies in export figures 
are inter-related. For instance The 
Economic Times (April 5, 1963 > 
reports: 

“The Reserve Bank figures of 
exports are lower by Rs 17 crores 
than the figures of the Commerce 
and ‘Industry ’ Ministry, it is 
learnt. Hie wide disparity in 


dm two figures k causing some 
concern in the Ministry. It is 
feared that some exporters might 
have done under-invoicing on a 
large scale”. 

Is there any causal relation bet¬ 
ween the disparity in export figures 


and under-invoking of exports? In , 
this connection, it needs to be stated 
at the outset that die estimates of 
the Reserve Bank and the DGC1S 
are not made from absolutely inde¬ 
pendent data. In fact, h is the 
same long-drawn out, time-consum- 



n towards progress ... 


India Steamship Co., Ltd., has 
a steady record of progress... 
Since Independence, its ton¬ 
nage has increased from about 
85,000 D.W. tons to over 
200,000 D.W. tons—more ton* 
nage being still on order. 

Its services are alto extending 
to various trade routes. After 
initial consolidation in the 
India-U.K.-Continent trade— 
the Company entered the 
Indo-Soviet service to the 
Russian Black Sea ports in 


1956 and later to Rumanian 
porta. In 1959 the Company 
forged still another link in the 
overseas with South America, 
and in 1960 it extended its 
service to Poland. 

Their experience and reputa¬ 
tion for fast, efficient and 
dependable service built on the 
personal care given by their 
experienced officers and crew 
to the cargo entrusted to them, 
have earned them the goodwill 
of their customers. * ‘ 
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BY INDIA STEAMSHIP COMPANY 
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ing, and permissiofl- 

obtaining process, from the "first, 
contract to the actual shipment, 
which produces data and docu¬ 
ments for both the agencies. What 
really happens is that one of the 
agencies short-circuits this process 
for the data received and ignores 
the remaining transactions involved. 
A brief statement here of the pro¬ 
cedure of recording of exports will 
be useful. 

The Reserve Bank’s export fig¬ 
ures are added up from what are 
called G R forms, which are sup¬ 
plied to the Bank in triplicate, at 
different time intervals and after 
completing necessary formalities, 
by the exporter, the exporter’s bank 
and finally the customs office. Un¬ 
less all the three copies of the 
C R forms finally reach the Re¬ 
serve Bank, no final recording is 
made, and since all the three forms 
must give exactly the same infor¬ 
mation, no discrepancy should 
arise here. The value of export 
given in the G K forms may be less 
than the real values and thus an 
element of under-invoicing may 
creep in. But this under-invoicing 
cannot he related to any discre¬ 
pancy between the statistics of fx- 
ports collected by varying agencies. 

DGCIS collects its data from 
shiping bills, which are again 
framed from the data as supplied 
in the G R forms. But G R forms 
are not required to provide all the 
information because some informa¬ 
tion such as freight and insurance 
are simply not available at the ' 
time when the G R forms are first 
filled. However, no serious discre¬ 
pancies should arise normally if 
all export invoices are prepared in 
rupee currency and at f o h prices. 

Shipping Bills and G R Forms 

Discrepancy arises between values 
of exports given in shipping bills 
and G R forms. Shipping bills, 
which form the basis of DGCIS’s 
export figures, are prepared for 
fob values, whereas the G R 
forms are on the basis of the total 
value. In the latter the cost of 
freight, insurance etc, is only esti¬ 
mated in advance when G R forms 
are prepared. The actual cost of 
these items may be more or less 
than the estimated value. If the 
exporter inflates or deflates these 


costs, the Reserve Bank figures 
would he correspondingly more or 
less than the DGCIS’s figures- The 
Reserve Banfi is really interested 
only in the declaration of the total 
contracted export earnings and not 
merely in the declaration of f o b 
values. 

A large number of traders, parti¬ 
cularly foreigners, prepare in¬ 
voices in foreign currencies and 
on c i f basis. The custom autho¬ 
rities try to separate, by their own 
system of rough estimation, fob 
export values from c. i f values, 
because the customs require an 
fob value declaration, on the basis 
of actual or estimated prevailing 
prices, at the port, at the time of 
shipment. In case of c i f bills the 
customs estimate their own fob val¬ 
ues. The actual difference between 
fob and c i f values, when actual 
payments for freight, insurance etc. 
are made, is not likely to be the 
same as estimated earlier by the 
customs, It is dear, therefore, that 
fob values shown in the shipping 
bills in the case of c i f invoices 
cannot be the exact fob values. 
The discrepancy, therefore, in the 
estimates of the RBJ and DGCIS 
can be partly traced to this diffe¬ 
rence between the real and esti¬ 
mated values of exports. Whatever 
may be the degree of under-invoic¬ 
ing in any invoice for exports it 
cannot be related to this discre¬ 
pancy in any way whatsoever. 

Short Shipment 

One additional discrepancy which 
emanates from this procedure can 
be traced to invoices made up in 
foreign currencies. In the prepara¬ 
tion of shipping bills and bills of 
lading, the customs clearing agents 
use some conversion rate, based 
usually on the then prevailing 
market rate, which is generally not 
the same as that at which the 
bankers convert the foreign cur¬ 
rency when actual bills are offered 
for conversion. The time lag ex¬ 
plains the difference between the 
estimated and the actual conversion 
rates. Obviously, even this discre¬ 
pancy has nothing to do with 
under-invoicing of exports as such. 

Another factor which could cre¬ 
ate discrepancy is what is commonly 
called short-shipment, ie, shipment 
which could not take place at the 
last moment after all the docu¬ 
ments were ready. This difficulty 


is faced fjjjjjt''. upcountry exporters j 
who sometimes find that goodt 

contracted for export are not avail¬ 
able, for one reason or another, at 
the time when the ship by which 
the shipment of goods had beeu 
arranged is to leave. On the other 
hand, shipping bills are all ready, 
approved, submitted, and recorded 
in advance of the shipment. The 
daily list of exports issued by the 
customs to the DGCIS is prepared 
on the basis of the shipping bill. 

Therefore, the sources of discre¬ 
pancy are more than one and can 
certainly be traced. The explanation 
that the differences arise due to the 
time-lag in recording figures, the 
Reserve Bank’s explanation, is not 
a complete one. But the suspicion 
that the divergence possibly arises 
on account of under-invoicing of 
exports should be dispelled. It js 
difficult to comprehend how an ex¬ 
porter can submit two different 
values of his exports and not run 
the risk of being caught for cheat¬ 
ing, particularly when the same 
authority ultimately receives both 
estimates, i e those given in ship¬ 
ping hills and in the G R forms. 

Some Wrong Notions 

There is no doubt, however, that 
under-invoicing and over-invoicing 
are practised on large scale. It 
becomes necessary, therefore, to 
throw some light on the subject at 
least indirectly by removing some 
wrong notions about it. First, 
large scale under-invoicing can be 
practised only by large exporters 
who have their agents abroad or 
are themselves agents for a foreign 
company. For an ordinary ex¬ 
porter under-invoicing will only 
mean losses. Second, with export 
promotion incentives, for an expor¬ 
ter of goods on which large bene¬ 
fits exist, it may be profitable even 
to over-invoice exports. Third, 
even in the case of imports, an 
importer may conceivably under¬ 
invoice instead of over-invoicing. 
Take the case of raw material im¬ 
ports. By over-invoicing an im¬ 
porter will incur large losses, for 
heavy duties have to be paid on 
imports. He can reduce these 
losses by under-invoicing imports. 
This also applies to certain other 
imports like automobiles and then- 
parts, etc. However, in the case of 
imports of capital goods, over-in¬ 
voicing will certainly he useful. 
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"A solemn and public pledge,” said Tata-Fison . 

“To create 1” said Ralli, thinking of fertilizers . 

“To grow healthy crops—ensure bumper harvests— 

feed India’s millions.” 

“To destroy 1” thundered Tata-Fison thinking of pesticides. 

“We’ll exterminate scurvy pests, villainous insect 
and strangling weeds.” 

' r "* 
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“In short,” they said together , "a public pledge 

to cover the-field f” 







Tata-Fison and Railis have com¬ 
bined their separate marketing 

'i, i* * • . , / , 

organisations into a single, unified , 
; service. For the future, all Tata- 
Fison products will he marketed 
by Railis Fertilizer and Pesticides 
Division. The merger will prove 
of immense benefit to the Indian 
farmer. For the first time, one 
integrated service will provide 
advice and products covering 
both crop growth and crop pro¬ 
tection throughout the country 
, ...a notable contribution to the 
cause of agricultural progress. 
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Nepal’s First Budget under the Constitution 




Y P Pant 


Nepal's budget for 1963-64 is the first under the Pane hay at i constitution. 

Though the budget does not contain anything that is new in t principle , the pruning o] lion-develop¬ 

ment expenditure, and the creation of a surplus for diversion to developmental activities are its significant 
features. In this respect the budget reflects the Government's anxiety to reduce the country’s excessive de¬ 
pendence on foreign aid by mobilising internal resources to the maximum. 

The budget also marks a definite stage in the reform of Nepal's financial system. 

[The views expressed in this article are the author’s own and have nothing to do with his official 

position as Secretary, Ministry of Finance, His Majesty's Government of Nepal. | 


NEPAL’S Budget for the fiscal 
year 1963-64*, presented to the 
National Panchayat on July 4, 1963, 
has been aptly described as “a budget 
of realistic austerity and economy”. 
During the last three years persist¬ 
ent efforts have been made by the 
Government to restrain regular ex¬ 
penditure and contribute the savings 
effected for development activities. 
This is in keeping with the Gov¬ 
ernment’s desire that internal re¬ 
sources must be mobilised to the 
maximum as the Government takes 
on an increasing share of develop¬ 
ment expenditure. I n the current 
budget it has been possible to show 
a surplus of Rs 2.94 crores in the 
tegular budget when in previous 
years the regular budgets invariably 
Showed deficits and the develop¬ 
ment budget UBed to be financed by 
short-term loans from the Rastra 
(Central) Bank. Ordinarily, the in¬ 
flationary impact of the measures 
adopted to bridge the budgetery defi- 
cit was not felt because new money 
issued was absorbed by the ex¬ 
pansion of the Nepalese currency 
area and the increased volume of 
transactions. 

As compared with the fiscal year 
1962-63, In the regular budget ex- 

S enditure has been substantially re- 
uced by cutting down certain ad¬ 
ministrative expenses and pruning 
the demands of various Government 
departments to the minimum. As a 
result it has been possible to show 
a substantial surplus of Rs 2,94 
crotes which will be carried to the 
development budget. 

It will be seen from Table 3 that 
the Government will bear 31 per 
oent of the total expenditure out of 
which 16 per cent is to come from 

* The fiscal year it from July to 
July, according to the Nepalese 
calendar. 

1 S 20 , i-V . 


revenue resources and the balance 
of 15 per cent is to be raised by 
■floating development loans. In the 
budget for 1959-60, 71 per cent of 
the expenditure was expected to be 
met from foreign aid. The corres¬ 
ponding percentage was 88 in 1960- 
61, almost 90 in 1961-62, and 04 
in 1962-63. In the 1963-64 budget, 

however, it has been sharply brought 
down to 69. This reflects the Gov¬ 
ernment’s earnest efforts to mobi¬ 
lise internal financial resources for 


development. These efforts will en¬ 
able the nation to gradually reduce 
its excessive dependence on foreign 
aid. 

The development budget should 
be judged in the overall context of 
the Three-Year Plan which com¬ 
pleted its first year in July 1963. 
Tite Plan is intended “to create the 
proper foundation for more realistic 
long-term plans in future”. Its per¬ 
formance in the first year has been 
quite encouraging. According to re- 


Tahle 1 ; Nepal’* Regular Budget 

{I.akhs of Nepalese Rupees) 
Fiscal Years 


Revenue 
Expenditure 
Deficit (—) or 
Surplus (-1-) on 
Revenue 
Account 
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Sourer : Finance Ministers’ annual budget speeches, Ministry of Finance His 
Majesty’s Government of Nepal. 


1 Though the revised estimates show some surpluses, most of the original estimates 
were deficit. Ordinarily, even in the regular budget not more than 90 per cent 
ot the budgeted amount was acually spent. 


Table 2 : Estimated Expenditure 

Regular Budget 


(1) Constitutional Organs 

(2) General Administration 

(3) Revenue & Tax 
Administration 

(4) Economic Administration 
& Planning 

(5) Judicial Administration 

(6) Foreign Service 

(7) Social Service 

(8) Economic Service 
(91 Defence 

(10) Miscellaneous 


(Rs ’000) 


Estimate of 

Revised Estimate 

Estimate of 

1962-63 

1962-63 

1963-64 

76,88 

71,07 

78,63 

2,08,50 

1,95,57 

1,94,82 

74,67 

66,03 

66,22 

20,35 

18,59 

18,52 

25,98 

22,54 

27,16 

69,94 

69,85 

57,28 

1,34,74 

1,16,83 

1,31,06 

3,37,77 

3,21,44 

2,12,83 

2,77,00 

2,46,73 

2,75,26 

1,19,50 

1,14,92 

83,16 

13,45,33 

12,43,57 

11,44,94 


Source : Ministry of Finance (Budget). HMG. 
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vised estimates for 1962-63, 57 per 
cent of the estimated expenditure 
has been spent, compared to be¬ 
tween 10 and 40 per cent during 
the First Five-Year Plan. As against 
Table S s Summary of the Estimated 
Revenue and. Expenditure for the 
Financial Year 1963-64 


(Rs *000) 
ExPBNDITUaB 


Total Expenditure Estimate 29.54,27 
Regular 11,44,94 

Development 18,09,33 

Income 


Revenue Estimate 
Foreign Aid 
America 
India 
China 
Russia 

New Zealand 

U K 

Ford Foundation 
I L O 


13,68,70 

12,50,02 

8,45,51 

2,08,82* 

1,00,00 

72.09 

5,27 

2.50 
14,33 

1.50 


Foreign Loans 
Russia 1,14,58 

U K 19,76 

Deficit 

Measures to cover the deficit 
New Taxation 70,000 

Internal Development 
loan 1,31,21 


1,34,34 

2,01,21 


* The amount of aid received from 
India for certain projects not direct¬ 
ly undertaken by His Majesty’s Gov¬ 
ernment is nqt included in this 
amount. Taking into account all these 
projects, the amount of aid from India 
will amount to Rs 6.26 crores. 

Source : The Finance Minister's Bud¬ 
get speech, Ministry of Fin¬ 
ance, HMG 

the total target of development ex¬ 
penditure during the. First Plan 
period of Rs 57.9 crores, the actual 
expenditure was only Rs 20.4 crores. 
Thus only about 35 per cent of the 
budgeted amoun/t could be spent, 
due to “various limitations in the 
socio-economic structure which 
might have severely constricted the 
absorptive capacity of the econo¬ 
my”. Against this record, the ex¬ 
penditure in the first year of the 
Three-Year Plan is impressive and 
is indicative of the improvement 
in administrative efficiency. 

It is the policy of the Govern¬ 
ment, as stated by the Finance Min¬ 
ister, to devote more attention to 
improvements in general and finan¬ 
cial administration. Planning in 
developing countries depends en¬ 
tirely on the implementation of 
individual projects in the plan 
which in turn is dependent on ad¬ 
ministrative efficiency. For example, 
utilisation of funds is not ensured 
by their availability. The Finance 
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Minister said in his budget speech 
that some government departments 
are to be incorporated and made 
sell-accounting units. Significant pro¬ 
gress has also been made In train¬ 
ing, both in general and financial 
administration. 

The tax proposals in the budget 
for 1963-64 do not marie any funda¬ 
mental change. From the revenue 
stand-point, last year's proposals 
were expected to yield Rs 3 crores 
which came to as much as 30 per 
cent of total tax revenue, whereas 
the proposals for the current fiscal 
year are estimated to bring in only 
Rs 70 lakhs. However, certain 
changes have been made from the 


sUnd-paiHU of equity, simplicity 
and easier administration. For ex¬ 
ample, the entertainment taxes 
which wen# different in different 
parts of the country have been 
made uniform with a slight increase 
in rates. The income tax has been 
made more progressive with a 
greater percentage of the yield now 
coming from the upper income 
levels. Taxes based on occupation 
and religion and the land tax, which 
are anachronistic in modern times, 
have been abolished. 

During the last two years the 
Government has attempted to diver¬ 
sify Nepal’s trade with countries 
other than India gradually and the 


Table 

Main 

Head 

4 : Estimated Development 

[Rs TOO) 

Expenditure 

in 1963-64 

Grant 

Number 

Head 

Estimate 

for 

1962-63 

Revised 

Estimate 

for 

1962-63 

Estimate 

for 

1963-64 

Economic 






Administra¬ 






tion & 






Planning 

1 

Statistics 

20,16 

16,21 

8,54 


2 

Survey 

25,12 

24.10 

29,67 


3 

Budget & Accountant 






Training Project 

2,52 

1,50 

2,00 

Social 






Services 

4 

Education 

1,63,06 

1,11,60 

1,77,42 


5 

Health 

1,11,39 

94,92 

1,38,21 


6 

Publicity & Broadcasting 12.24 

12,24 

13,95 


7 

Panchayat 

76,48 

46,28 

78,78 

Economic 






Services 

8 

Agriculture 

1,10,66 

65,14 

1,31,60 


9 

Forest 

46,95 

46,95 

51.59 


10 

Industry & Commerce 

2,03,10 

97,08 

3,73,83 


11 

Communication 

19,01 

6,48 

17,44 


12 

Transportation 

1,32,23 

81,52 

1,74,49 


13 

Electricity 

2,50,10 

1,19,36 

1,89,10 


14 

Public; works 

3,57,23 

1,31,05 

3,97,77 


15 

Investment Loan & Interest 35,52 

26,00 

8,14 

Miscellaneous 

17 

Re voting 

10,00 

10,00 

5,00 


18 

Contingency 

58,02 

50,00 

15,00 


19 

Planning 

1.19 

1,19 

1,33 


20 

Administrative Reform 

12,50 


2,50 


*21 

Land Reform 

15 

15 

5,00 




16,54,66 

9,48,77 

18,09,33 


* Includes Rs 15,000 for transportation & communication for the year 1962-63. 
Source : Thr Finance Minister's Budget Speech, Ministry of Finance. 


Table 5 i Main Source* of Revenue in Selected Year* 

(fts '000) 


B 

4> 

(1952-53 ! 
(Revised) j 

1953-54 

(Original) 

1956-57 
(Revised) 

1959-60 

(Original) 

1960-61 

(Revised) 

1961-62 

(Original) 

^ 1 
s l 

*u! 

1963-64 

(Origmal) 

Customs & Excise 

10285 

12130 

28732 

37841 

40400 

39149 

46600 

53700 

Land Revenue 

13216 

13370 

16005 

25600 

20000 

28234 

52964 

59000 

Forests 

2365 

2775 

7463 

15000 

12000 

8680 

9805 

13960 

Total 

25866 

28275 

52200 

78441 

72400 

76063 

109369 

126668 

Percentage of 
Total Revenue: 

42.3 

47.7 

78.2 

70.5 

74.0 

70.9 

84.3 

91.8 


Source: Ministry of Finance (Budget), HMG. 
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' budget accepts that “exchange eam- 
*/ v : ingj from exports must, at this 
f.stage, consist of products until such 
! jr V ‘ tm it we are able to industria- 
fi, Use*'. In die field of monetary re- 
/' form, the existence of a virtual dual 

" ‘ currency system under which both 
Nepalese and Indian rupees circu- 
* late in the country, has made it very 
tfilficult’ for the Rastra (Central) 
Bank to use the various instruments 
of monetary control. At the same 
time, traditions and other socio¬ 
economic factors which make for 
the use of Indian rupees are still 
present, and these cannot be done 
away with at a stroke through a 
piece of legislation or Government 
decree. Therefore, to enable the or¬ 
derly and progressive withdrawal of 
Indian currency and its substitution 
by Nepalese currency, the Govern¬ 
ment has been maintaining since 
April 1960 a rate of exchange of 
I C Rs 100 for N C Rs 160 on un¬ 
limited convertibility. As a result, 
the exchange rate ib quite stable 
today in marked contrast with the 
earlier years when there were wide 
and frequent fluctuations in the 
rate. The Foreign Exchange Regu- 

Business Notes 

Gwalior 

TkESPlTE an incrase in sales from 
Rs 12.07 crores to Rs 13.08 
crores, the gross profits of Gwalior 
Rayon Silk Mfg fWvg) Co for the 
year ended March 31, 1963, before 
providing for depreciation, develop¬ 
ment rebate and taxation, is lower 
at Rs 3.89 crores as against H« 4.03 
crores in 1961/62, tecording a fall 
, of about 3 per cent. Higher provi¬ 
sions for depreciation and develop- 



lation Act came into force from 
August 17, 1963 in 20 important 
urban areas, mostly in tarai regions 
and some hilly regions and this 
should help to further stabilise the 
present rate of exchange. This will 
also, “assist in getting rid of the 
dual currency system and gradually 
introducing a single monetary unit 
throughout the country”. 

The budget for 1963-64 which js 
the first under the Panchayati 
constitution was approved by the 
National Panchayat in less than 
three weeks on July 22, 1963. 
Though it does not contain any¬ 
thing that is new in principle, the 
pruning of regular expenditure and 
the creation of a surplus for diver¬ 
sion to developmental activities are 
its significant features. The policies 
of the Government as set out in the 
budget are those which have been 
evolved and followed over the pas! 
two years or even more, but the 
budget marks a definite stage in 
the reform of the country’s finan¬ 
cial system. It also reflects the Gov¬ 
ernment’s anxiety to reduce depend¬ 
ence on foreign aid by mobilising 
internal resources to the maximum. 


Rayon 

ordinary dividends have been re¬ 
peated at the previous rates, name¬ 
ly at 8.37 per cent and 25 per cent 
(Rs 2.50 per share) subject to tax. 
The ordianry dividend which will 
absorb Rs 62.50 lakhs is proposed 
to be paid out of the General Re¬ 
serve to which is transferred a sum 
of Rs 172 lakhs from the year’s 
profit. After meeting the preference 
dividend of Rs 12.92 lakhs and 



Company hat been granted an ex¬ 
clusive right oi a patent in' India, 
taken out by the Birla College 6f 
Science, under the title “A Process 
for Improving the Properties bt 
Viscose Rayon Yarn or Filaments 
and Staple Fibre”. 

The Directors deplore the heavy 
incidence of excise duty which 
amounted to Rs 2.74 crores com¬ 
pared with Rs 1.91 crores in 1961* 
62. From March this year, the rate 
of excise duty on staple fibre has 
been stepped up by 33 1/3 per 
cent from Re 1 per kg. Besides, 
sulphuric acid manufactured in the 
Company’s plant which is used for 
the production of staple fibre also 
bears an excise levy at 10 per pent 
ad valorem. Tire Directors point 
out that a heavy excise duty on 
stable fibre tends to restrict its use 
as a substitute for cotton. The Di¬ 
rectors further state that the im¬ 
port of 25 million pounds of staple 
fibre permitted by Government to 
supplement cotton requirements, has 
adversely affected the staple fibre 
market in the country. 

The Company’s application for 
the expansion of its productive capa¬ 
city of staple fibre to 150 tons per 
day is pending with Government. 
Rayon fabrics of the Company are 
exported to (JK, USA, Canada, 
Africa and East Asia in progres¬ 
sively increasing volume. The pulp 
plant of the Company in the State 
of Kerala, which is claimed to be 
the first plant in the world to pro¬ 
duce rayon pulp from bamboo, has 
now started trial operations and is 
facing teething troubles which are 
expected to be overcome shortly. 


ment rebate reserve at Rs 83.89 
lakhs' (Rs 43.60 lakhs) and Rs 
112.36 lakhs (Rs 9.56 lakhs) res¬ 
pectively and increased expenses 
and Costs all round have reduced 
the net profit before taxation, from 
Ra 349.90’lakhs to Rs 192.55 lakhs, 
i e by 45 per cent, the net profit 
margin falling from 28 to 15 per 
cent. 

The Directors attribute the lower 
, ; profits to various reasons such as 
Initial working expenses of the pulp 
factory . last, started operations in 
'January last, higher power and fuel 
, expenses, donations, excise duty on 
- sulphuric acid manufactured in the 
, Company's plant, larger consump¬ 
tion of coal owing to the inferior 
quality and; use of furnace oil in- 
(■^'p^hidag dxtra coat. Preference and 


allocating Rs 15 lakhs to preference 
shares redemption fund. a small 
balance of Rs 3,547 is carried for¬ 
ward. 

No amount is set aside for taxa¬ 
tion liability in respect of profits 
for the exepmtion period covered by 
an Agreement between the Compa¬ 
ny and M P Government, but a 
total sum of Rb 822 lakhs has been 
set aside in the General Reserve 
inter alia to enable appropriation of 
such liability if ultimately estab¬ 
lished against the Company. Subject 
to any such liability, the earnings 
per ordinary share works out to Rs 
7.18 which covers the ordinary divi¬ 
dend by nearly 2.9 times. 

Having sponsored a research 
work on ’‘High Tenacity Fibre’ the 

» j 

4 . ' ' 


Indian Dyestuff 

T H K Annual Report of the Indian 
Dyestuff Industries for the year 
ended March 31, 1963 shows that 
the Company’s sales have gone down 
during the year from Rs 258.10 
lakhs to Rs 238.91 lajchs. The gross 
profit has also declined from Rs 
78.52 lakhs to Rs 52.18 lakhs. De¬ 
preciation provision is increased to 
Rs 16.18 lakhs (Rs 4.91 lakhs) and 
taxation absorbs less at Rs; 4.30 
lakhs (Rs 33.70 lakhs). Statutory 
development rebate reserve jgets Rs 
20.62 lakhs as against Rs 37,000 
previously. Net profit is shown at 
Rs 7.50 lakhs compared with R» 
32.07 lakhs in the previous year. A 
sum of Rs 8 lakhs is brought from 
General Reserve to the year’s profit 






to enable payment of apreference 
dividend at the rate of 8.58 per 
cent absorbing Rs 2.70 lakhs and 
an ordinary dividend at 7 per cent 
absorbing ns 13.07 lakhs. 

The less favourable results 
achieved during the year are attri¬ 
buted to the additional excise duty, 
unhealthy competition, rise in the 
price of essential raw materials, etc. 
The Directors state that the manu¬ 
facture of sulphuric acid and oleum 
is expected to commence in 1964. 
An industrial licence for the manu¬ 
facture of 1000 tons of Anthraqui- 
none, a basic intermediate for the 
production of vat dyestuffs, has now 
been obtained by the Company and 
a collaboration agreement for the 
supply of technical knowledge for 
the manufacture of intermediates is 
concluded with Messrs A C N A of 
Italy, who have been allotted 5,120 
equity shares of the Company 
against machinery and equipment 
supplied. The total technical fees 
paid to the collaborators in terms 
of the agreement amounts to Rs 
17.70 laks. 

C hem icont 

^JHEMICOAT which has issued its 
Second Annual Report for the 
year ended March 31, 1963 has 

commenced trial production in the 
current year. Various varieties of 
indigenous paper are now being me¬ 
tallised to ascertain the qualities 
best suited for the process. Regular 
production will commence shortly. 

As the products are likely to have 
a ready market and the demand is 
expected to be more than the avail¬ 
able supplies, the Company has ap¬ 
plied for Government’s permission to 
expand its capacity. ICICI has in 
all sanctioned a loan of 290,473 
dollars and in addition, the Com¬ 
pany has arranged a term of Rs 5 
lakhs from its bankers. 

The Accounts for the year show 
a loss of Rs 54,298 after capitalis¬ 
ing Rs 1.84 lakhs as ‘Expenditure 
during construction’. A net loss of 
Rs 46,259 is taken to the next ac¬ 
count. 

Universal Electrics 
UNIVERSAL ELECTRICS went 
into production last May. The 
initial teething troubles have been 
successfully overcome and the plant 
is expected to reach its rated capa¬ 
city soon. The House Service Meters 
produced by the Company have been 
testified satisfactory and the Com¬ 
pany has already secured orders 


from some Government departments. 
These facts are revealed in the 
second Annual Report of the Com¬ 
pany for the year ended March 31, 
1963. The Company’s collaborators, 
Mitsubishi Electric Corporation, 
have deputed their technicians at 
the Company’s factory to train the 
staff and workers. Preference shares 
of the value of Rs 1.50 lakhs have 
been issued to the collaborators for 
consideration other than cash. , 

The Accounts for the year show 
a loss of Rs 25,840 after transfer¬ 
ring Rs 2.03 lakhs to ‘Expenses 
during Construction’ Account and 
providing Rs 15,230 for deprecia- 
ciation. 

Praga Tools Corporation 

THE working results of Praga 

Tools Corporation for the year 
ended March 31, 1963 show that 
the factory output improved during 
the year from Rs 61.66 lakhs to 
Rs 73.22 lakhs and that sales were 
higher by 9.7. per cent at Rs 74.63 
lakhs compared with Rs 68.05 lakhs 
in the previous year. But the finan¬ 
cial results are highly disappoint¬ 
ing. The Company’s net profit is 
barely Rs 34,382, and after adjust¬ 
ing this amount against the previ¬ 
ous loss of Rs 4.08 lakhs, there is 
still a net loss of Rs 3.72 lakhs to 
be wiped out. The Directors how¬ 
ever state that there was some im¬ 
provement in the ways and means 
position. While production has in¬ 
creased by 19 per cent, the capital 
blocked up is reduced by 6 per cent. 
This improvement has been achiev¬ 
ed by rationalisation of production 
and economy in expenditure and 
improvement in labour-management 
relations. The position would have 
been happier still, had it not been 
for some teething troubles in the 
cutter grinder programme, un¬ 
healthy inter-Union rivalries and 
serious shortages of basic raw mate¬ 
rials like pig iron and steel. 

In regard to the implementation 
of different expansion projects of 
the Company, manufacture of 
chucks is delayed on account of 
the non-receipt of the special raw 
materials required. Production of 
tool and cutter grinder will com¬ 
mence- by the end of the current 
year for which nearly 70 per cent 
of the machinery required has al¬ 
ready arrived and is being installed 
and the balance will reach shortly. 
Fraga’s own type of lathe chucks 
are now produced in larger num¬ 





bers and the rate of production Is 
expected to increase by 25 per cant, 
In regard to the Polish project few 
the establishment of a Forge and 
Foundry unit, the decision of the 
Government of India is still await¬ 
ed. As for the machine tool part 
of the project, it is likely that Gov- 
renment will divert the project to 
another company. The Expert Com¬ 
mittee appointed to make recom¬ 
mendations in this context has al¬ 
ready submitted its Report, and 
Government’s decision thereon is 
awaited. The Company is produ¬ 
cing some important item® for de¬ 
fence requirements. 

Chem bra Peak 

UHEMBRA PEAK Estates has 
maintained its dividend of 20 
per cent on equity shares for the 
year ended March 31, 1963. The 
tea crop harvested exceeded the 
previous year's quantity and was a 
record. Coffee crop harvested was 
less but for which the financial re¬ 
sults would have been better off. 

After full provision for taxes, the 
net profit amounted to Rs 2,91 
lakhs compared to Rs 3.60 lakhs ill 
the previous year. Out of the dis¬ 
posable profits, Development rebate 
reserve absorbs Rs 14,000 and from 
the balance of Rs 3.03 lakh®, Rs 
2.80 lakhs will be utilized to pay 
the equity dividend at 20 per cent. 

The Chairman states that the es¬ 
tates are in good order, and a high¬ 
er crop is expected in the current 
year. Sale Prices so far realised 
also show an improvement. As such, 
subject to imponderables, the 
Chairman feels that the future 
should be reasonably bright for the 
Company. As against the issued 
capita] of Rs 14 lakhs, and Reserves 
and Surplus amounting to Rs 14.69 
lakhs, the Company's fixed assets 
stand at Rs 27.96 lakhs. 

Mysore Sugar 

SHAREHOLDERS of Mysore 
Sugar Co, will feel happy to 
know the decision of hte Directors 
of the Company to issue bonus 
shares. But such bonus issue is pro¬ 
posed to be made after the issue of 
right shares in the ratio of two for 
one. This implies that shareholders 
will have first tq. provide further 
capital to the Company and then 
get the bonus issue. The present 

S aid up capital of the Company js 
’# 21.79 lakhs (in shares of Rs 10 
each) which will be raised to Rs 
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65.38 lakhs by the issue of right 
shares. Bonus shares of the value 
of Re 21.79 ‘lakhs by capitalising a 
Rfce amount from the General Re¬ 
serve will be issued in the ratio of 
t One for every three shares held (in¬ 
cluding rights shares) and thus the 
Mid up capital will be raised to 
Rs 87.17 lakhs which is about four 
times the. existing paid up capital. 
Still the Company will be having 
a large amount of reserves at its 
disposal. 

The Directors also propose to in¬ 
vest R» 30 lakhs in the shares of 
Mysore Acetate Chemicals Co, a 
new company in formation. The 
new Company is promoted by the 
My to re Sugar Co in collaboration 
with American, Swedish and Bel¬ 
gium firms with an authorised capi¬ 
tal of Rs 5 crores of which shares 
of the face value of Rs 2.25 crores 
are proposed to be issued for the 
present. Mysore Acetate will manu¬ 
facture cellulose tri-acetate flakes 
employed in the production of raw 
films and secondary acetate mould¬ 
ing powders used in the plastic in¬ 
dustry. Mysore Sugar Co will enter 
into a long-term contract with the 
new Company for the purpose of 
supplying acetic acid and arctic an¬ 
hydride produced from its distillery 
to the new Company for manufac¬ 
turing acetates. 

Mysore Paper 

rpHE Directors of Mysore Paper 
Mills report that during the 
year to March 31, 1063, production 
and sales improved slightly over 
the previous period. Sales amounted 
to Rs 1.23 crores as against Rs 
1.19 crores. The higher price for 
paper approved since June 1962 was 
not, however, sufficient to offset 
the higher cost of raw materials, 
stores, etc. But operational effici¬ 
ency brought down production costs 
appreciably. 

Tha Company has provided Rs 6 
lakhs for taxation (same as In the 
last account) and has no SPT liabi¬ 
lity. Net profit earned is Rs 6.14 
lakhS (Rs 6.36 lakhs). Drawing 
Rs 37,600 from the Dividend Equa¬ 
lisation Reserve and taking into 
account the balance of the previous 
■ account, the DSrectore have propo¬ 
sed to pay a dividend of 12 per cent 
i e Rs 1.20 per share, taxable, 
’ which will absorb Rs 6.75 lakhs 
and leave Re IS,100 for the next 
account. 


In connection with its expansion 
schemes, thy Company has drawn 
during the year foreign exchange 
leans amounting to Rs 63 lakhs 
from Commonwealth Development 
Finance Co, and Rs 44.8 lakhs from 
ICICI, and rupee finance of Rs 35 
lakhs from the Industrial Finance 
Corporation of India. Part of the 
machinery has already been receiv¬ 
ed and is being erected. Bulk of 
the equipments is expected to be 
installed and put to use by Febru¬ 
ary 1964. 

Money Market 

Thursday, September 5. 

SUDDEN surge of demand 

early this week caused a mild 
flutter in the call money market 
with the call rate spurting from 1 
per cent to 3 per cent within two 
days. This is not, however, due to 
any stringency in money supply; 
for the Scheduled Banks’ returns 
lor the week ended August 23 show 
that the return flow ot funds into 
banks is still on the rise with 
aggie gate deposits increasing by 
Rs io.25 crores and bank credit 
contracting further — even more 
substantially than in previous 
weeks — by Rs 13.41 crores. The 
constantly widening gap between 
deposits and credits has increased 
the resources of banks and enabled 
them to pay off practically their 
entire borrowings from Reserve 
Bank and to swell their investments 
sizably. During the week ended 
August 23, the banks added Rs 
I5.;i6 crores to their investments 
and increased their cash and 
balances with Reserve Bank by a 
net amount of Rs 5.33 crores; they 
have further reduced their other 
borrowings by Rs 5.42 crores and 
now owe only a negligible amount 
to the Reserve Bank. In these cir¬ 
cumstances, t)ie demand for funds 
appears to have stemmed mainly 
from the need to make quarterly 
tax payments due by September 1, 
in which case the spurt may prove 
temporary. But it is likely that 
funds may find their way to Cal¬ 
cutta where the stringency is more 
perceptible, the call money rate 
going upto 4 per cent. 

The plentiful supply of loanable 
funds was also reflected when Tre¬ 
asury Bill tenders were opened last 
on September 3. Rs 4 erore's were 
offered against Rs 2 crores invited. 


the average rate of discount declin¬ 
ing slightly from 2.320 to 2.318 
per cent. Intermediates sold were 
also higher during the weak amo¬ 
unting to Rs 7 crores comparing 
with Rs 7.19 crores in the previous 
week. If surplus funds continue 
to seek investment in Treasury 
Bills and giltedged securities, it will 
gradually lead to a contraction of 
floating funds and this will influ¬ 
ence the future trend of the call 
money rate. 

Reserve Bank’s returns for the 
week ended August 30, indicate 
heavy withdrawal of deposits by 
banks to the tune of Rs 12.47 crores 
and only a small addition of Rs 44 
lakhg to their borrowings. These 
additional resources may have 
been needed by banks to meet their 
current disbursements or to step up 
their investments. If it is for the 
latter, which is very likely in View 
of the rising trend of the giltedged, 
it will be reflected in the next re¬ 
turn of scheduled banks. 

Active notes declined further 
during the week by Rs 17.67 crores 
of which Rs 4.62 crores is held in 
the Ranking Department and the 
balance of Rs 13.05 crores has 
been absorbed by the Issue Depart¬ 
ment. The rupee securities in the 
Issue Department stand reduced by 
Rs 14.91 crores. Besides this re¬ 
duction in the Bank’s securities 
there is a further fall in the Bank’s 
investments and Treasury Bill 
holdings by Rs 7.28 crores in the 
aggregate. There, is thus a t° la ' 
depletion of Rs 22.19 crores-in the 
Bank's! securities to meet other de¬ 
mands. In addition to the with¬ 
drawal of deposits by banks, State 
Governments’ deposits have also 
been withdrawn by Rs 4.97 crores. 
Although Central Government’s de¬ 
posits are up by Rs 8.86 crores, 
there is a net fall in total deposits 
by Rs 9.01 crores. Foreign assets 
which increased last week by R s 
3.27 crores have declined this week 
by Rs 3,29 crores, the entire fall 
being in balances held abroad. 

The giltedged market continued 
to rule firm during the week with 
demand persisting in several short 
and medium dated issues: 3J per 
cent 1968 shot up' to Rs 98.10; 
3 per cent 1970-75 to Rs 89; 3 per 
cent 1966-68 to Rs 98; and 3 per 
cent Conversion loan to R* 64.65. 
The undertone is firm. 
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From the Chair ' 

Parrys Confectionery Limited 

‘ i , _ . 1 ’ >, , i . 1 , ■' . • ■ ‘ • *, * 

Statement by the Chairman, Mr H V R Iengar 


'J'Hii following statement lias been 
circulated to Shareholders of 
Parrys Confectionery Limited by the 
Chairman, Mr. H. V. R. Iengar : 

Since the last Annual General 
Meeting, Mr-. G. N. Noel-Tod, one 
of the founder-Directors of the Com¬ 
pany, and Mr. P. Handheld, who. 
joined the Board in July 1959, have 
resigned their appointments as 
Directors consequent upon their re¬ 
turn; for permanent residence, to 
the U. K. Both of them have made 
valuable contributions to the deve¬ 
lopment of the Company from its 
small beginnings in 1954, and I 
am sure you will wish to join with 
me in recording our appreciation of 
their services. I feel sure you will 
also welcome the new members of 
the Board, Mr. K. P. Ramsami. Mr. 
C. S. Narasimhan. and Mr. J. S. 
Prabhu.' 

The Report & Accounts for the 
year ended 31st March 1963 have 
been in your hands for the statutory 
period and, with your permission. .1 
will take them as read. 

In spite of the increase in sales 
of 10% to a new record of Rs. 1.48 
(Tores, the net profit for the year, 
after taxation at Rs. 3,88,903, is Rs. 
1.36 lakhs lower than that of last 
(ear. 

Impact of S P T 

The main reason for this reduc¬ 
tion is the provision of Rs. 1.85,000 
which it has been necessary to make 
for the Company’s liability under 
• he Super Profits Tax Act. although 
the increased costs of production, to 
which I referred in my speech last 
year, mainly in respect of raw mate¬ 
rials, packing and wages, have all 
tended to off-set the gains achieved 
by a higher turnover. 

ft is not possible to say at ore- 
sent whether the Super Profits Tax 
(vill be abolished or further libera¬ 
lised, although, in view of the effect 
"f the tax on the capital market, 
there is a very strong case for its 
abolition. The tendency for- costs 
°f production to rise has, if any¬ 
thing, been accentuated by the ad¬ 
ditional indirect taxes levied in the 
L963 Budget. Additionally, your 


Company is faced with the need to 
conserve resources for rehabilitation 
of its plmit and machinery which 
will involve substantial expenditure 
over the next ten years. „ 

It is in this context that' your- 
Directors have recommended a re¬ 
duction in the quantum of dividend 
on the. Ordinary Share Capital of 
the Company for the year under 
review, to a total of Rs. 3,20,000 
(representing 16% on the Ordinary 
Share Capital) as against Rs. 
4,70,000 last year. Whilst the re¬ 
duction in dividend is regretted, it 
will be noted that it is more- than 
accounted for by the Super Profits 
Tax liability and that the total divi¬ 
dend for the year still represents 
a very high proportion of the net 
profits, after taxation, for the year.' 

At the same time, your Directors 
have appropriated to reserve the 
bulk of the surplus brought forward 
from last year and of the net profit 
for the. year, after provision for 
dividend, so as to obtain the maxi¬ 
mum benefit under the Super Pro¬ 
fits Tax Art in respect of the cur¬ 
rent and future years. 

I am happy to say that a signifi¬ 
cant feature of the year's turnover 
was that a major portion of the De¬ 
fence Forces’ requirements of tof¬ 
fees. valued at over Rs. 8 lakhs, was 
suprilied by your Company aeainst 
tenders placed by the Chief Direc¬ 
tor of Purchase and through the 
Canteen Stores Department. 

The Howard trend of sales in 
North India, to which I referred 
last year, was well maintained and 
approximately 40%- of the increase 
in sales was in that area. This is 
an encouraging sign and it is hoped 
that in the not too distant future 
your Company’s products will be as 
oopular in North India as in the 
South. 

Your Company, in common with 
the other units in the confectionery 
industry, faces two main difficulties, 
namely, rehabilitation df plant and 
machinery, and rising costs of pro¬ 
duction. The long-term progress 
depends largely cm the Company’s 
ability to obtain licences for import 
of machinery in order to maintain" 


even the pretest irate of sales growth 
in the faoe of rising costs of produc¬ 
tion. The extent to which the indus¬ 
try can overcome these difficulties 
depends, in turn, upon the Govern¬ 
ment’s licensing and fiscal policies. 

Foreign Exchange Allocation 

Iti the matter of. allocation of 
foreign exchange for imports^ the 
confectionery industry is accorded a 
low priority, although the types of 
machinery needed by the industry 
are not manufactured in India. In 
a consumer line like confectionery, 
more than in any other field, trends 
and ideas keep changing fast and' 
pose, a continuous problem to the 
industry to keep pace with refine¬ 
ments in manufacture and packag¬ 
ing. You will have noted froin the 
sales pattern over the years that the 
demand for wrapped sweets has 
been steadily rising. While this deve¬ 
lopment has taken place, the indus¬ 
try, owing to import restrictions, 
has remained insulated from .the 
advance western countries .have 
made in packaging and is, today, 
finding itself illequipped to meet 
the changed situation. The imba¬ 
lance is greatest between the sweet¬ 
making capacity and wrapping it in 
ways that will appeal to the con¬ 
sumer; and if the industry is to 
maintain its growth in the home 
market and, more especially, to play 
an effective role in developing ex¬ 
ports. it must be assisted by grant 
of adequate licences for import of 
machinery required for moderniza¬ 
tion, rationalization, and replace¬ 
ment. Against this, the onlv remedy 
the Government has to offer is to 
exhort manufacturers to export, in¬ 
curring heavy losses, and then allow 
only a nominal portion of the for¬ 
eign exchanee earned for import of 
machinery. This attempt to rehahiH- 
tate the industry through the me¬ 
dium of’exports has proved ineffec¬ 
tual, costly, and uneconomic. I 
would, therefore, strongly urge the 
authorities to view this problem 
with sympathy and to accord a 
higher priority than at present to 
the confectionery industry in the 
matter of issuing' licences for ma¬ 
chinery imports. 
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Why High Co»t ? 

It is well known that the confec¬ 
tionery industry in India has to pay 
a much higher price for sifgar, 
glucose, and wrapping paper — the 
main raw materials—than its coun¬ 
terpart in other countries. Addi¬ 
tionally, the industry is dependent 
on imports for many items of raw 
materials like gum arahir, menthol, 
tartaric acid and lecithin, and it is 
virtually impossible to cover its re¬ 
quirements with the limited import 
licences made available. This, in 
turn, forces the industry to buy part 
of its requirements from established 
importers at very high prices. While 
this unwholesome position persists, 
it has been further aggravated by 
the increase in Customs ami Excise 
Duties on cellophane, tinplate, and 
aluminium foil. Due to the addi¬ 
tional tax levies, our wrapping and 
packing costs will rise by no less 
than Hu, .‘1.5 lakhs on the same turn¬ 
over as last year. The increase in 
Central Sales Tax and surcharge on 
freight introduced at the same time 
will account for a further Hs. 
50,OIK)/-, Added to this is the steady 
rise in our wage bill owing to the 
continuous upward movement of the 
Cost of Living Index. 


Increased costs run, no doubt, bo 
off-set to some extent by higher 
turnover and operating economies, 
but, clearly, there is a limit to this 
process of adjustment. In the long 
run, higher costs inevitably force 
the industry to increase its prices. 
As confectionery is a semi-luxury 


item, a steep increase will un¬ 
doubtedly inhibit consumption and 
is, therefore, not in the interests of 
the industry. It also makes it vir¬ 
tually impossible for the industry 
to develop the export market. 

Liberal Import Policy Vital 

ft should cause no surprise, there¬ 
fore, that our exports have so far 
been negligible in relation to the 
potential that exists. The quality 
of our product is not the obstacle. 
Except, perhaps, in the latest 
techniques of wrapping and packag¬ 
ing, we can offer a quality of sweet 
that can match the best available 
elsewhere. It is the wide disparity 
in the costs of production between 
the foreign and Indian manufactur¬ 
er that stands in the way of our 
developing a large export market. 
The drawback of Customs Duty on 
imported raw materials and rebate 
of Excise Duty on sugar and other 
indigenous raw materials, together 
with the cash subsidy of 10% on 
the f.o.b. value of goods exporter!, 
still leaves the gap wide open. If 
a major break through is to be 
made in the export markets, 1 would 
urge tlie Government actively to 
consider a liberalisation of import 
policy in respect of machinery as 
well as of essential raw material. 

In a growing economy, the de¬ 
mand for consumer goods is hound 
to rise, but the future prospects of 
the confectionery industry depend 
largely on the assistance it receives 
from Government to reduce the 
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high cost of production aud io set 
right the imbalances that affect its 
working today. 

During the year under review, 
our relations with the staff and la¬ 
bour have been most cordial, and 
I take this opportunity to record 
our sincere appreciation of the ex¬ 
cellent work done by them. 


The above statement is not a re¬ 
port of the proceedings of the an¬ 
nual General Meeting, which will 
be held on the 27th September 1963, 


Simplex Mills 

rxtJRING the year ended March 
^ 31, 1063, Simplex Mills has 

shown a lower profit of Rs 22.80 
lakhs compared with Rs 38.59 
lakhs in 1061-62. Sales and miscella¬ 
neous income dropped from Rs. 
3.39 crores to Rs 3.14 crores. The 
drop is attributed to the dislocation 
caused by installation of new ma¬ 
chinery. Profits are less also on 
account of high prices of cotton, 
and stores and increased expendi¬ 
ture. Out of the profits, over and 
above the provision required for 
development rebate reserve, the 
Company had to set aside as much 
as Rs 17.04 lakhs as bonus due for 
the four years 1957-61. The amount 
left over is insufficient to pay any 
dividend. Hence the Directors have 
transferred Rs 9.62 lakhs from 
General Reserve No 1, and recom¬ 
mended a dividend of Rs 8 per 
share (Rs 11 last year) absorbing 
Rs 9.68 lakhs. 
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Freedom it in peril, 
defend it with ell your might 
— JAWAHRRLM. NEHRU 

CONSERVE RESOURCES 


India's resources are pre¬ 
cious. All of them mutt be 
pressed into the vital task of 
strengthening the country. 
This is the only way we can 
meet the threat to our 
freedom. Extravagance and 
waste will injure the nation. 
Freedom has its price and 
it is we who have to pay it 
in full measure. 




PRESERVE FREEDOM WITH ALL YOUR STRENGTH 





Kirioskar Oil Engines, Lid, Poona 



Speech of th 

rPHE following ,is the text of the 

/Speech delivered by Shri S L 
Kirioekar, Chairman, at due 17th 
Annual „ General Meeting of the 
Company, held in Poona on Tues¬ 
day, the 27th August, 1963 : 

Ladies and Gentlemen, 

I welcome you to this meeting. 

Before I commence today’s busi¬ 
ness, as you all know, Sir Shri Ram 
had been the Chairman of the Com¬ 
pany from its very inception for a 
period of 15 years, and he resigned 
from the Board towards the- end of 

1962, on account of ill-health. He 
passed away on the 11th January, 

1963, in Delhi. He, by his able 
leadership and astute business sense, 
guided the policies of the Company 
and led it on from success to success. 

A Distinguished Industrialist 

Apart from this, he was one of 
the foremost industrialists in the 
country and a great philanthropist, 
associated with various educa¬ 
tional, research and other public 
institutions. He was a man of phe¬ 
nomenal energy and had acquired 
interest in texiles, sugar, heavy 
chemicals, fertilisers, potteries, sew¬ 
ing machines, fans, electrical app¬ 
liances and other engineering 
industries. He was the first to fore¬ 
see the importance of the export of 
Indian goods to foreign countries, 
long before the Government reali¬ 
sed it, and organised and established 
an export business for sewing, 
machines, fans, etc, which is now 
earning considerable foreign ex¬ 
change for the country. In his 
death, we have lost a distinguished 
philanthropist and industrialist who 
has rendered singular service to 
our country. 1 am sure, you will 
join me in paying our tribute to 
him by placing on record our high 
appreciation of the great services 
rendered by him to our Company 
and to the country in general. 

Another distinguished person, 
whom we had the misfortune to 
lose during the year, was Shri 
Rayayam Laxman Kirioskar. He 
was a partner of .Kirioskar Sons 
and 'Company, the Managing Agents 
of your Gotapany. In that capacity, 


$ Chairman, Shri S L 
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he had played an important part in 
shaping the policies of the Company, 
which accounts for its prosperity to¬ 
day. He was a practical engineer 
of outstanding ability and an 
efficient administrator. By bis merit 
and human qualities, he bad ear¬ 
ned for himself a distinguished 
position in the organisation. Un¬ 
fortunately, he was snatched away 
from us in the prime of his life, a 
time when he would have been of 
greatest help to the Organisation. 
I am sure, you. are with me in offe¬ 
ring our respects to his memory. 

Program Maintained 

You had the report of your Direc¬ 
tors and the Audited Accounts of 
the Company for the year 1962-63 
in your hands well in advance. 
I believe, you have gone through 
the same. You . would, therefore, 
permit me to take them as read. 

You might have noticed that the: 
Company's continued progress for 
the last several years has been 
maintained during the year under 
review. The working results for 
the year reflect a period of steady 
progress. The accounts show a 
profit of Rs 89,85,375 (as against 
a profit of Rs 77,5(8,582 during the 
previous year) after providing for 
depreciation, remuneration to 
Managing Agents and the amount 
set apart for paying bonus to the 
employees. Adding to it the balance 
of the previous year, the total 
comes to Rs 90,17,891. Your 
Directors have, in their report, 
made recommendations for the allo¬ 
cation of this profit under various 
heacU-' 

You will notice from the Balance 
Sheet that the provision that we 
had to make for the last year for 
taxation was Rs 37 lacs and now, 
due to the incidence of the Super 
Profit Tax, the provision that we 
have made for taxation for-the com¬ 
ing year is about Rs 61 lacs; nearly 
65% mdre. So, as against a sum 
of Rs 40.58 lacs which remained 
in our hands &s profits alter pro¬ 
viding for taxation during the year 
1961-62, we have, this year, only 
. Rs . 28.85 lacs inspire of our having 
greater gross profits during this 
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year.. It can, therefore, be Been 
that the imposition of Super Pro¬ 
fit Tax leaves very little money In 
the hands of the Company for pro¬ 
viding funds for its expansion 
schemes. We must keep on, expand¬ 
ing, if we want to retain our lead¬ 
ing competitive position in our in*' 
dustry. We want to insure our 
leading position. ' So, our first con¬ 
sideration, under the circumstances, 
has to be to see how we can secure 
sufficient finance for our normal 
expansion schemes before recom¬ 
mending dividend out 6f profits to 
the shareholders. 

Dividend — A Fair Return 

No doubt, the shareholder* 
are entitled to the best dividend 
that the Company can afford 
to pay. At first Sight, a higher 
dividend may be attractive. But 
the permanent long range interest 
of the shareholders lies in the 
continued prosperity of the Com¬ 
pany. So, while making a recom¬ 
mendation as to the dividend to be 
paid to the shareholders, your 
Directors have considered your 
long range interest, which is assured 
only if adequate provision is made 
for the continued expansion of the 
Company’s activities and rehabilita¬ 
tion of machinery. Unfortunately, 
the incidence of the Super Profit 
Tax falls much more heavily on 
companies which are running effi¬ 
ciently like ours. So, your Directors, 
after taking into consideration the 
new heavy burden of Super Profit 
Tax imposed upon industries, have 
decided to prune the dividend this 
year from 16% to 12% on enquity 
shares so that what little money 
can fie saved from adopting this 
measure, can be utilised for plough¬ 
ing back into the business to pro¬ 
vide funds for the expansion pro¬ 
grammes. The dividend recom¬ 
mended can be considered, under 
the circumstances, a fair return to. 
the shareholders on their invest¬ 
ment. Even after pruning the divi¬ 
dend, the Company has to abandon 
one of tfie projects it contemplated 
which, if implemented, would have 
earned for the country a crore of 
rupees of foreign exchange every 
year and would have also benifited 
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the Company, I am sure, you trill 
appreciate the wiodom of your 
Directors in making this recom- 
emendation which, while giving a 
lair return on your investment, 
would also enable the Company to 


ensure your long range interest 
under the present circumstances. 


However, even against this back¬ 
ground of high taxation measures, 
which would inevitably affect our 
capacity to finance all over expan¬ 
sion programmes, the amount re¬ 
tained by pruning the dividend, 
would help us to a certain extent to 
implement the expansion program¬ 
mes. 


The working results for the year 
under review have been encourag¬ 
ing. The continued all round pro¬ 
gress for the last several years lias 
been maintained. Both the pro¬ 
duction and sales have showed 
appreciable increase. The demand 
for engines has been fairly good, 
and all that we produced, was 
sold. Every effort was made to 
shorten the period of delivery to a 
baTe minimum, by increasing pro¬ 
duction, so as to keep pace with 
the demand. In addition, the em¬ 
phasis laid on a high standard of 
quality and efficient and prompt 
after-sales service, have helped us 
in securing a ready market for our 
products. 


Sales Abroad 

Our Export Sales continued to 
expand during the year under re¬ 
view and we made further progress 
in marketing our engines in a few 
more markets in North Africa and 
Latin America. While we are ex¬ 
ploring new markets, consolidation 
of our position in markets where 
we have established ourselves needs 
our immediate attention. In such 
markets, it is now necessary for us 
to accept direct responsibility of 
organising sales and after-sales ser¬ 
vice instead of depending on local 
agents. With this end in view, we 
are exploring the possibilities of 
opening our own sales offices with 
arrangements for carrying stocks of 
engines, and having efficient service 
units attached thereto. This 
arrangement would remove uncer¬ 
tainty in delivery due to shipping 
bottlenecks we ore experiencing at 
present, and will ensure ready 
after-sales service. This will go a 
considerable way in consolidating 
our position in such foreign markets. 


im 




■ r 


The production of bimetal bear- 
ings has shown considerable im¬ 
provement during the year under 
review. 1 expect this to increase 
still further in the current year. On 
account of the shortage of foreign 
exchange, the Government informed 
us that a licence for the import of 
a bimetal strip manufacturing 
plant could be issued to us only if 
we ran secure a loan in foreign 
currency. Unless we manufacture 
these bimetal strips ourselves, our 
production of bearings cannot ex¬ 
pand; for, the import of bimetal 
strips again will involve foreign 
exchange. So, we are planning to 
secure such a loan in the required 
foreign currency. 

Apart from supplying bearings 
to the various manufacturers of in¬ 
dustrial and automobile etigines, 
we are now supplying replacement 
bearings to most of the Nationalised 
Transport Undertakings in the 
country. So, the prospects for the 
sales of these bearings are quite 
bright. 

Kirloskar Cummin* Lid 

You know, your Company has 
invested a substantial amount in 
the share capital of Kirloskar Cum¬ 
mins Ltd. You would, therefore, be 
interested to know the progress this 
concern has made. The construc¬ 
tion of the factory building is very 
nearly completed; the machinery 
already received is being installed 
and the concern would be able to 
go into production by the end of 
this year. 


The Company’s subsidiary, Shi- 
vaji Works Ltd, has a fairly good 
account to render. For administra¬ 
tive convenience, the concern has 
changed its accounting year. Now, 
its accounting year would end on 
31st December of every year instead 
of 31st March. So, the accounts 
submitted this year are only for a 
period of nine months from 1st 
April, 1962 to 31st December, 
1962. Its performance would have 
been still better, had it not been 
for the irregular supply of pig iron, 
coal and coke over which it had 
no control. This Company has ex¬ 
panded its foundry during the year 
and we expect its results for the 
current year to be more impressive. 

Good Prospect* 

1 believe, the prospects for the 
current year are good. But as stated 
earlier, the incidence of Super 
Profit Tax will be quite heavy and 
it would considerably hamper our 
expansion programme. Howevei. 
every effort will be made to conti¬ 
nue expansion and increase profit¬ 
ability. I view the coming year 
with confidence. 

In the end, I would like to ex¬ 
press, on your behalf and on behalf 
of your Directors, our sincere ap¬ 
preciation of the services rendered 
by the workers, staff and officers of 
the Company during the year under 
review. 

Note: This does not purport to be 
the proceedings of the Annual 
General Meeting. 
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The Jaipur Udyog Limited 

Speech of the Chairman, Shri S P Jain 


'J'HE following is the speech of 
the Chairman, Shri S P Jain, 
at the annual general meeting of 
the shareholders of Jaipur Udyog 
Limited held on August 21. 1963, 
at Sawaimadhopur : 

Gentlemen, 

It gives me great pleasure to ex¬ 
tend to you all a cordial welcome 
to the Annual General Meeting of 
the Company. 

The Directors’ Report and State¬ 
ment of Accounts for the year end¬ 
ed 31st March, 1963 have been 
duly circulated and you must have 
noted the details of the working re¬ 
sults with satisfaction. 

As stated in the Directors’ Report, 
production during the working year 
registered a substantial rise and has 
made an all time record for your 
Company. Production of clinker has 
risen from 6,69.675 tonnes to 
7,67,250 tonnes and that of cement 
from 7,42,298 tonnes to 8,23,238 
tonnes. Modifications and improve¬ 
ments made in sections of the plant 
such as feeding device and cooler 
system for the kilns have been large 
contributory faetors to this striking 
rise in production. Some additional 
quantity of power made available by 
the State Electricity Board was also 
helpful. In regard to despatches, as 
a consequence of improvement in 
the transport position mentioned by 
me in the last speech, substantial 
increase has been achieved making 
an all time record of 8,20,778 ton¬ 
nes for the year from 7,34,139 ton¬ 
nes in 1961-62. 

Record Profit 

The financial results also showed 
substantial improvement and the 
gross profit after providing for 
bonus to employees reached Rs 
1,30,76,745/- the highest level so 
far attained by the Company. The 
net profit after depreciation stood 
at Rs 87,11,985 as against Rs 
65,02,100. The better financial re¬ 
sults were largely due to the subs¬ 
tantial increase in production. Al¬ 
though the price increase was appli¬ 
cable for the whole year, it was 
more than off-set by the heavy in¬ 
creases in costs mainly arising out 
of Governmental action beyond the 
consol of the industry, 


The better working results have 
encouraged your Directors to pro¬ 
pose an increased dividend at 10% 
against 8.36% in the previous year 
besides strengthening the finances of 
the Company by transfer of over 
Rs 64 lakhs to Reserves. In view 
of profits determined by the Income- 
tax Officer as exempt from tax 
under Sections 84 and 101 of the 
Income-tax Act 1961 and Rule 20 
of the Income-tax Rules 1962, 
Income-tax and Super-tax are not 
payable by the shareholders under 
Sections 85 and 101 (2) of the 
Income-tax Act on the said divid¬ 
ends to the extent of Rs 15,92,030. 
The proposed dividend of 10% on 
ordinary shares would amount to 
not payment of 87.52 nP per ordi¬ 
nary share after deduction of In¬ 
come-tax under Section 194 of the 
Income-tax Act 1961 on 4.16% 
dividend, the balance 5.84% divid¬ 
end being exempt from tax. On this 
basis the shareholders would get a 
net dividend of 87.52 nP per ordi¬ 
nary share. 

Developmental Price Policy Wanted 

In spite of the fact that there is 
general recognition of the import¬ 
ance and basic necessity of the 
development of the cement indus¬ 
try, the Government policy and 
action continued to be characterised 
by the same complacency as in the 
previous years. Individual cement 
manufacturers and the industry as a 
whole have been representing to the 
Government from time to time about 
their difficulties and the continuing 
rise in costs mainly arising out of 
Governmental action. But no tangi¬ 
ble change in Governmental policy 
towards the industry has been wit¬ 
nessed, It is a matter for regret that 
the common objective of increasing 
production of an essential commo¬ 
dity like cement is not being ful¬ 
filled only for lack of a develop¬ 
mental price policy. 

I can say with pride that the in¬ 
dustry is pulling all its weight to 
improve production and despatches 
within its mean*. The impediments 
to expansion are no longer the 
foreign exchange scarcity and non¬ 
availability of plant and equipment 
bectUM indigenous machinery manu¬ 


facturers are promising delivery of 
complete plants by 1964 and 1965 
provided firm commitments are 
given now. Orders are not forth¬ 
coming from licencees became of 
low profitability and dearth of Capi¬ 
tal. It is only the non-availability 
of resources with the industry due 
to the price and tax policies of the 
Government that forms the impedi¬ 
ment to development at present. 

A Strategic Industry 

According to a Reserve Bank 
study, the cement industry could 
retain only 11.18% of the profits 
after tax against an average of 
36.4% for industry as a whole in 
1961-62. In Bpite of distributing 
88.2% of the profits after tax, gross 
dividends worked out to only 6.9% 
of net worth. This situation is a 
matter entirely in the hands of the 
Government. If the production nl 
cement is not going apace the re¬ 
quirements according to the antici¬ 
pated targets, the blame should fall 
squarely on the Government policies 
affecting the industry. 

The cement industry is a strate¬ 
gic one and it has to be helped 
to develop at an accelerated speed. 
Unless the Government follows an 
appropriate price policy that en¬ 
courages expansion, the develop¬ 
ment of the industry cannot take 
place and the country will be faded 
with continuing scarcity in respect 
of an essential basic material as 
cement. In our developing economy 
and particularly with the emergency 
the demand for cement will steadi¬ 
ly mount. But the development of 
the industry is by no means show¬ 
ing any trend towards sufficiency to 
meet the need. Against the target¬ 
ed capacity of 15 million tonnes 
the fulfilment of the existing pro¬ 
posals in different stages of execu¬ 
tion will only lead to an attain¬ 
ment of 12.5 million tonnes capa¬ 
city leaving a short-fall of nearly 3 
million tonnes in the targeted cana- 
city itself. Therefore, it is impera¬ 
tive that all the licensed schemes 
at present should be put into exe¬ 
cution immediately if the Plan 
target is to be achieved within die 
Plan period as it takes about 3 
yearn for a plant to go into produc- 
90B- 
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CtMeUulm of UctiKw 

The Heavy Industrie* Minister 
SriC Subraraaniam has announced 
a policy of cancelling licence* on 
which no effective steps have been 
taken. It is desirable to have a 
clear idea as to the implementation 
of the schemes. But has the Minis¬ 
ter gone deeply and carefully into 
the reasons for the non-implemen¬ 
tation of these licences? Sufficient 
appreciation of these basic reasons 
would have probably reflected a 
change in the Governmental atti¬ 
tude and policy in this respect. 
This fudumental problem has, 
therefore, to receive more earnest 
consideration at the hands of the 
Government leading to effective and 
prompt action. 

In this light, the last price fixa¬ 
tion has been disheartening. It re¬ 
flected neither promptness nor per¬ 
spective thinking. The increase 
granted with effect from 1st June 
1963 gave your Company Rs 2.75 
nP per tonne. This price increase 
is totally inadequate in view of the 
heavy rise in costs that took place 
after the previous price fixation 
due to governmental action. Further 
rises in costs have also not been 
checked by any means. Unless a 
system of automatic escalation to 
cover the increases under the major 
heads like fuel, power, transport 

etc arising out of governmental 
action is introduced by the Govern¬ 
ment, the industry will continue 

to face this problem of rising costs 
without adequate timely cover for 
same in the prices. F.ven after 
holding out definite assurance of 
providing for rise in costs due to 
their own action. Government failed 
to take timely action and when ac¬ 
tion was taken after considerable 
delay, the compensation was not 

sufficient and it was also not given 
retrospective effect with the result 
that the entire burden of enhanced 
costs due to Governmental action 
had to he borne by the industry. 

Another factor on which also the 
Government is not taking a realistic 
decision is in regard to the quarter¬ 
ly packing charges. The scheme 
of price fixation does not include 
atiy element to cover packing 
charges as the Goverment has been 
following a policy of fixing pack¬ 
ing charges quarterly on a certain 
formula based on actual costs. 
Since ‘October 1962 the Govern¬ 



ment formula envisages 50% use o! 
old bags- and the prices of old bags 
have boon taken at 65% of the 
price of new hags; This 50% use 
of old bags is impossible as it re¬ 
quires 100% return of new bags. 
In spite of the best efforts of the 
industry, the average for 1962 has 
only been 34% use of the old bags. 
In view of the short supply of pack¬ 
ing hags and consequent competi¬ 
tion in the market the actual price 
of old hags has been as much as 
85% of the price of new bags. 
There has thus been a considerable 
loss to the industry on account of 
packing charges also. This will 
continue till the Government adopts 
a realistic policy in this matter. 

I would also like to point out 
here that transport costs on lime¬ 
stone from the quarries to your 
factory arc increasing year by year 
due to the continuous increase in 
railway freight. As stated in the 
Directors’ Report the railway 
freight has increased 70% since 
1954. Cement factories like youis 
which are situated at a distance 
from the quarry site are at a dis¬ 
advantage as the cost of transporta¬ 
tion of raw materials from the 
quarry site to the factory is to be 
borne by- the industry while the 
outward freight of cement is pooled. 
As long as individual prices were 
fixed on the basis of individual 
costs, this factor was immaterial. 
But when prices are fixed on the 
basis of average Costs as is being 
done now. this becomes a burden 
on the units concerned. While 
locational disadvantages or advant¬ 
ages to the industry are nullified 
by the pooling of freight on cement, 
there should be a similiar adjust¬ 
ment in the matter of freight on 
raw materials. In the case of your 
Works, the freight per tonne of 
limestone works out to Rs 4.40 nP. 
This freight for a distance of 15 
miles is exorbitant and inemiit- 
able especially in view of the bulk 
movement in block rakes of a raw 
material. Your Company had also 
a definite agreement with the then 
State Government at the time of 
the establishment of the factory 
that concessional sailway rates 
would be made available for the 
movement of the raw material and 
no terminal or short distance char¬ 
ges would be levied. This matter 
is still under correspondence with 
the Railway authorities and it is 
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hoped thqt the lurfnu and: wdust 
situation would -be remedied. The 
incidence -of this freight on the, cost 
of cement is Rs 7/- P*T tthrte, 
which, is an additional burden on 
your Company as compared toumts 
at quariy site. 

Ini prove men I of Efficiency 

As I mentioned in toy last 
speech, steps were taken for mecha¬ 
nisation of your quarries and in¬ 
stallation of handling and other 
equipments at, the Works. These 
should further contribute to effici¬ 
ency and improve production. Your 
Company’s application for import 
licence for balancing equipments is 
still pending with the Government 
for sanction. I had mentioned in 
my last speech that the grant of 
permission for such imports should 
be expeditiously given as the foreign 
exchange expenditure incurred 
would be more than compensated 
by the increase in the production of 
cement. Here again, a more prac¬ 
tical approach on the part of the 
Government is warranted. May I 
express the hope that the experi¬ 
ence, skill and the willingness of 
the industry to develop and make 
full utilisation of the capacity to 
satisfy the national demand for 
cement will meet with encourage¬ 
ment from the Government by ap¬ 
propriate policy and timely action. 

1 would, in conclusion, like to 
thank you all and on your behalf 
the workers and members of the 
staff at all levels for their continu¬ 
ed co-operation. 


Indian Steel Bolling 

JNDIAN Steel Rolling Mills has 
maintained Its operations at a 
satisfactory level during the year 
ended March 31, 1963. Met sales 
were up at Rs 2.14 crores as 
against Rs 1.62 crores in 1961-62 
But net profit after providing for 
taxation at Rs. 5.20 lakhs (Rs 4.30 
9 per cent absorbing Rs 4.89 lakhs 
(Rs 4.88 lakhs). 

The Directors state that produc¬ 
tion in the roiling and wire mills 
was satisfactory with, the supply of 
raw materials to the mills and 
transport of billets from the produ¬ 
cing centres remaining uninterrup¬ 
ted. The Company's new re-beating 
furnace was commissioned W May 
last. " , 
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The Mysore Paper Mills limited, Bangalore 

Speech of the Chairman Shri M D Shivananjappa IAS 


'J’HE following is the speech deli¬ 
vered by Shri M D Shivanan¬ 
jappa, i a s, Chairman and Manag¬ 
ing Director, The Mysore Paper 
Mills Limited, at the Twenty-eighth 
Ordinary General Meeting of the 
Company held at Bangalore on 
Thursday the 5th September 1965. 

Ladies and Gentlemen, 

I consider it a privilege and a 
pleasure to welcome you to the 28th 
Annual General Meeting of the 
Shareholders and to present the Re¬ 
port of the Directors and Accounts 
for the year ended 51st March 1965 
along with the Report of the Audi¬ 
tors of the Company thereon. These 
have been circulated already and 
have been with you for sometime, 
and with your permission, l shall 
take them as read and proceed to 
refer to a few salient features of 
the year’s operations. 

All Round Progress 

It is a matter of great satisfaction 
for me to report that there has been 
an all round progress during the 
year under review; production of 
paper has increased by 212 tonnes 
over the previous year and the turn¬ 
over has shown an increase by Rs. 
5.69 lakhs over last year. Though 
the production and sale of paper 
and turnover have been slightly hi¬ 
gher, yet the profits are slightly 
lower than the previous year and 
this is accounted for by higher work¬ 
ing expenses. It has been repor¬ 
ted to you previously that the Go¬ 
vernment of India had referred the 
question of paper prices to the TariH 
Commission as early as 1958 and 
the Tariff Commission after elabo¬ 
rate investigation fixed prices which 
the Government of India accepted 
and announced in 1960, Prices re¬ 
commended by the Tariff Commis¬ 
sion and accepted by the Govern¬ 
ment of India were disappointing. 
The representatives of die Paper 
Industry made repeated representa¬ 
tions to the Government of India 
for a suitable increase and it was 
only in June 1962 that the Govern¬ 
ment of India sanctioned a small 
increase. As stated in your Dire¬ 
ctors’ Report, this increase is much 
loo inadequate when compared with 


the increase in prices of raw mate¬ 
rials, chemicals, coal and labour 
costs. Besides these increases, the 
emergency created by the Chinese 
invasion of our Land has brought 
in new Legislative measures which 
have further added to our chstg. 
The Paper Industry has taken up 
again the question of revision of 
prices with the Government of India 
and I am not without hope that the 
Government of India will not only 
afford immediate relief but also will 
see their way to set up suitable ma¬ 
chinery to revise prices promptly 
at least to absorb such increases in 
costs over which the Industry has 
no control. In this context, it should 
be noted that under the third five 
year plan, the target of 8,20,000 
tons is planned to be achieved by 
expanding the capacity of the exis¬ 
ting Mills and by starting New 
Mills, large and small. I have no 
hesitation to say that it is only a 
price policy which would ensure a 
reasonable and fair return on capital 
that would act as an incentive for 
expeditious implementation of ex¬ 
pansion scheme of the existing units 
and for starting new units. It is 
also to be remembered in thiR con 
text, that India is still low down 
in the list of paper producing and 
consuming countries with low per 
capita consumption and nothing 
should he done to retard the growth 
of this Industry, so vita! to the 
Nation. 

Turning to the Balance Sheet, 1 
have to say that depreciation on 
fixed assets calculated in accord¬ 
ance with the rates allowed for nor¬ 
mal depreciation and extra shift 
allowance as per Income Tax Act 
amounting to Rs 6,03,908/- has 
been provided. A sum of Rs 
22,800/- has been provided towards 
Development Rebate in accordance 
with the Finance Act. Provision of 
Rs 6 lakhs has been made to meet 
the tax liability. Luckily, we do 
not attract Super Profit Tax be¬ 
cause of large increase of equity 
capital by the recent Rights Issue 
and reserves built over the years. 

Your Directors have considered 
it appropriate to transfer the follow¬ 


ing Reserves to the General Re¬ 
serve;— 

Reserve for fluctuation in the 

value of Stores and Raw mate¬ 
rials Rs 1,00,000 

Rehabilitation Reserve 5,50,000 
and have also decided to appro¬ 
priate Rs 4,50,000 available in 
provision for repairs and replace¬ 
ments which is no longer required 
to General Reserve Account, thus 
bringing the General Reserve to 
Rs 56 lakhs. 

In regard to distributable profits, 
a* indicated in your Directors’ Re¬ 
port. the net Profit for the year 
together with the balance of carry 
forward of Rs. 38,113/- and Rs. 
37,500/- proposed to be drawn from 
Dividend Equalisation Reserve will 
amount to Rs, 6,90,100/. which 
your Directors have proposed to 
appropriate as follows:-— 

(i) To declare a dividend of 12% 
subject to tax or at the rate 
of Rs. 1-20 nP (taxable! per 
Share of Rs 10/- fully paid 
absorbing Rs. 3,00,000 

(ii) To declare a dividend of 12% 
subject to tax on partly paid 
Shares for proportionate period 
absorbing about Rs 3.75,000 

“Rs.TjS/HXi 

(iii) To carry forward Rs. 15,100 

12% Dividend 

In making these proposals for 
distribution of surplus, your Direc¬ 
tors have followed the sound policy 
of conserving Company’s resources 
for development consistent with the 
interest of Shareholders and it is 
this consideration that weighed with 
your Directors to recommend decla¬ 
ration of 12% dividend subject to 
tax absorbing Rs. 6.75 lakhs as 
against Rs. 5.5 lakhs last year, and 
1 hope you will agree to this, I 
am glad to inform you that the 
Industrial Finance Corporation of 
India have communicated their 
approval to our declaration of 12% 
dividend subject to tax in terms of 
the Agreement for which I am 
grateful to them. In the light of 
what I have said before regarding 
mounting production costs on the 
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When every naya paisa counts, you and your family can 
count on BINNY FABRICS— the best value for money. 


UMPORTMT: 


Careful waging preserves clothes and 
colour—avoid steaming, this damages both. 


'TIm Bticklhfham a Carnatk Company Umltid. Th* Banjalor* Woollan, Cotton t Silk 
Hill* Company LlmUod. SuUidlarkt of BINNY * CO. (MADRAS)tTD. 





your foments of > 

BINNY hbrica-at controltad- 
rtui from - »urtier !»•* . 
r BINNY ItodU.t. •' 

chi. (I(ii board. ; ' . ' 

mltr-m* . 


f V .i 









• : *\t 


1 ...j . ; JH*' ,. » 

W whS* wtt 1BA»‘ as and the'feOapcets ieaoh 

control -ahd- cputrolied , prices <j)f Madras Part shortly. - Likewise, 
finished products on the outer, you ' ’Messrs. Masson Scott;-and Co., with 
will consider the wpikMg' results iff -who® orders have been placed for 
tfip and ‘t ; the ■ 'Duplet'.Super Cjutter v have- 

should Hite to‘point out that the arranged for despatch andjthe' 
pfeakirtl^ results how presented ard . shioment is exp«ted oarly.yBdiIer 
mainly- duo- to continued vigilance * and. Steam Distribution equipments 

and also the Plaek'Liquot Recovery' 
Unit ordered with Messrs, Qabcqck 
and Wilcox have ail been'deceived 
at the Factory site, f am glad, to 
inform youdhat the erection tff the. 
Bdjler has already been taken up 
and the erection of Pulp Plant and 
Paper Plant'is expected to be taken 
up sometime in October/Noyember 
this year. 

On the side <rf the .development 
Finance, you had Been told that 
all agreements' and arrangements 
With the three Lending. Institutions, 
The Commonwealth Development 
, Finance Co., Ltd.,. London, the 
Industrial Credit and Investment 
Corporation of India, Bombay and 
the 'Industrial' Finance Corporation 
of India, New Delhi had been com¬ 
pleted. We have drawn £ 5,25,000/- 
(sterling) from the Commonwealth 
Development Finance Company 
Limited,, and Rsj. 55,00,000/- (in 
foreign currencies) from the in-. 
dustrial Credit and Investment Cor¬ 
poration of India to pay for foreign ’ 
purchases and Rs. 35,00,000/- from , 
the Industrial Finance Corporation 
of India’ for purposes Of indigenous 
purchases and local 1 expenditure, 

l woUld like to avail myself of 
this opportunity to thank you, the 
members- present here and other 
members who are not present here 
’ todfcy hot pnly for the satisfactory 
response made in subscribing to the; 
Rights Issue and payment- of. calls, 
but also for the continued sup¬ 
port, you have been extending to 
me all along. , 

New Plant 

. Necessary -funds have been se¬ 
cured for the expansion- scheme, 
Thanks to our Suppliers, good pro¬ 
gress has been iqade in the acquisi¬ 
tion of equipments from abroad. . 
The Civil Engineering Works at 
the. Factory site- have made satis- , 
factory progress. Unless there be 
Shy unforeseen or insurmountable 
difficulties, T -expect the .New Plant 
to go intd , production before we/ 
meqt next and to be able to present 
you with die Complimentary Letter 
Pads containing samples of paper ' 


and, 'priadenfife exerdied by she 
Management in all directions. 

I |m happy to inform, you that- 
the Labour-Management relation* 
continue -to be cordial.' The Five-, 
Year Industrial Peace Agreement 
concluded between the Management 
and Labour in May 1958 expired in 
May ,}9&3: Al\ reasonable demands 
of Labbur are sympathetically con¬ 
sidered ; by your Directors. Your 
Directors'have sanctioned financial 
relief involving an annual expendi¬ 
ture of . Ifs. 3 lakhs to staff and 
labour. Further, a bonus of three 
-months’- salary or wages arid one 
mory months’ • salary or wages as 
ex-gratra for having reached the 
highest- production, have been" san¬ 
ctioned. and disbursed , to all our 
employees. It will be of interest 
for you to hear that a good number 
of- Our employees have become 
Shareholders of the Company by 
aoquiring. new Shares, thus identi¬ 
fying themselves with the interests 
of the Concern. 

Scheme of Expansion 

Yo« will naturally expect me to 
say a ' word-or two on the. prog¬ 
ress made in the implementation 
of the Scheme of -Expansion since 
we met last, f informed you last 
year about this time thit arrange¬ 
ments had been completed to se¬ 
cure the complete range of equip¬ 
ments necessary to step up produc¬ 
tion to 18,000 tonnes and contracts 
concluded with the Suppliers of 
Plant and Machinery in Germany, 
and United Kingdom. -Messrs. J M 
Voijh • of Germany in' execution of 
the Contract for . supply of Pulp 
Plant hive despatched practically 
the entire equipment and a portion 
thereof has* already reached the 
factory fjite. Messrs. Escherwyss of 
Ravensbufg, Germany and Messrs 
MiUipaugh of Sheffield, England, 
with whom orders have been placed 
for ' Paper Machine, Stock and 
Chemical- Preparation Plant and 
other Paper Machine equipments 
respectively have,' despatched the. 
entire set of - equipments and -503f>, 
have bedn received at .die •Factory 


v,; v 

burned, df bur' .nfcw Paper 
Machine. /•'.! ***<,£; 

Your Directors haver contributed \\[ 
a sum of Ra 25,000/- to A* Natipi/: :* 
pal Defepce Fund, and I trust’you- 
will appreciate and accord approval . * 
to the same, ■’ 1 ' .*• *•' ’*• 

.A Special Resolution tp amend-'/ 
Article 96 of our Articlesof Aaso- ' 
elation is being placed before -ydo'; 
suggesting an increase in the Sitting 1 ' 

Fee ilq your Directorfc Fbr reasons ‘) 
stated in the,. Explanatory Ifote,’ 
annexed" to the, Notiee . ' convening 
this Meeting, I hdpe the .proposal ' 
would, meet with your whole-hearted 
approval, and with your permission, * ■ 
I ‘shall sdek the approval iff the ' , 
Central , Government to this en¬ 
hancement of Sitting Fee and oon- ,* y 
sequent amendment in due course. 

On behalf of the Company, it is 
my peasant duty to. express my -, 
thanks to the authorities of the , 
Commonwealth Development Fin,- ' .*■ 
ance Company Ltd., London, tho 
Industrial Credit and TnyestioiBjtit 
Corporation 1 of India, Bombay ahd , 
the Industrial Finance Corporation ■ 
of India,. New Delhi, State -Bank of 
Mysore, State Bank of India, and 
the Canara Banking Corporation 
Ltd., for' their support and assist¬ 
ance in the implementation of the * 
Development Pin ns. - 1 , 

I would also like, to express on . , 
behalf of the Directors and Share¬ 
holders, our gratefuj thanks to 
Central and State Governments 
the continued interest they are. j 
evincing in the progress of the 
Mills. 

I am very grateful to my colle-' 
agues, on the Board for their whole¬ 
hearted support and valuable guid¬ 
ance, 

i wish also to express on behalf 
of the Directors and my own our 
warm appreciation of the willing 
and efficient co-operation of .all opr 
employees. 

Ladies and Gentlemen, with these 
observations, I now move that the 
Directors’ > Report and Audited 
Balance Sheet.and Profit and Loss, 
Account lot the, - year ended . 
31-3-1963 ,be "approved and 
adapted." - __ * 

N.B. :—This does not purport to be 
a Report of • the proceedings ~ 

’ of the Shareholders’ Meeting, • 
a copy of which shall be sent 
to tire Shareholders separately. 
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Dalai Street in Good Temper 


Thursday, Morning 


’J'HE mood hat. changed and Dalai 
StWeet appears to he in form 
again. Equities have recorded all¬ 
round improvement and the rise 
has been fairly impressive in the 
case of speculators' favourites. 
Within less than u fortnight, Indian 
Iron has shot tip from Rs 22.48 to 
Rs 23.80, Tata Steel from Rs 140 
to Rs 140, Hindustan Motor from 
Rs 16.16 to Rs 17.20, National 
Rayon from Rs 317 to K» 339, 
Century from Rs 328 to Rs 546 
and Rombny Burmah from Rs 
59.70 to Rs 62.70. Turnover has 
increased though activity is still 
predominantly professional. With 
outside public interest continuing 
to be on the low side, the stock 
market, however, lacks the buoy¬ 
ancy associated with a big rise in 
prices. 

The recent corporate news has 
no doubt been encouraging but the 
turn in market sentiment cannot 
be easily explained on that score. 
The explanation that the recent 
strength in the stock market re¬ 
flects its optimism about substan¬ 
tial modifications in the Govern¬ 
ment’s fiscal policy. Gold Control 
and compulsory deposit scheme 
following the changeover of the 
Finance portfolio also does not 
convince. In according an appre¬ 
ciative welcome to TTK as the new 
Finance Minister, the slock market 
is perhaps making amends for the 
unkind thoughts it has all along 
been entertaining about him. Had 
not the stock market registered a 
sharp decline when it heard of 
TTK’s unopposed election? Big 
Business — and Dalai Street does 
represent Big Business — which i9 
known to have always been criti¬ 
cal of TTK can scarcely ufford ,o 
incur his displeasure now that he 
is once again in charge of the 
Finance jxirtfolio. 

It is quite amusing to hear mar- 
ket men say that a few prominent 
operators have been trying hard to 
rig up the market by lending sus¬ 
tained massive support in order to 
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create an impression that TTK is 
more welcome than Shri Morarji 
Dcsai. And the market being 
rather thin, it has responded quick¬ 
ly to selective professional pur¬ 
chases. Of course, alwence of any 
adverse news from across the nor¬ 
thern borders has also been very 
helpful in pushing up the market. 
The rectnt rise, has brought the 
market fairly close to its July top - 
the highest for the year - from 
where it had slipped badly on alar¬ 
ming reports about the heavy con¬ 
centration of Chinese troops along 
the borders. Technical reactions 
apart, the market could be expected 
to edge its way further up unless 
the sentiment is again upset by 
developments on the borders. The 
threat of Chinese aggression is, 
however, likely to keep the public 
away from the market. Prosperity 
is unlikely to return to the stock 
market in the near future. 

Cotton 

Prices Drift Lower 

LEATHER is still the main 
factor determining the mood 
of the market. And the news last 
week was generally encouraging. 
Nearly all the important cotton 
growing tracts which had begun to 
feel a little uneasy because of the 
prolonged wet spell reported dry 
weather: and what is more, Cutch 
received the badly needed rains. 
Certain areas in the Punjab, how¬ 
ever. reported some damage to the 
Deshi and 320F crops on account 
of the recent floods With the over¬ 
all weather reports quite favour¬ 
able. the cotton market last 
week developed a distinctly subdued 
tendency. In futures, the March 
contract which had improved from 
Rs 700.75 to Rs 714.50 .per 3 
quintals) between 19th and 27th 
August was down again at Rs 
701.75 on 4th September and at 
its Wednesday’s closing of Rs 705, 
it showed a net loss of Rs 6.25 over 
the week. Corrective profit-taking 
alone could have produced the set¬ 
back that occured last week. But 


it is not unlikely that this setback 
may mark the beginning of an im¬ 
portant downward move, provided, 
of course, the weather continues to 
oblige. Though the early maturing 
crop (Jarilla 197/3) is feared to 
have been adversely affected by 
excessive moisture, informed obser¬ 
vers forecast the 1963-64 crop to 
be better than in the previous 
season when production set an all- 
time record of 57 lakh bales. These 
forecasts are based on normal wea¬ 
ther conditions until the crop is 
ready. 

Another good harvest can bring 
about a marked change in the out¬ 
look lor cotton prices, especially 
when the carryover from the previ¬ 
ous season has been fairly large 
around 21 lakh bales. Unlike last 
year, the .market will not experi¬ 
ence any scarcity of goods during 
September and October because 
stocks witli the mills and the trade, 
particularly with the mills, are so 
big that they have little to bother 
until the new crop begins to move 
into the market in quantity. Spot 
prices can be expected to develop 
pronounced weakness once the 
trade is assured of a good crop, ll 
is still too early to say what tilt- 
crop will he like because.it all 
depends on the weather during the 
next few weeks. September is a 
very critical period for the cotton 
crop. 

Activity in the futures market 
is gradually picking up and the 
general sentiment is turning bearish. 
The turnover in the spot market 
continues to he restricted which is 
quite normal for this time of th- 
year. Only the Southern mills 
have been figuring as the main 
buyers recently, with their inte¬ 
rest centring mostly on C02. Ben¬ 
gal Deshi prices have continued to 
display a firm tendency due to 
extremely poor carryover and em 
ergence of domestic mill inquiry. 
Prices paid by the mills for new 
crop Deshi are considerably higher 
than those quoted by the Japanese 
buyers. Exporters, however, seem 
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optimtafc about an'early revival 
of Japanese buying around the pre- ' 
vailing. Indian prices.' 

While if, will be some time be¬ 
fore tbe Government announces its 
import programme for the current 
season it is reasonable to assume 
that normal imports, around 7 lakh 
bales, will be allowed to meet the 
industry’s " requirements of long 
staple cotton. It is said that the 
new Indo-Pakistani trade agree¬ 
ment Will make possible the import 
of some 60,000 bales of cotton from 
Pakistan. Mention might be made 
here of Shri Manubhai Shah’s 
statement in Parliament that there 
will be no further import of vis¬ 
cose staple fibre under the U S 
non-project assistance. This deci¬ 
sion follows the representation 
made by the Indian Cotton Mills’ 
Federation against imports of this 
fibre. 

Oilseeds 
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Steadier at Week-end 

JT was quite an unexciting week 

for the oilseeds market. Business 
wag usually on the low side and 
fluctuations were very narrow. 
Groundnut futures which continue 
to monopolise speculators’ attention 
moved both ways between Rs 218.75 
and Rs 216.62 and closed un¬ 
changed over the week at Rs 
218.37. Castor March drifted idly 
between Rs 164 and Rs 162.50. 
Linseed attracted some attention 
near the week-end and the March 
contract which had eased from Rs 
37.25 to Rs 36.31 was up again 
at Rs 37.37 (per 50 kgs). While 
recovery in groundnut futures was 
in the nature of a technical correc¬ 
tion brought about mainly by short 
covering, the buying in linseed 
futures was said to have been in- 
duoed by rumours about an early 
increase in the export incentive for 
linseed oil. 

With weather reports from the 
groundnut producing areas conti¬ 
nuing to be Very favourable, the 
trade expects the new crop to be 
appreciably larger than that in the 
previous season. But bears are 
still reluctant to be aggressive be¬ 
cause of the continued firmness in 
the spot material which might per¬ 
sist for some more time until new 
crop,begins to find Its way into the 
market Though die demand for 


ready goods continues fo W fairly * 
satisfactory and offerings' are' 1 ''rest¬ 
ricted, few observers expect, any 
important rise in spot prices in 
face of the large prospective sup¬ 
plies. In any case, the current 
prices for the new crop January 
contract appear to be on the high 
side and if the weather conditions 
remain favourable futures prices 
can be expected to record a mode¬ 
rate decline from the current levels. 

Export houses reported fairly good 
business in groundnut extractions 
with the U K though the prices re¬ 
alised were about .10 shillings per 
ton lower .than in the preceding 
week. Shippers were able to offer 
their goods at lower prices because 
of the availability of charter freight 
at 90/92 shillings per long ton as 
against the Conference freight of 
117-10 shillings (net after allowing 
deferred rebate). The latest U K 
quotations for Indian extractions 
were placed at £ 36 for September 
shipment 1 , 36-5 for October, £ 35-10 
for November, £ 35-5 for December 
and £ 34-10 for January shipment. 
Export prospects for groundnut ex¬ 
tractions are considered to be quite 
promising though prices are likely ta 
show an easier tendency because of 
the intreasod Indian offerings once 
new crop groundnuts become avail¬ 
able in plenty; The crop movement 


will be’ in foil awing after about '■ . 
the middle of October. Export houses * 
did not mention any fresh, business 
with Communist countries last 
week but these countries are un- . 
likely to keep off the market for long- 
Apart from extractions, fairly good 
business was reported to have been - 
put through in groundnut, HRS. 
Poland was mentioned as the main 
buyer, taking nearly 1,5(10 tons, 
December shipment, at around Rs * 
1,040 per ton f o b Indian ports. 
There were also reports of some 
800 tons of castor oil having been 
purchased by Czechoslovakia* The * 
U K did not evince any interest in 
Indian castor oil and the prices 
quoted were around £ 102 per ton 
for Commercial and £ 106 for BSS. 
Linseed cake and linseed oil con¬ 
tinued to be completely neglected.. , 
Export business in linseed oil can: 
revive if the export incentive is 
liberalised. There seems little 
justification for not treating linseed 
oil at par with groundnut oil under 
tlie export promotion scheme. In 
fact, it would bo a much better 
policy to encourage the export of 
linseed oil instead of ground nUt 

oil. Export of linseed oil can earn 
the same foreign exchange as 
groundnut oil without seriously 
disturbing the domestic price level 
for edible oils. 


Hindustan Motors 


T HE Directors of Hindustan 
Motors state in their Annual 
Report for the year ended March 
31, 1963, that despite various diffi¬ 
culties such as delay in obtaining 
licences, drastic cut in foreign ex¬ 
change allocation, power shortage, 
and scarcity of raw materials, the 
working results have been satisfac¬ 
tory. Production of cars and trucks 
increased during the year. The 
indigenous content of the Ambassa¬ 
dor car and Bedford truck have 
increased thereby making further 
progress tqwards self-sufficiency. 
Demand for the- Company’s vehi¬ 
cles is good with a back-log of 
orders for cars booked with dealers 
throughout India pending delivery. 
Sales expanded to Rs 29.29 crores 
from Rs 24*90 crores in the pre¬ 
vious year. Gross profits rose from 
Rs 386.19 lakhs to Rs 421.50 lakhs. 
Depreciation absorbed was less at 
Re 71.50 lakhs <Rs 73 lakhs). 
Development rebate reserve also 
got less at Rs 9,75 lakhs (Rs IL50 


lakhs). But provision for taxation 
took away Rs 70.50 lakhs more at 
Rs 222.50 lakhs. Balance of pro¬ 
fit was lower at Rs 117.75 lakhs as 
compared with Rs 149.69 lakhs in 
1961-62. Including the last year’s 
balance of Rs 1.26 lakhs, the 
amount available for disposal came 
to Rs 119.01 lakhs (Rs .152.45 
lakhs) from which Rs 25 lakhs (Rs 
50 lakhs) have been allocated to 
General Reserve, Rs 85,409 ear¬ 
marked for preference dividend), 
Rs 3,043 carried to next aecount, 
and the balance of Rs 93.13 lakhs 
transferred to a Dividend Reserve. 
The Directors propose to pay out 
of the Dividend Reserve, dividend, 
on ordinary shares at Rs 1.15 per 
share, subject to tax, as against Rs 
1.25 in the previous year. The 
reduction of net available profits 
is, according to the Directors, due 
to the impact of SPT and increases 
in import and excise duties, central 
sales lax and other taxes, and has 
led to a cut in the dividend. 
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CURRENT STATISTICS 

Foreign Trade of India 


PRINCIPAL EXPORTS 


(It, lakhs) 


JLin '63 Jun ’62 

Apr '63- Apr '62- Jun 63 Jun '6.4 

Food 

o) ti kich 

Meat and meat 
preparations 
Fiali and fish 
preparations 
Fish: fresh or 
simply preserved 
Fish and fish 
preparations, 
panned or not 
Cereals and cereal 
preparations 
Fruits and vegetables 
Fruits and nuts, 
fresh 

Drted fruits 
Vegetables, fresh 
ami dry 

Vegetables preserved 
Sugar and sugar 
preparations 
Sugar 

Coffee, tea, cocoa, spices 
and manufactures 
thereof 
Coffee 

Tea and mate 
Spices 

Feeding stuff l'oi- 
anlmals 
Beverages and 
tobacco 

Tobacco and 
tobacco manufactures 
Tobacco unmanu¬ 
factured 
Tobacco 
manufactures 

Crude materials, 

Inedible, except 
fuels 

Hides, skins and 
fur skins, undressed 
Hides and skins, 
undressed 
Oil-seeds, oil nuts 
and oil kernels 
Wood, lumber 
and cork 
Wood In the 
round or roughly 
squared 
Textile fibres 
and waste 
Wool and other 
animal hair 
Cotton 

Jute, including 
Jute cuttings and 
waste 

Vegetable fibres, 
except cotton 
and jute 

Waste material from 
tesitte fabrics, 
including rags 


Jun ’63 Jun ’62 

Apr ’63- Apr ’62- Jun ’63: Jun ’62 


Crude fertilisers and 
crude minerals, 
excluding coal, 
petroleum and 


precious stones 

300.6 

342.9 

91.5 

116.5 

Crude minerals 

299.1 

339.5 

90.5 

116.1 

Meialliferrous ores 
and metal scrap 

1167.1 

779.9 

424.3 

208.7 

Iron ore and 
concentrates 

863.2 

454.0 

308.7 

114.1 

Iron and steel 
scrap 

93.5 

46.0 

34.1 

9 3 

Ores of non-ferrous 
base metals and 
concentrates 

209.7 

277.9 

81.1 

84.5 

Animal and vegetable 
crude materials, 
inedible, n e s 

547.1 

473.8 

186.2 

125.8 

Crude animal 
materials, inedible 
n e s 

119.9 

141.6 

33.1 

33.3 

Crude vegetable 
materials, inedible 
n e s 

427.2 

332 2 

153.1 

92.6 

Mineral funis, lubricant 
and related materials 

234.4 

125.0 

94.0 

44.3 

Coal, coke and 
briquettes 

66.0 

70.9 

14.9 

24.5 

Petroleum products 

168.4 

54.0 

79.1 

20.3 

Animal anil 
vegetable nils and 
fats 

592.8 

269.6 

175.4 

70.3 

Vegetable oils 

572.9 

251.7 

169.0 

03.9 

Oils and fats 
processed, and 
waxes of vegetable 
or animal origin 

19 5 

17.9 

6.5 

6.4 

Chemicals 

178.4 

204,(1 

67.0 

76.7 

Chemical elements 
and compounds 

48.4 

27.5 

17.CT 

9.3 

Inorganic chemicals 

13.6 

10.9 

2.8 

5.0 

Organic chemicals 

34.7 

16.5 

14.2 

4,7 

Mineral tar and 
crude chemicals from 
coal, petroleum and 
natural gas 

8.6 

2.1 

3.7 


Dyeing, tanning 
and colouring 
materials 

13.5 

5.6 

4.9 

1.4 

Medicinal and 

pharmaceutical 

products 

22.5 

20,9 

7.9 

9.2 

Essential oils and 
perfume materials, 
toilets, polishing 
and cleansing 
operations 

78.9 

139.7 

31.2 

53.1 

Essential oils, 
perfume and 
flavour materials 

78.9 

139.7 

31.2 

53.1 

Perfumery, cosmetics, 
soaps and 
cleansing and 
polishing preparations 

10.0 

12.0 

2.6 

3 7 

Manufactured goods 
classified chieHy 

by material 

7048.7 

6078.4 

2879.2 

227l.<» 


4868.5 

49.5 
112 7 

98.7 

14.1 

5.4 

685.6 

521.7 

6.4 

136.2 

18.5 

1321.6 

1321.1 

1889.2 
259.0 

1338.7 
286.1 

800.3 
841.0 

840.7 

824.3 
16.4 

3238.9 

277.2 

262.9 

95.7 
85.0 

84.9 

76G.1 

83.2 
501.1 

96 0 


8708.1 

39.4 

65.6 
47.8 

17.7 

1.7 

645.5 

517.0 

6.5 

106.6 

12.5 

483.1 

482.8 

1889.8 

159.6 

1395.9 
332 4 

665.4 

759.6 

759 6 

744.8 

14.8 

2738.9 

274.9 

269.7 

114.9 

90.6 

90.1 

661.0 

169.5 

406.9 

1.6 


1455.1 

15.2 
33.8 
31.0 

2.9 

1.9 
201,7 

144.2 
2.1 

48.3 
6.2 

298.2 
298.0 

674.4 

61.3 
536.9 

75.6 

228.4 

228.2 
228.2 
223 1 

5.1 

1088.4 

73.7 

72.9 

16.8 

21.3 

21 3 
274.6 

40.6 

179.5 

30.5 


1258.5 

14.0 

214 

11.1 

10.3 

10.3 
194.8 

154.4 

1.6 

33.6 
3.9 

78.1 

78.1 

779.3 

11.3 
672.0 

95.3 

167.3 
105.0 

105.0 

100.0 

5.4 

815.0 

92.1 

91.7 
27.0 

20.2 

20.2 

224.7 

42.0 

161.2 


67.4 59.8 16.3 

12.4 9.1 3.6 
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Paper and 
paper board 
Textile yarn, 
fabrics, made-up 
articles and 
related products 
Textile yarn 
and thread 
Cotton fabrics 
of standard 
type 

Textile fabrics 
of standard 
type, other 
than cotton fabrics 
Tulle, lace, 
embroidery, 
ribbons, trimmings 
and other 


15.21 17.3 


6172.8 

308.4 


5284.6 

356.7 


2066.9 

79.3 




scientific aid. 
j controlling 


aw; pboiog- 
‘ optical 


115.3 


1118.9 1001.4 397.9 306.1 


3036.1 2022.2 976.0 901.0 


small wares 

Special textile 
fabrics and 

20.2 

29.5 

8.0 

7.S 

related products 

40,1 

44.3 

16.2 

20.0 


Made-up 
articles wholly 
or chiefly of 
textile materials 
n e s (other 
than clothing 
and footwear i 
Floor coverings 
and tapestries 
Non-matallic mineral 
manufactures 

Lime, cement and 
fabricated building 
materials, except 


mstrw* 

! raphic _..... 

2011,5 goods, watches and 
| clocks 

Exposed cinema¬ 
tographic films, 

| whether developed 
or not 

Miscellaneous 
manufactured 
articles, n.e.s. 

I Printed matter 
Manufactured 
articles, n.e s 
I Miscellaneous 
transactions 
and commodities; n c tt 
Postal packages, 
not classified 
according to kind 
Returned goods and 
special transactions 
GRAND TOTAL 


1411.4 

1450.4 

520.7 

509.5 


228.7 

180.1 

67.8 

61.9 


21.8 

32.1 

6.7 

8.0 

Reserve 


glass and clay 
materials 

Mineral 

manufactures, 

5.4 

12.4 

2.0 

3.5 

n e s 

5.9 

5.9 

2.4 

2.2 

Glassware 

6.2 

5.4 

2.0 

1.8 

Silver, platinum, 
gems and Jewellery 

20.5 

28.6 

4.1 

3.8 

Precious and 
teml-precious 
stones and 
pearls, unworked 
and worked 

Jewellery and 

goldsmiths' 

and silversmiths’ 

4.5 

2.8 

1.2 

1.0 

wares 

20.0 

25.4 

2.8 

2,3 

liase metals 

47.7 

33.8 

29.3 

9.6 

Iron and steel 

26.7 

32.4 

13.3 

9.2 

Copper 

5.6 

1.0 

1.2 

- 

Manufactures of 
metals 

Machinery and 
equipment 

70.2 

77.5 

23.1 

44.4 

23.7 

eqeipment 

Machinery other 

120.5 

85.5 

39.1 


than electric 

51,3 

57.0 

13.4 

26.1 

Power generating 
machinery 

Mining, construe- 

16.1 

14.5 

4.2 

(5.6 

tion and other 
industrial machinery 

32.7 

40.0 

8.3 

18.4 

Llcctrlc machinery. 





apparatus and 
appliances 

43.7 

20.0 

168 

10.1 

Transport equipment 
MisceHa noons 

25.5 

8.5 

14 2 

2.7 

manufactured 

articles 

304.4 

248.8 

180.1 

76.3 

Travel goods, handbags 

and similar 

articles 

7.8 

5.7 

2.7 

1.7 

Clothing 

117.5 

15.7 

40.6 

4.5 

Footwear 

62.7 

63.5 

23.2 

13.1 


51.9 

37.4 

20.1 

12.7 

47.3 

33.3 

19.0 

11,8 

143.1 

32.4 

115.3 

27.8 

49.2 

10.2 

39.8 

8.9 

106.8 

92.7 

37.6 

29.4 

98.7 

127.7 

28.* 

Jjt* 

32.4 

46.6 

91.2 

5.0 

23.3 

32.7 

616.4 

17.1 

144881 

11.9 

5694.0 

2.0 

4789.2 


Source: 


Department of Commercial Intelligence and 
Statistics, Government of India, Calcutta. 


BANKING RETURNS 

(/?, Crons i 

Bank Aug 30 


.1 

Note circulation 

3205.13 

2 

Rupee coin 

325.00 

3 

Deposits 



(a) Central Govt 

73.00 


tb) Other Govts 

10.22 


t c) Banks 

89.14 


id) Others 

159.82 

4 

Foreign securities 

89.46 

5 

Balance abroad 

5.00 

6 

Rupee securities 

1892.20 

7 

Investments 

222.28 

8 

Loans and advances 


to Govts 

45.40 

9 

Other loans and 



advances 

139.68 

Scheduled Banks 

Aug 23 

1 

Aggregate 



deposits (net) 

2190.07 


Demand (net) 

960.10 


Time (neri 

1235.96 

2 

Cash in hand 

53.95 

3 

Balance with 



Reserve Bank 

95.03 

4 

(2) +(3) as % 



of fl) 

6.78 


10 


Borrowings from 
Reserve Bank 

(a) Against usanep 
bills and/or pro. 
missory notes 

(b) Others 0.38 

Advances 1256.23 

i a) State Bank 240.48 

(b) Others 1015.75 

Bills discounted 
(a) Inland 161.67 

fb> Foreign 49.93 

(cl Total 211,60 

(1) State Bank 15.92 

(ii) Others 195.68 
(6(4 (7) as % 

Of (1) 66.84 

Investment in 
Govt Securities 745.84 

(9) as % of (1) 33.96 


Aug 23 

Aug 2 

Aug 81, 
62 

2208.74 

2215.14 

2011.38 

121.83 

119.65 

124.43 

65.04 

121.36 

92.12 

15.10 

32.79 

34.85 

101.61 

82.73 

81.13 

100.25 

204.64 

168.19 

89.40 

92.26 

88.34 

8.35 

5.08 

5.75 

1907.12 

1904.32 

1723.00 

223.31 

327,11 

236.32 

45.03 

38.48 

20.27 

138.22 

138.10 

156.07 

Aug 16 

July 2« 

Allg 24 
*62 

2179,81 

2174.74 

2060.02 

957.39 

928.49 

801.27 

1222.42 

1240.24 

1259.35 

59.08 

51.45 

51.98 

84.57 

70.33 

99.17 

6.50 

6.01 

7.34 


0.09 


0.32 

0.25 

0.75 

1269.30 

1272.14 

1193.21 

245.60 

245.94 

253.35 

1023.70 

1026.20 

939.86 

163.97 

162.45 

130.88 

47.96 

51.46 

48.75 

211,93 

213.91 

179.63 

16.27 

16.84 

14.38 

195.66 

196.07 

165.25 

67.95 

68.33 

66.62 

730.48 

887.17 

681.22 

33.51 

31.60 

33.00 
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WHEN HAHA»R SEES R£0... 

. . he think* of meter spirit I It’* a 
natural reaction. Mahablr South I* a_, 
general workman at Barbara depot. " 
One of hi* many Jobs I* the leading of 
bulk petroleum products. The valves 
controlling the flow from tank to deli, 
very vehicle are coloured —Red for 
motor spirit, light Blue for keroaine 
oil, Qrey for high speed'dieeel oil and 
so on. Mahablr know* them ail. in his 
seventeen years on the job, he has - 
acquired skill and confidence. He 
follow* Instruction* to the letter and 
does hie work well 

HI8 PROUDEST PO88E88I0N8 P 

A generous moustache, two grand¬ 


children and Hi*.job. 
softens perceptibly when he ta 
his grandchildren. Hie favourlti" 
girl aged Six. ‘She i* Inteilig 
Mahablr says. He ha* already plaj 
her education. Quiet and friendly,, 
the years he ha* won the trust oj 
co-worker*. , 

TODAY, 48 EVER, PEOPLE LIKE 
NAHABIR IRE WORKING FOR Ifl 

Mahablr and people like him — i 
levels of responsibility—are Bur 
Shell. Today, a* ever, they are 
at work .. .working to ensure that j 
petroleum products, essential 
India’s growth and progress, 
brought to you at the right plaoe| 
time, in the right quantities. 


if- 
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BURMAH-SHELL 

are People in the service of the People 





■ $ * # 


’ .V\-w 

.. < 

‘ ""y 


ft 


■S'? 


W*\ 






’ i !! 


“ ‘ 4 * 'J' 1 

a. '> 


2 H 






J - m Jv „ ^ 

A? 


***' ■ 














ajfonrnal el Cor rent economic anb political Affaire 

>v- ; 

September 14, 1963-,/^ ^ ,' ! \37 Price 50 Naye Pais 


Price 50 Naye Paise 


editorials 

How Poor, the Poor? 1539 

Malaysia 1540 

Monetary Policy 1541 

WEEKLY NOTES 

Changing Army — Persia to the 
Polls — Bokaro without U S 
Aid — Agricultural Income Tax 
1 — Farm Costa — Not Enough 
Cane for Sugar? — Banka in 
the Dock 1542 

LETTERS TO EDITOR 1546 

LETTER FROM PUNJAB 

Nehru Defends Natron, but ... 1547 

CAPITAL VIEW 
Who Is Playing What Role 
— Romeah Thapar 1 549 

FROM THE LONDON END 
T U C Politicking 1551 

A CALCUTI’A DIARY 
Away with the Deputies 
—- Flibbertigibbet 1 553 

BOOR REVIEW 

Research for Small Industry 
— M C Shetty 1555 

SPECIAL ARTICLES 
Industrial Truce in the Emer¬ 
gency: Its Working in Rajasthan 
, —Pradeep Kumar 1557 

Small Enterprises’ Contribution to 
National Income : An Alter¬ 
native Approach 

— A G Majumdar 1559 

Regional Over-Supply of Labour 
and the ‘ Protectionist ’ Argu¬ 
ment : Reply 

— Amitava Sen 1565 

AROUND BOMBAY MARKETS 
Dalai Street Turns Hesitant 1567 

BUSINESS NOTES 
Jaipur Udyog — Kirloskar Oil 
Engine* — Parry* Confectioncty 
— Mysore Paper — Hindustan 
Lever — Larsen Sc Toubro — 

Sewri Engineering — Cocniri 
Refineries — Money Market 1569 

CURRENT STATISTICS 157 2 

The Economic "Weekly 
> 65, Apollo Street, Bombay-1. 

; f ; Grama: econweek 
Telephone : 253406.. 

: Ri 24 . - 
foreign 50s or • 7 


n b? 


How Poor, the Poor ? 

THE great income controversy is at Iasi at rest Lohia, who brought 

up the subject in his speech in the debate on the no-confidence 
motion in the Lok Sabha, has been proved wrong—though, we may 
be sure, not silenced. Nanda has quoted chapter and verse of National 
Sample Survey reports and Planning Commission studies to establish 
that the people of India, even the poorest of them, are not as poor as 
Lohia makes them out to be. 

But how poor are the poor? According to Nanda, the poorest ten per 
cent of the population have an average monthly per capita expenditure 
of Rs 8 in rural areas and Rs 10 in urban areas, or 4.3 annas ,and 
5.3 annas per day, respectively ! What does that mean? The most 
austere balanced diet with a minimum consumption of other items 
would, it has been estimated, cost something like Rs 35 per head pet 
month. For the poorest ten per cent of the population, over 40 
mil I ion people, to be able to aspire to this standard by 1976, that ig 
by the end of the Fifth Plan, the rate of growth of per capita income 
would have to be 12 per cent, compared to the Third Plan target of 
4 per cent and the slight fall in per capita income actually achieved 
in the first two years of the Plan. - ' 

There is more to all this than the growth of per capita income: 
How deep do the scanty benefits of development percolate? Income 
distribution is a subject about which much is suspected, little known 
(and the Mahalanobis Committee seems to be in no mood to oblige). 
The precise arithmetic of average per capita consumption is not, there¬ 
fore, really very meaningful. What is meaningful is that from all 
available accounts the under-privileged sections of society have very 
little to show for the 15 years of Independence and a decade and 
more of planned economic development. 

Once again, abandoning percentages let us consider two sections 
of the population, the unemployed and the agricultural labourers, 
who, it may be assumed, are among the most under-privileged. 
Now, no one may know for sure the slate of unemployment in the 
country, but even those who can still get enthusiastic about the Plan 
know that the most that it claims to do is to provide employment to 
fresh entrants to the labour maricet, leaving the backlog of 9 million 
unemployed carried over from the Second Plan untouched. It is not 
likely to do even this and in fact the Planning Commission now 
appears to be reconciled to the Plan ending 'with more people without 
jobs in the country than there were when it began. 

What then has gone wrong? Did not the Third Plan promise a. 
“comprehensive programme of rural works” which, it was expected^ \ 
would not merely create additional employment opportunities but also»' 
be the means to harness the large manpower resources in. the rural •* 
areas for economic development? To admit that unemployment will 
increase over the Plmvi#riod. is that not an admission -of the Govern¬ 
ment's incapacity j>ut. : into operation economic/politSes 

and programmes Whicn%aix.turn 'Into productive use the idle man¬ 
power of the countryside which is, after all, Indil^ greatest asset poten¬ 
tially and its greatest responsibility at present? * V; 
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- If statistic* of unemployment ate 
al beit hnpretfkraiitic, even lees is 
known about another part of the 
population which is perhaps only 
just better off than those who have 
no means of livelihood at all. 
Allowing that confusion over defini¬ 
tions and concepts vitiated the data 
thrown up by the Second Agricul¬ 
tural Labour Enquiry, its conclu¬ 
sion that incomes of agricultural 
labour families actually declined 
by 11 per cent between 1950-51 and 
1956-57 cannot be ignored. What 
is important is not the exact de- 


■ i- r - 

dine in incomes or even whether 
there was a decline at all. but that 
the benefits of .an outlay of almost 
Rs 300 crores on agriculture and 
community development in the 
First Plan had gone to sections of 
the rural population other than 
this, the weakest. Economic con* 
centration and the tendency for the 
rich to get richer have not found 
the rural soil infertile. 

The powers that be, to which 
gods do they offer oblation? Cer¬ 
tainly not to Vivekananda’s God, 
the poor. 




Malaysia 


JUDICIOUS vagueness about 
Malaysia Is appropriate as we 
go to press three days before the 
proposed federation is declared born 
or postponed. It is not clear whe¬ 
ther birthday wishes should be sent 
or messages of alarm at ‘developing 
tension’. Britain, in its maternal 
guise, has shown both a marked 
propensity for bringing forth 
federations, and a marked lack of 
success in ensuring their survival 
— the Central African and West 
Indian Federations are gravestones 
along the way; verdict would be 
premature on the South Arabian or 
East African Federations. 

The marriage of the four south¬ 
east Asian territories unites manv 
more complex variables than might 
initially have been supposed. First, 
within the Malaysian territories, 
Malaya is overwhelmingly the most 
powerful element. The most prosper¬ 
ous country in Asia, it needs to ex¬ 
pand its influence, spread the scope 
of its economy and strengthen its 
territorial power against its more 
powerful neighbours. In addition, 
it needs to offset the powerful role 
of the Chinese in Malaya — racial 
conflict is a minor factor in the 
situation, but always a potential 
friction point (witness the current 
tussle between Sarawak and Malaya 
over their future Governors). Singa¬ 
pore is the most developed of the 
four, an island of high urban pro¬ 
sperity and occassional political 
mttpbilttv. Lee Kuan Yew, the 
Prime Minister, has had to run fast 
to keep ahead of his own powerful 
left-wing ; submerging Singapore in 


Malaysia would both solve the ano¬ 
malous position of Singapore as on 
independent port dependent in the 
main on Malayan trade", spread the 
city’s economic base, and strengthen 
Lee in his war against the militants. 
Accordingly, Lee, having bargained 
hard, pressed strongly for the crea¬ 
tion of Malaysia by August 31 (that 
is, before the current elections 
broke upon him). When the date 
was postponed, he was one of the 
more truculent critics of Tunkti 
Abdul Rahman, and organised a 
substitute celebration by unilateral¬ 
ly announcing Singapore’s complete 
independence of Britain from Au¬ 
gust 31. While this may have saved 
the municipality expense, it intensi¬ 
fied the friction between Malaya- 
Britain and the city. Having failed 
to stampede Malaya into federation, 
Lee had little more to offer to his 
domestic critics than further asser¬ 
tions of independence and criticism 
of Malaya and Malaysia. 

In Sarawak, a strong Communist 
group opposes federation, and in 
the fast elections, helped to ensure 
a majority for anti-Malaysian candi¬ 
dates. It is by no means clear, 
however, that a majority of the 
population is against federation, 
desnite sporadic bouts of rioting. 
Self-government on August 31 does 
not seem to have deflected Sara¬ 
wak’s jeaders from moderate sup¬ 
port for Malaysia. Similarly in 
North Borneo (Sabah), self-govern¬ 
ing on the same date, riots ami 
guerilla warfare, supported from 
over the border in Indonesian West 
Borneo, have not provided a clear 
index Of opinion. — indeed, given 


tfie ’primitive level of saite* tejgifo 
of the. population, it -is-sfosSjbtfol 
whether there is wide hwtttenegr of 
a problem, let alone defittahfo 

choice, ” 

The major 'variable, in th^ equa¬ 
tion, however, ie outside Malaysia. 
Indonesia, an army with a*"cquntry 
(the major share of national reve¬ 
nue wen( to the armed forces in 
1962), faced with extreme economic 
strain and inflation (Coneumei. pri¬ 
ces increased 480 per cent between 
January 1961 and November 1962), 
has domestic troubles which -im¬ 
pinge directly upon its foreign af¬ 
fairs. The powerful Indonesian 
Communist Party decided long be 
fore Moscow or Peking that Malay¬ 
sia was an imperialist conspiracy to 
retain British military power in 
south-east Asia (which it perhaps 
is) — and. whether with relief at 
finding a convenient diversion from 
domestic headaches, or in order to 
outbid the Communists, Sukarno 
took up the challenge with enthu¬ 
siasm. Indonesia will one day be 
amongst the most powerful coun¬ 
tries in the world, and Malaya was 
wise to treat its demands with cir¬ 
cumspection : especially when those 
demands amounted to wry little in 
real terms except face-saving for 
Sukarno. Tunku Abdul Rahman 
gracefully accepted the postpone¬ 
ment of Malaysia’s foundation day 
(later setting it unilaterally for 
September 16) and accepted an in¬ 
dependent .enquiry into opinion in 
North Borneo and Sarawak. Sukarno 
made it fairlv clear that -whatever 
the UN enquiry finally discovered 
(in the presence of Indonesian ob¬ 
servers or not), he would stiff re¬ 
gard Malaysia as a dark British 
plot. There are restraints, however, 
most notably the extensive Indone 
sian economic interests in Malav.i 
and Singapore which would he 
sequestered in the event; of hostili¬ 
ties; British military power which 
is pledged to defend the infant 
federation: and the -unstable doir , e c - 
tic situation in Indonesia — hostili¬ 
ties might strengthen Sukarno 
against his rivals, but it,, might ah' 1 
he the straw that breaks the pom 
camel and Sukarno with it. 

Latest reports suggest the UN en¬ 
quiry will offer support to the 
Turiku, to the intense relief of a 11 
Malaysians since any further delay 
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w<^ciacp»ae the tettp$a*ion* - 40 ' 
dukjQfegfation : : at this late date, 
forexswnple, the Sultan of Kelan- 
tao, ’ asserting ." State, autonotay 
(Malaya is itself a federation), has 
suej tbe Government to restrain it 
froijj federating. Meanwhile Indone¬ 
sia V.fias advanced beyond the stage 
of :*d<Souraging volunteers to join 
the North Borneo guerilla force,. 
and has defined the grandiloquent 
‘policy of confrontation’ which in* 
dudes the formation of special 
battle! units to stand by on the bor 
der fin answer, it is alleged, to the 
build-up of British forces in the 
area). In addition, Sukarno is 
despatching to the UN General As- 


.+ 


setnbly (opening on< September Hj 
a strong delegation, anted .with ir¬ 
refutable evidence that both disputed 
territories oppose Malaysia. 

This then is ' the situation: On 
balance, the combination of the 
Tunku’s determination and British 
military power should ensure -that 
Monday will see the dawn of the 
federation, whatever complaints Indo¬ 
nesia has. Whether the infant will 
prove as lusty as its parents origi¬ 
nally thought, regains unclear, in 
any-case, it has to live with, Indo¬ 
nesia. But that turns upon the ba¬ 
lance of, power within Indonesia, 
whether this impels stability or 
brave words and romantic postures. 


Monetary Policy 


'J’HE principal interest in the an¬ 
nual reports which the Reserve- 
Bank’s Central Board presents to 
the Government on the working of 
the Bank centres on the discussion 
of developments in the sphere of 
credit and finance and the rationale 
of the Bank’s monetary policies. 
The reports also contain a compact 
review of the general economic 
situation during the year, providing 
much authentic factual information. 
The report for the year July 1962 
to June 1963, released this week, 
follows this usual pattern. 

The discussion of the economic 
situation in the report leads princi¬ 
pally to a reiteration of the impor¬ 
tance of increasing agricultural out¬ 
put to raise living standards and 
rural incomes, to reduce industrial 
costs and to promote exports. It is 
pointed out onoe again that the 
State Governments have not made 
the necessary effort to tax agricul¬ 
ture. Taking the economy as a 
whole, however, the report expects 
that the Plan target of additional 
tax revenue would be substantially 
exceeded. Tax revenue as a pro¬ 
portion of national income has risen 
from 9*6 per cent in 1960-61 to 
about 13 per cent at present. Fur¬ 
ther 'increase in tax receipts, the 
report Joels, would have to depend 
largely on income expansion rather 
than on new fiscal measures or up¬ 
ward revision of- existing tax rates- 

i , "• . 

The report is appreciative of the 
‘bold tax effort" in the Current 


year’s budget. In contrast to the 
“large quantum of net bank credit 
to Government, which is the overall 
measure of deficit financing, wit¬ 
nessed during the last two years”, 
the Budget for 1963-64 “aims in a 
purposive manner at alleviating the 
pressure of demand”, thereby ren¬ 
dering the task of monetary policy 
easier. It is gently pointed out that 
the Reserve Bank’s monetary policy 
cannot succeed without a fiscal po¬ 
licy that is consistent with its ob¬ 
jectives. 

Turning to particular aspects ol 
the Bank’s monetary policy, it is 
suggested that the technique of the 
slab system provides a compromise 
which solves the conflict between 
the Bank’s role as the lender of last 
resort and as the regulator of cre¬ 
dit. It may be asked, however, 
whether these conflicting roles could 
not be reconciled by' the more tradi¬ 
tional methods of raising the Bank 
Rate and prescribing some sort of 
a ceiling on borrowing from the 
Reserve Bank. The real purpose of 
the slab system is different; it avoids 
frequent changes in the Bank Rate, 
which may upset the Government 
securities market. Why not say so ? 

The justification advanced in the 
report for prescribing a higher 
liquidity ratio for banks also can¬ 
not stand close scrutiny. The reason 
for prescribing, a 25 per cent liqui¬ 
dity ratio, it ie said, is that 4t would 
prevent the banks from neutralising 
an increase in the reserve reqnire- 


Jtenfc by lowering their security 
holdings. But the bonks can 'make 
offsetting change* In their invest¬ 
ment portfolio even with c feigner 
liquid assets ratio at long aa their 
investment in government' securities 
exceeds the statutory minimum.. The 
change required, then, is not in the 
statutory minimum ratio for liquid 
assets, unless larger bank resources 
are required for the public sector 
(which seems to be the motivating 
factor behind this change). If the 
Reserve Bank were empowered to 
change the liquidity ratio, say from 
20 per cent to 40 per cent, it would 
have been much more effective for 
the purpose than the higher liquid 
assets ratio. The power to change 
this ratio along with the reserve 
ratio would enable the Reserve Bank 
to regulate hank advances to the* 
private sector better than the new 
powers which it has obtained. 

Then new legislation empowering 
the Reserve Bank to grant advances 
to banks against export bills for ISO 
days was long overdue. However, in 
the present form it does not go far. 
If the purpose is to give credit in¬ 
centive for exports, banks should 
have been allowed to borrow against 
all export usance bills at 2 per cent 
below the Bank Rate, provided ex¬ 
porters were charged I pOr cent less 
than the Bank Rate by the banks i 
the new facility offered is only for 
rupee bills and that too at the Bank 
Rate. This is clearly inadequate 
and cannot be very attractive to 
exporters. 

An interesting development men¬ 
tioned in the report is the shift in 
favour of demand deposits in the 
banking system when over the last 
decade or so the trend has been in 
favour of time deposits. It would 
be worth examining whether this 
trend changed during 1962-63, as 
the report suggests. In fact, no 
basic change seems to have taken 
place. What seems to have happen¬ 
ed is that people, a little panicky 
because of the Emergency, did not 
want to lock up their funds in fixed 
deposits, and so converted their time 
deposits into demand deposits. This 
appears to be a purely temporary 
phenomenon and need not be matte 
mud) of. . 
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Changing Army 

THE Defence Minister has follow¬ 
ed up his statement on the 
NEFA report with another describ¬ 
ing the steps being taken to in¬ 
crease the strength and combat 
efficiency of the army and improve 
communications in border areas. 
So there is at last a show of giving 
out information on defence. This is 
welcome so far ns it goes, but how 
far does it go? 

That our intelligence system has 
improved is probably shown by the 
Minister’s statement that “the bulk 
(of Chinese forces in Tibet) is con¬ 
centrated at strategic points closer 
to our borders than they have ever 
been before’’. The pace of recruit¬ 
ment of other ranks is “more than 
satisfactory” and the facilities for 
training have been expanded sub¬ 
stantially. Special incentives are 
being offered to attract medical 
and technical personnel whose res¬ 
ponse to the offer of emergency 
commissions has been, understand¬ 
ably, poor. The construction of 
border roads is going ahead vigo¬ 
rously. The Eastern Command 
has been bifurcated, some changes 
have been effected in the organisa¬ 
tion of the Army Headquarters and 
commanders at different levels arc 
now said to have a better aware¬ 
ness of their responsibilities. 

On the question of equipment 
and the organisation of infantry 
divisions the Defence Minister had 
little enlightening to say. We 
have been told, or re-told rather, 
that ordnance production has 
doubled and that six new ordnance 
factories are to be set up. of which, 
however, only two have been assur¬ 
ed of foreign assistance. Produc¬ 
tion of a highly satisfactory semi¬ 
automatic rifle has “now started” 
at Ishapore. Early this year, the 
Ishapore factory was reported to 
have started the manufacture of an 
automatic ride. That announce¬ 
ment, made by the Prime Minister 
himself, it now appears, was pre¬ 
mature Or referred only to the pro¬ 
duction of an experimental proto¬ 
type, Between this stage and the 
Hgass production of the weapon 
there has to be necessarily a gap. 
What one needs to know, therefore, 
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is not just that a particular design 
for a semi-automatic has been cho¬ 
sen and that its production has 
started but how long it will take 
to get it into mass production and 
general use, and how far it will be 
complemented by domestic produc¬ 
tion of the ammunition required 
for it. The Defence Minister’s 
statement threw no light on these 
points. 

Regarding the re-organisation of 
infantry divisions, the Minister 
made only a cryptic reference. Their 
‘formation’ is being adjusted in ac¬ 
cordance with their enhanced fire 
power and the requirements of ope¬ 
rational flexibility. What precisely 
does this mean? Indian infantry 
divisions hitherto consisted of 
about 20,000 men instead of the 
normal strength of 10-12,000. 
This double-division formation was 
a hangover of the Second World 
War and was marked by low fire¬ 
power per soldier. This pattern of 
organisation has quite understand¬ 
ably proved unsuitable on moun¬ 
tainous terrain. As fire-power and 
communications improve it should 
he possible to reduce the strength 
of divisions without affecting their 
effectiveness. 

The reorganisation of the infan¬ 
try division may be a technical 
matter, however important, but it 
is well to recognise that the entire 
army is in the process of under¬ 
going a profound transformation. 
Long before the Chinese aggres¬ 
sion, there had begun to appear a 
substantial shortage of officers in 
the army, largely because of the 
retirement of those recruited dur¬ 
ing the War. This deficiency had 
to be made up before meeting the 
requirements of the fresh large- 
scale expansion. This has necessit¬ 
ated the recruitment of a very 
large number of officers. According 
to the Defence Minister, by the end 
of this month some 6,000 new offi¬ 
cers would have been commission¬ 
ed and by the beginning of next 
year — that is within a period of 
about 15 months—the army would 
have more than 8,000 new offi¬ 
cers. It is a matter for considera¬ 
tion whether such large scale re¬ 
cruitment and rapid commissioning 
can be carried through without 
serious dilution of standards, The 


danger is even more res! in the 
case of JCOs and NCOs, consider¬ 
ing the educational and general 
background of recruits to these 
ranks. The average length of ser¬ 
vice before promotion of JCOs and 
NCOs has Been steadily declining 
in recent years and the present 
burst of expansion will sharply ac¬ 
celerate the process. 

Persia to the Polls 

QN September 17 Iran goes to 
the polls to revive the trun¬ 
cated Parliament (Majlis) that 
existed before the Shah dissolved 
even this to rule by Cabinet de¬ 
cree (May 1961). The Shah’s 
wisdom in holding elections at all 
seems on the fare of it substantially 
less than his courage. 

Since the fall of Moasadeq, the 
Shah has waged a long drawn-out 
campaign to fortify his own rule 
with popular support and thus open 
the way to reform in Iran. Such 
has been the nature of this cam¬ 
paign, that the Shah has succeeded 
in alienating not only the centres 
of orthodox reaction, but also at 
least some of those sections of 
Iranian society he so assidously 
wooed. As a result, he has been 
forced to dispense with democratic 
forms at the same time as expand¬ 
ing the military and administrative 
machine to a point where it is a 
positive barrier to Iranian prospe¬ 
rity, let alone development. 

In the political field, the Shah 
sought to break the independent 
power of the landowners in the 
Majlis. In 1958, he created two 
puppet parties, a Government and 
a ‘Loyal Opposition’, which were 
to have a monopoly of nomi¬ 
nating candidates for the Majlis. 
The attempt failed ignominiously 
— independents defied the king and 
stood for election.’ The Shah was 
forced to admit the elections had 
been rigged. Political opposition 
continued, and the Shah was driven 
to dissolve the Majlis and rule alone. 

With undivided autocracy, be 
was able to make more systematic 
attempts to separate landowners 
from tenants, to make the poor pe»' 
sants along with the workers aftd 
women his natural allies against 
Khans and Mullahs. Accordingly, 
a wide-reaching lartd-Teforrft pro- 
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gx^nupe, local and regional Govern¬ 
ment reform (to break Khan domi¬ 
nation and institute local peasant 
democracy), profit-sharing in fac¬ 
tories and enfranchising adult 
women were all introduced. The 
counter-attack was, sudden and vio¬ 
lent — riots broke out in Shiras, 
Qqm and, most seriously, in Tehe¬ 
ran (1,000 casualties are rumoured 
in tjhe city). Only military force, 
not the hoped-for popular support, 
saved the regime. Again, the least 
useful form of expenditure for de¬ 
velopment, military, was increased 
to safeguard the reform pro¬ 
gramme. 

Despite the suppression of oppo¬ 
sition, however, the main reforms 
have not thereby been expedited. 
The land reform programme has 
been slowed down because it was 
not closely planned beforehand, ad¬ 
ministrative. staff to direct opera¬ 
tions is lacking, and opposition on 
the countryside is not insignificant. 
Registration of votcis, for next 
week's elections has been similarly 
very slow, redacting wide doubts or 
indifference. 

The apathy, if not opposition, is 
one of the results of three years" 
recession which has had effects far 
more profound than the royal re- 
lornts. Investment is down, un¬ 
employment up. and general acti¬ 
vity sluggish. Non-oil exports for 
the past three years have dropped 
from $ 105 million to $80 mil¬ 
lion. Last year's £ 100 million in¬ 
crease in hank credit to stimulate 
the economy merely swelled static, 
hank accounts. The Development 
Plan, one year old. is scarcely be¬ 
gun. partly because of the cut in 
its finance. Given the economic 
problems and political instability, 
foreign aid-givers are reluctant to 
oblige. On the other hand, the 
foreign exchange position has im¬ 
proved and oil revenues are up by 
10 per cent. In addition, the Gov¬ 
ernment has announced a wide 
housing programme, and tentative¬ 
ly suggested rural development pro¬ 
jects to prime the pump. 

The specific limitations on poli¬ 
tical activity might conceivably suc¬ 
ceed in uniting the reactionary op¬ 
position and the Left — a prospect 
that ought to cause the Government 
some alarm since then it will have 
only rive bureaucracy to prop it 
up; However, perhaps the Shah’s 
estimate of - political realities envi¬ 


iwni' ^ Hv il, M 'J , ^> 1 i ^ fij T^g 


sages that the general economic 
situation might get worse, and that 
elections better be held now in case 
they become entirely out of the 
question. Yet no one in Iran can 
be taken in by the gesture. If the 
orthodox political machinery is 
robbed of its significance in this way, 
the Shah has only himself to blame 
when genuine opposition takes a 
different and, for him, far rpore 
threatening' form. 

Bokaro without US Aid 

gUBKAMANJAM'S requiem for 
l S Aid to Bokaro merely con¬ 
firmed what had been leaked out 
to newspapers days earlier — that 
India had officially withdrawn the 
request for American aid for this 
project. There was little choice in 
the matter considering that the US 
Congress had virtually forbidden 
the Administration to touch Boka¬ 
ro for a year at the least. All that 
remained was to force on n smile 
and complete the civilities. This 
Subranjaniarn did bv expressing his 
deep appreciation of "the efforts ol 
the l S Administration and of Pre¬ 
sident Kennedy himself to help us’’ 
and describing in some detail Ame¬ 
rica's role as the largest aid giver 
to this- country and the close co¬ 
operation between the two countries 
"in a number of fields"’. The with¬ 
drawal of the request for assistance, 
he emphasised, did not mean a les¬ 
sening of US interest in assisting 
India as was clear from the level 
of 1 S aid pledged at the Consor¬ 
tium meeting “which is higher than 
that given to any nation". Far from 
it, the decision to withdraw Boka¬ 
ro from the list of projects for 
which India was seeking U S aid 
was taken in the interest of “pre¬ 
serving and further developing the 
basic friendship and sympathetic 
understanding’’ between the two 
countries and also of speeding up 
the. execution of the project. 

The latter was a weighty conside¬ 
ration for, in spite of all the prepa¬ 
ratory work which Subrainaniam 
claimed had been done, the infruc- 
tuous negotiations for US aid last¬ 
ing a year and a half have delayed 
Bokaro very considerably. Whereas 
the Third Plan expected a capacity 
of one million tons of steel ingots 
to be created at Bokaro by 1965- 
66 and an output of 0.3 million 
tons of finished steel in that year, 
it is. pow certain that Bokaro will 
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not go into production till well 
into the Fourth Plan. 

On the crucial question how thd 
Government intends to go ahead 
with Bokaro without U S assistance^ 
Snbramaniam had nothing definite 
to say. However, he made two 
points which deserve some atten¬ 
tion. First, it is the Government’s 
intention to "make full use of the 
indigenous capacity already avail¬ 
able and being built up to produce 
equipment for steel plants”. Second, 
for equipment which cannot lie 
manufactured internally ,the Gov¬ 
ernment will invite tenders from a 
number of countries. 

Import of equipment from 
many countries will involve 
formidable problems of coordina¬ 
tion and will necessarily place a 
heavier responsibility on Indian 
technical expertise than if -the 
supply of the entire plant were en¬ 
trusted to one foreign manufacturer 
or even a consortium. This oppor¬ 
tunity. if properly exploited, could 
provide tile break-through to 
Indian engineering talent which 
many knowledgeable critics maintain 
it has not got so far for various 
reasons. It may also afford greater 
scope for use of Indian equipment. 
But in the absence of any reliable 
assessment of indigenous manu¬ 
facturing capacity//V scepticism is 
induced by the fact that it has not 
been possible to reduce appreciably 
the foreign exchange cost of the 
expansion of the three public sec¬ 
tor steel plants now under way. 
The foreign exchange component 
of initial investment to set up the 
three plants came to about 50 per 
cent: as against this, the expansion 
programme for Rourkela. for in¬ 
stance. is expected to have a for¬ 
eign exchange component of .no 
less than Ks <18 rrores in a total' 
investment of R,« 105 ccores. 

Agricultural Income Tax 

'J’HE exclusion of agricultural in¬ 
comes from the scope of the ins 
come tax in India was primarily a 
historical accident. Even when the 
anomaly was amended in 1935, 
agricultural income was still troop¬ 
ed as separate and distinct and 
allocated to the States for taxing. 
But the States with their general 
disinclination to tax and in parti¬ 
cular to touch the rural sector^ 
have not made much of this source. 



v' ' Tritef 'Kbitt' impoted a tax on agri 
cultural income* in 1938, within 
'three year* of the allocation of that 
f :: revenue head. But the yield from 
' the tax i* insignificant and ha* in¬ 
creased by less than Rs 10 lakhs 
over the past decade, Other States 
halve also introduced the tax but 
not with much more spectacular 
‘ success. 

A factual study of the agricultu¬ 
ral income lax in the latest issue 
of the Reserve Bank's Bulletin high¬ 
lights the variations in the tax as 
imposed in different States. The tax 
is currently in force in all but 
three States — Gujarat, Punjab and 
Andhra. But apparently it means 
yery different things in the differ¬ 
ent regions. It is applicable only 
to certain areas —- Bhopal and 
Vindhya Pradesh — in the M P and 
only to one particular type of agri¬ 
cultural income — that derived from 
the cultivation of commercial crops 
— in Mysore. In Jammu and Kash¬ 
mir also it is only income from 
orchards and vegetables that is tax¬ 
ed. In Maharashtra it has been in¬ 
tended in the main as a levy on 
large sugarcane farms. There are 
also significant differences in ex* 

., eruption limits, rates, etc. 

The study points out that as much 
as 55 per cent of the total cropped 
area in the country i.s outside the 
purview of this tax and also that 
the receipts are concentrated in a 
few States, where plantations are 
„ important. Of the total collection 
during the last three years, over 70 
per cent was in Assam, Kerala and 
Madras. However, considered in the 
perspective of total State finances, 
agricultural income tax is of some 
significance only in Assam, where it 
form* about 15 per cent of tax re¬ 
venue (though only 8 per cent of 
, total revenue); and it is only in 
Assam again, among all States, that 
the yield from the tax is higher 
, -than the State’s share of income 
tax. In Kerala the tax forms only 
<j pot cent of tax revenue while in 
Madras the proportion is even less, 
being just about 2 per cent. 

Institutional changes may be 
: partly responsible for .this poor re- 
-oord. The Reserve Bank’s study 
if eels that “with the abolition of the 
“’ intermediary type of tenures and 
with the Imposition of a ceiling on 
fthe oristing land holding* resulting 
in the "disappearance of big land* 
holder*, the scope lor this tax has 



been considerably restricted"/ Bui, 
that, surely, is not the whole tale; 
the attitude of the States to taxa¬ 
tion in particular is no less rele¬ 
vant. 

However, it was not for considera¬ 
tions of yield or incidence that the 
Taxation Enquiry Commission so 
strongly recommended the agricul¬ 
tural income tax. The Commission’s 
primary concern was the anomaly 
created by the compartmentalisa- 
tion of income into agricultural and 
non-agricultural. What they desired 
was the integration of the two for 
purposes of taxation. But this they 
considered a “long term objective”, 
ta be achieved in course of time, 
and hence made no specific recom¬ 
mendations on that line. As a first 
step, they recommended the impo¬ 
sition of the agricultural income 
tax by alt, States. But this by it¬ 
self cannot smooth out all the ano¬ 
malies arising out of the bifurca¬ 
tion of income; so they further sug¬ 
gested the adoption by all States 
of a system of surcharges on agri¬ 
cultural income-tax on the basis of 
the asses sec’s non-agricultural in¬ 
come, if any. That was over nine 
years ago. Today, some States have 
still to make a start with the agri¬ 
cultural income tax; and not one 
of those levying the tax has impos¬ 
ed the surcharge. 

Farm Costs 

THE question of a price policy 
for agriculture comes up for 
discussion from time to time. Thv 
last time this question was consi¬ 
dered at an expert level was in 1957, 
by the Foodgrains Enquiry Commit¬ 
tee, headed by Asoka Mehta. This 
Committee suggested the setting up 
of a high-powered authority to for¬ 
mulate a price stabilisation policy 
for agriculture and to work out 
detailed measures for enforcing it. 
ft suggested also the establishment 
of a suitable organisation to carry 
on purchase and sale operations in 
foodgrains. 

According to the Committee, the 
scope of the Price Stabilisation 
Board — the policy-making body 
— would cover not merely food 
prices but also the prices of a 
number of related consumer and 
producer goods. Thus thq* Board 
would examine prices of such com¬ 
modities as doth, oilcakes, fertili¬ 
sers, iron and steel, etc, and study 
the margins charged at different 


stages before sale to the cultivator 
and make appropriate suggest ions, 
ft Was considered possible for a 
vigilant Price Stabilisation Board 
to help in maintaining ‘'a reason¬ 
ably stable price-structure” by en¬ 
suring better coordination of the 
various measures bearing on prices 
of foodgrains and other related 
commodities. 

As regards the minimum prices 
at which Government would be pre¬ 
pared to buy foodgrains for stock¬ 
ing, the Committee recommended 
that this should be reconsidered 
from season to season in the light 
of various factors, e g .trend of 
costs, incomes, price parities, etc. 
Various relevant factors, eg cost of 
production of the concerned food- 
grains and completing crops, cost of 
living of agriculturists and indus¬ 
trial labour, relative movements in 
prices of foodgrains and cash 
crops, and in incomes of agricultu¬ 
ral and non-agricultural workers, 
were thus expiected to be taken into 
account. 

There is no doubt that these are 
difficult suggestions to implement, 
quite apart from the fact that the 
basic data on which the decisions 
of the Board have to be based are 
still largely unavailable. Neverthe¬ 
less. the Government has been at 
tempting on more or less ad ftf> r 
basis to control prices of food- 
grains by buffer stock purchases. 
But apart from this it is doubtful 
if any progress has been made to¬ 
wards a well-thought out price po¬ 
licy for agriculture, not to mention 
the even more thornv problem of 
achieving some sort <rf parity bet¬ 
ween agricultural apd non-agricnl- 
tura! prices. c 

This is, to say (he least, most 
disappointing. ‘The Government 
seems to believe that nothing more 
is needed than sporadic studies of 
costs. The new Food Mimstei. 
Sardar Swaran Singh, recently hin 
ted that the, Government may set 
up an Agricultural Commoditie- 
Advisory Committee to advise Gov¬ 
ernment on agricultural production 
and price policy. But the only basis 
one can see for such policies are 
die farm management studies made 
at various centres, largely by pri¬ 
vate institution*. But thtee! studio 
cannot take the plane of scientific 
study of cost in agriculture,/ proper¬ 
ly planned and conducted / on * 
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sample basis coveting -tbe . entire 
country. An agricultural price poli¬ 
cy cannbt' be iriade to rest on. the 
results of eVrn suck a wide survey, 
conducted just once. Stirely the 
State Statistical Bureaes and, it 
necessary, the machinery of the Na¬ 
tional Sample ‘ Survey could be 
pressed into service, And there is 
no time to be lost’ because in any 
case it will be quite a few years 
Kef ore the data are collected, tabu¬ 
lated a n d made usable for formu¬ 
lating price policies. , 

Not Enough Can • far Sugar? 

\^ITH the approach of the sugar 
season,’ the Government will 
soon have to come to grips with the 
problem of ensuring that the indus¬ 
try will produce S3 lakh tons of 
sugar, which is what the country has 
been promised. This is 5 lakh tons 
more than in ’ the last season. The 
capacity of the sugar industry, at-. 
cording to Sardar Swaran Singh, 
the new Food Minister, is 28 lakh 
tonnes, but this is Largely irrelevant 
since in both 1959.60 and 1960-61 
the industry produced as much as 5 
lakh tons in pxcess of its national 
capacity. This is nothing surprising 
since in the sugar industry capacity 
is very elastic depending On the qua¬ 
lity df cane and the length of the 
crushing season. The length of the 
crushing season, in turn, depends on 
the availability of cane which is, in 
fact, the hub of the problem. 

'Present sugarcane crop prospects 
indicate that if 33 lakh tons of sugar 
are to be produced, in the coming 
season there 5s going to be very keen 
competition for cane between milk 
and gur and khandsari producers; 
and the outlook for. mills is not ex¬ 
actly hopeful. While it is true that 
sugar prices have gone up somewhat 
over the last year, the rise in prices 
"f khandsari and gur has been little 
short of phenomenal. The index of 
wholesale prices of sugar stood at 
136 in the last' week of July, com¬ 
pared to 131 in July last year; the 
index fqr gur was 227 against ,165 
last year. The Food Minister himself 
Has conceded in Parliament that gur 
and khandsari prices are almost 
double what they were during the 
last ctuilliitg season. Even normally 
pur and Jcbandsari makers consume 
•wide as 'much cane as the sugar 
factories which account for a little 
less thkn oiM-thfrd Uf the crop, but 
with price* of gur * and khandsari 
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what they are, 1 the diversion of cane 
from gur and - khandsari to sugar 
Which is necessary to boost sugar 
output to 33 Melts will not be duty 
and particularly since any further 
increase in sugar prices cannot re¬ 
ally be considered. 

The Food 'Minister has informed 
Parliament that the Government in¬ 
tends to promulgate a Sugar Control 
Order which would authorise State 
Governments to regulate the “utili-, 
station, pqrchase and distribution of 
sngarcane with a view to enabling 
them to deal with the . supply of 
sugarcane, principally to factories 
and, where considered necessary by 
State Governments, to power crush¬ 
ers". The sugar mills are also to be 
granted a rebate in excise duty on 
excess production over the 1961-62 
level. The rebate will mean a relief 
of about Rs 4.5 erores to the indus¬ 
try us a whole. 

The abnormally high gur and 
khandasari prices — which are, in 
turn, partly the result of the short¬ 
age of sugar — will, however, con¬ 
tinue to overwhelmingly influence 
the distribution of cane. It might 
have been possible to make some im¬ 
pact on these prices had the Gov¬ 
ernment been in a position tb libera¬ 
lise sugar releases in the few months 
before the crushing season gets 
going, but with the mills carrying 
less than six lakh tons of stocks and 
the new output still more than two 
months away, action along these 
lines is clearly ruled out. 

Banks in tho Dock 

A Correspondent writes : 

The communists have always de¬ 
manded that banks should be 
nationalised. Lately, however, . some 
other opposition parties in Parlia¬ 
ment and even a few members of 
the Congress party have lent their 
support to the demand. Although 
the non-official bill calling for na¬ 
tionalisation of banks has beep re¬ 
jected, the subject cannot be said to 
be dead; in fact, it k> to be expected 
that it will figure more frequently 
in public debate in future.- Text¬ 
book arguments for and against na¬ 
tionalisation will continue to be ad¬ 
vanced. perhaps with, even greater 
gusto than hitherto and possibly 
with further refinement. 

It mayne worthwhile to ask why 
the subject has suddenly gained such 
importance. To say that nMj$n«jfii.< 
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sation of batiks in Burette ffetdteton 
the provocation is to do injustice MU 
the intelligence of the nationaltefr- 
lion enthusiasts. What is perhaps' ' 
much nearer the mark is (hat the 
Image erf banking which has gradu¬ 
ally evolved in the public ttiind is 
such as to make banks vulnerable 
to criticism by the advocate* of na- 
tionalisation. The bulging balance 
sheets of banks testify to their 
markable progress over the last de¬ 
cade. Rut the question is whether 
their massive expansion has made a ' 
commensurate contribution to the 
economic development of the eottjt- 
try. 

Anti-inflationary credit restrictions 
have beoOme a semi-permanent fea¬ 
ture of Indian monetary policv. 
Their impact is heavier on credit 
available tb smalt business than to 
big business. Discussing the impact . 
of credit restrictions in America, 
Professor Galbraith has said; “Cu¬ 
riously enough, despite the squeeze 
bank loans outstanding have risen 
steadily. There is at least a possibi¬ 
lity that those who have lost thefe 
lines of credit in the squeeze have 
merely given way to larger and 
stronger borrowers”. From the cons¬ 
tant clamour one hears front small 
businessmen, what is a 'possibility* 
in America may be a 'certainty’ , ih 
India, if banks had been publishing 
statistics Of their advances accord¬ 
ing to size of borrowings, die image 
of banks as a provider of credit only 
to big business might not Hava 
emerged. 

The expansion of banka in rural 
areas in recent years has also con¬ 
tributed to the distorted image of 
banking in the public tniiid. Hie 
impression is gaining ground that 
banks are mobilising rural resour¬ 
ces to finance business and industrial 
tycoons of big cities. No attempt ha? 
been made by banks to publicise 
their advances in rural areas and 
thus correct this impression. 

Indian banks have yet to learn 
that public relations has become An 
important adjunct of modern bank- . 
ing and that it does not stop with - 
the publication of advertisements in 
newspapers. The bank, is no more 
a mysterious institution — it is a 
public institution. If, therefore, any¬ 
one is responsible for nutting banks 
in the dock, it, » their own negli¬ 
gence to project a proper bulge of 
their activities in the public mind 
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Letters to Editor 


Rate of Saving in India: A Comment 


pLEASE refer to the criticism of 
the ncaer’s Urban Household 
Saving Survey by Ashok Rudra 
(“Rate of Saving in India”, Special 
Number, July 1963). As one who 
shared responsibility for the Sur¬ 
vey, may I be permitted to make a 
few comments ? 

Though household sample surveys 
are needed for estimating the value 
of different components of house¬ 
hold saving, sample survey data 
may be more reliable for some com¬ 
ponents of saving and less reliable 
for others. Such surveys generally 
lead to underestimation of certain 
types of household saving. [See 
“Who Saves” by Irwin Friend and 
S Schor, Review of Economic 
Statistics, Part II, May 1959: 
"Saving Survey ” by M J Errit and 
J L Nicholson, Bulletin, of the Ox¬ 
ford Institute of Statistics, Volume 
XX, May 1958, “An Investigation 
of Response Error” by J R Lansing. 
Gerald P Ginsburg and Raisa Braa- 
tan, published by the Bureau of 
Business Research, June 1961, Uni¬ 
versity of Illinois, Urhana.] 

In the case of the ncaer’s study, 
adjustments had to be mad- in the 
Survey results for three reasons : 

(a) for non-coverage, 

(b) for conceptual differences, 
and 

(c) for under-reporting biases. 

In estimating urban saving, the 
under-reporting biases were arrived 
at on the basis of available RBI and 
'ncaer data after careful scrutiny 
of the figures. The adjusted esti 
mates given in the report on Urban 
Income and Saving are, therefore, 
tenable. It would be clearly wrong 
to think, as Ashok Rudra seems to 
do, that by following this method 
one would get any estimate of house¬ 
hold saving one wanted. If attention 
is paid to the aggregate statistics 
already available and the survey 
data, the household saving estimates 
for the urban household sector as 
given in the report on Urban In¬ 
come and Saving appear to be of 
the right order of magnitude. 

It is not clear from Rudra’s cri¬ 
ticism whether he thinks that sam¬ 
ple surveys alone can provide all 
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the data required for estimating 
household savings, or whether they 
fail to do so in respect of certain 
items. In any case, he would do 
well to refer to the publications on 
sample surveys of saving and to 
note the complexities of the pro¬ 
blems involved. I would only like 
to point out that household surveys 
alone cannot estimate all the com¬ 
ponents of household saving, though 
they may be very useful for this 
purpose. 

Saving surveys are designed basi¬ 
cally for three important purposes : 

(a) to estimate certain compon¬ 
ents of saving which cannot 
be estimated as satisfactorily 
from other data; 

fh) to indicate distribution of 
such estimates among differ¬ 
ent groups in the population 
(which cannot be done in 
any other manner) ; and 

(c) to construct through the joint 
use of survey and aggregate 
data reasonably independent 
estimates of income elasticity 
of saving or of th*- marginal 
propensity to save. 

The last purpose necessitates the 
assumption that the biases are ap¬ 
proximately proportional to income. 
This may well be incorrect but it is 
the best assumption possible and 
provides a useful check on income 
elasticity derived from other ap¬ 
proaches. 

Ashok Rudra’s criticism of the 
adjustment made for conceptual 
differences seems to be based on a 
misconception or careless reading 
of the report. Thus he states. “It 
is not dear why, if they were so 
left out, data was all the rame col¬ 
lected for them, and why the survey 
estimates are also presented for 
them in Table 38 side by side with 
the corrections”. The most impor¬ 
tant item involved here is currency 
holdings of which an insignificant 
amount was covered in the Urban 
Saving Survey for reasons explain¬ 
ed on page 96, where it is noted 
that additions to currencv holdings 
are obtained only for business 
households. 


Those who were responsible for 
the ncaer’s study are, of course 
very anxious to examine what sav¬ 
ing surveys .can achieve and what 
they cannot. Therefore, we have 
earnestly endeavoured to list all the 
qualifications to which the Survey 
data were subject (see pages 5, 6 
and 75, foot notes to pages 61, 66, 
68, 78 and 79, the appendix to 
chapter 5 and several other pages 
where the limitations are spelt out). 
We have also endeavoured to give 
the limitations of the marginal ana¬ 
lysis on page 80. Nevertheless. 
Rudra concludes that the break¬ 
even point occurs at an income level 
of Rs 3,000 without noting the sen¬ 
tence that follows immediately. Ac¬ 
tually we stated (page 79 lines 12, 
13 am) 14) that on an adjusted 
basis (both for income and saving) 
it may be noted that the break-even 
point occurs at an income level 
much lower than Rs 3,000. The 
limitations of the cross-sectional 
marginal analysis were fully noted 
on page 80. Ashok Rudra has ig¬ 
nored all this completely. 

In conclusion, I would point out 
once again that it would be almost 
impossible to build reliable house¬ 
hold saving estimates for different 
components either for the entire 
economy or for a part of the eco¬ 
nomy without the help of aggregate 
(non-survey) statistics for certain 
components of saving and survey 
statistics for other components. 

IRK Sarm \ 

ncaer, New Delhi, 

August 31, 1963. 

Reply 

J DO not require to refer to any 
publications on Sample Survey 
to know about the complexities of 
any sampling problem, nor need * 
cite any authority in reiterating 
that by the method followed by the 
ncaer one can arrive at any rate 
of saving one desires to have. It is 
said that the under-reporting biases 
were estimated on the basis of the 
available rbi and ncaer data- It 
is thus presumed that these latter 




give tfafe true value* and on v*j|Uf 
point I eWl repeat whal i wrote t 
•‘if the true values are known one 
does not undertake a Sample Sur¬ 
vey to estimate them”. Incidentally, 
the ncaer and RBt estimates do 
not give any estimate with respect 
to the urban sector : does '‘careful 
scrutiny" give birth to information 
that does, not exist in a body of 
data ? 

It is, of course, quite true that 
the Sample Survey method may fail 
to give reliable estimates for cer¬ 
tain items, but in that case either 
one does not conduct a survey for 
such items or one rejects the data 
when it is found to be defective. It 
has been said that one of the pur- 

Letter from. Punjab 

Nehru Defend e 

'T’HE Supreme Court judgment on 
an appeal by Dr Partap Singh, 
a former Civil Surgeon of Jullun- 
dur, has provoked another major 
political outburst involving the 
Punjab Chief Minister. 

On June 3, 1961 while the Civil 
Surgeon was on leave preparatory 
to retirement, it was announced that 
the leave had been revoked. It was 
also stated that he had been placed 
under suspension, pending a depart¬ 
mental enquiry into charges of mis¬ 
conduct against him. Dr Partap 
Singh challenged the legality of 
the order before the Punjab High 
Court, on the ground that it was 
contrary to the Civil Service Pules 
and that it was passed mala fide 
by or at the instance of the Chief 
Minister who was also the Health 
Minister then and who, it was alle¬ 
ged, was personally hostile towards 
him. To prove his contention he 
produced tape records of conversa¬ 
tions between him and members of 
the Kairon family. But the High 
Court declined to accept them as 
evidence and rejected the Surgeons 
case. It allowed him to move the 
Supreme Court, though. 

Supreme Court’s Strictures 

The Supreme Court has allowed 
the Surgeon’s appeal and has in its 
judgment passed scathing strictures 
against the Chief Minister. Two 
important points aie made. 

First, Kairon was personally hos¬ 
tile to the Surgeon. On several oc¬ 
casions the Chief Minister and 


js$es.<rf conducting a airvey is to 
detain estimates of the marginal 
propensity to save and the point 1 
made is conceded, that it could only 
be done on the assumption that the 
biases are distributed in a particular 
fashion. But any statistical assump¬ 
tion made with respect to biases 
makes them equivalent to random 
variables which they are not. It is 
true that the ncaer report itself 
notes many of the limitations, but 
does that in any way reduce the in¬ 
valid character of the conclusions 
drawn ? 

Ashok Rudra 

New Delhi, 

September 7, 1963. 


Kairon, But ... 

members of his family had asked 
the Surgeon to supply costly medi¬ 
cines, etc. Some of these demands 
the Surgeon had met, but after a 
time he had begun to refuse them 
—thus incurring the Chief Minis¬ 
ter’s wrath. There were some other 
charges of the same nature. The 
Supreme Court found the charges 
“in large part true”. 

Defending the Indefensible 

Second, “the dominant motive 
which induced the Government to 
take action against the appellant 
was not to take disciplinary pro¬ 
ceedings against him for misconduct 
which it bona fide believed he had 
committed, but to wreak vengeance 
on him”. The Court went on, “We 
therefore hold that the impugned 
orders were vitiated by mala fides, 
in that they were motivated by im¬ 
proper purpose . . . and the said 
orders should therefore he set 
aside”. 

These are serious charges indeed, 
and Kairon’s opponents, both within 
the Congress and outside, have lost 
no time in assailing him. That he 
has survived the. first onslaught is 
due to the support the Central Gov¬ 
ernment, the Prime Minister in 
particular, has given him. But the 
Centre’s defence of Kairon has been 
feeble and unconvincing. Nanda’s 
statement in Parliament was unim¬ 
pressive and Nehru's was even' more 
so. After all weren’t they both try¬ 
ing to defend something patently 
indefensible ? 


Another point made by the Prime 
Minister was that Kairon, not being 
a party to the case should not ke 
censured because of the strictures. 
Kairon himself has clutched at the 
subtle point with some seal. 
But how valid is this distinc¬ 
tion? In this connection the 
following remarks in another judj- 
ment on May 10, 1963 (Hazara 
Singh Gill vs the State of Punjab ) 
are pertinent : “In proceedings of 
this kind, it should be known that 
the Court does not examine wit¬ 
nesses in support of allegation of 
facts made by either side. Ordinari¬ 
ly, the Court acts upon the affidavit 
of one side or that of the other. 
But if one side omits to make an 
affidavit in reply, that of other side 
remains uncontroverted”. 

Shri Nanda and the Prime Minis¬ 
ter told Parliament that the Supre¬ 
me Court judgment was a majority 
judgment and not a unanimous one. 
Everyone knows that it is always 
the majority judgment that is the 
judgment of the Court and the mino¬ 
rity opinion is of no consequence 
legally. It is significant that during 
the last few months alone the Su¬ 
preme Court has allowed five or six 
petitions seeking transfer of cases 
to courts outside Punjab as the peti¬ 
tioners contended, to the satisfaction 
of the Court, that the Chief Minis¬ 
ter being personally hostile to them, 
they could not hop© to get justice 
from any court in Punjab. Besides, 
Kairon has shown scant regard for 
the Supreme Court’s previous judg¬ 
ments, and two senior officials still 
remain under suspension though 
they have been exonerated by the 
Court. 

A Political Liability 

The Prime Minister’s reference in 
Rajya Sabha, to “the high moral 
principles” that would be kept in 
view in a further detailed examina¬ 
tion of the case perhaps means, in 
political terms, that Kairon is re¬ 
cognized to be an increasing politi¬ 
cal liability now and will be dis¬ 
pensed with before long. That the 
Prime Minister had to defend him 
wan * a matter of political compul¬ 
sion, for Pandit Nehru would not 
like to give the impression of having 
sacrificed a colleague;,under pres¬ 
sure from the Opposition. But 
knowledgeable political circles now 
feel confident that Kajpon will go, 
in weeks if not days. 
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"©•monstrations," said Tota. 

"You mean brass bands, flags, pretty 
gtrk l" Flson asked hopefully. 

"Useful demonstrations," said Ralli, bringing hint 
down to earth, “to show farmers how 
our fertilizers and pesticides grow better, 

healthier crops and protect them, too!" 




Tata-Fison and Railis havc coratMaed their 
separate marketing organisations into a single, 
unified service. For the future, aH Tata-Fison 
products will be marketed by Rallis Fertilizer, 
and Pesticides Division. The merger willpfovc 
of immense benefit to the Indian farmer. For 
the first time, one integrated service win provide 
advice and products covering both crop growth 
and crop protection throughout the country .., 
a notable contribution to the cause of agfi- 
cultural progress. 


TATA-FISON RALLIS COVER THE FIELD 1 
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Capital View 


Who is Playing What Role 

Romesh Th&p&r 


jo SIT around at various gather¬ 
ings in the Capital these days 
is not very instructive. Nobody 
seems to know what is happening, 
les, Lohia has set himself up 
as a one-man statistical institute. 
Morarji Desai is not going to offer 
Lai Bahadur Shastri an uncontested 
election to the presidentship of the 
Congress. Copala Reddy and Shri- 
mali are refusing to vacate their 
ministerial lodgings for less opu¬ 
lent shelters. S K Patil has made 
clear his intention to stage a coup 
in Bombay and Y B Chavan is not 
inclined to oppose him. Bijoo Pat- 
naik continues to live in awe of 
Morarji Desai. And Bakshi Ghulam 
Mohammad, for once in his life, is 
thoroughly confused about the next 
step. But the political scene is no 
longer made up of such stuff. 

The feeling is general that by 
September 20, Prime Minister Nehru 
will announce the second part of the 
purge under the Kamaraj Plan and 
that about the beginning of October, 
when Gandhi Jayanti is heing cele¬ 
brated, we will have before us the 
full picture of the change. Of 
course, the set-up in the organisa¬ 
tional wing of the Congress will 
take more time to mature, but it is 
believed that this will depend large¬ 
ly on what happens at the minis¬ 
terial level. And, therefore, the 
feeling that all judgments be sus¬ 
pended until we know more about 
what is intended. 

Reaction to Kamaraj Plan 

With much good sense, the Prime 
Minister has been studying the re¬ 
action both at home and abroad to 
the first significant developments 
under the Kamaraj Plan. Internally 
we have witnessed considerable en¬ 
thusiasm among large sections of 
the politically-conscious, although 
there is much argumentation about 
the authorship, motivations and pers¬ 
pectives of the Kamaraj Plan; this 
Mate of affairs only points'to a grow¬ 
ing political maturity, a refusal to 
be misled bv high-sounding mumbo- 
iumbo which in the past has been 
used to cloud and confuse the real 
issues. Internationally, the purge is 


seen as marking the end of the drift 
in India’s policies, particularly noti¬ 
ceable to the foreign observer since 
the invasion of the Himalayan re¬ 
gion by China. 

, it 

The opinion is crystallising in 
Congress circles that the new expec¬ 
tations generated by the Kamaraj 
Plan will have to be largely met if 
the ruling party wishes to salvage 
its lost prestige. The party’s troubles 
at State level, however, are a source 
of grave embarrassment. The ‘stal¬ 
warts’ who were ‘transferred’ from 
the ministerial to the organisational 
wing of the party were expected to 
assist the resolution of the factional 
crises in the States, The opposite has 
happened. 

The evidence which is accumulat¬ 
ing suggests that the four main or¬ 
ganisation men — Lai Bahadur Shas- 
tri, Morarji Desai, Jagjivan Ram 
and S K Patil — are at the moment 
more concerned with winning a do¬ 
minant position in their respective 
States, a position akin to Kamaraj’s 
in Madras. They believe that this is 
the only wav in which they can en¬ 
sure political relevance from outside 
the ministerial wing. 

Return to Slates 

Soon, Morarji Desai’s men will 
rule in Gujarat and Jagjivan Ram’s 
in Bihar. Whether S K Patil is able 
to entrench himself again in Bom¬ 
bay will depend on how effectively 
Y B Chavan can defend his position 
from distant Delhi. As for Lai Bha- 
dur Shastri, it does not need ex¬ 
plaining why he faces the most diffi¬ 
cult task in Uttar Pradesh. Until 
these ‘personal problems’ of the or¬ 
ganisation men are taken care of, 
the Congress Party is likely to pass 
through rather unpredictable times. 
But the major factional battles with¬ 
in the State organisations will have 
to be called off by the time the pie- 
sidential elections of the party are 
held and the All-India Congress 
Committee has met in Jaipur early 
in November. 

To somehow cope with the un¬ 
savoury - developments expected 
during the coming months, and to 
preserve for the Congress Party the 


undoubted gains of the Kamaraj 
Plan, is a task which falls almost 
wholly on an already harrassed and 
over-burdened Prime Minister. This 
is not a happy situation to be in. 
Every day he becomes increasingly 
the target of criticism from all 
quarters, including those who were 
his colleagues until only yesterday. 
Indira Gandhi, too, is not spared; 
anonymous notes, bristling with false 
allegations, are circulating against 
her in Parliament and outside. Had 
the Prime Minister been in better 
health, he would have long ago 
broken this wave of dishonest criti¬ 
cism. But this is not to be. 

Empire-Builders 

Indeed, much of the attack would 
be ignored if the Prime Minister’s 
present colleagues in the Cabinet, 
particularly T T Krishnamachari 
who holds the Vital Finance Minis¬ 
try, acted with discipline and preci¬ 
sion to inject dynamism intd policies 
connected with administration, com¬ 
merce and industry, ttk, conscious 
that Subramaniam was offered the 
Finance Ministry and had declined 
it, seems obsessed with the idea, that 
he should make his presence felt in 
the planning, administration and ex¬ 
pansion of public sector projects — 
an interference which the Finance 
Ministry is empowered at present to 
indulge in, but a practice which has 
been signed out for severe criticism 
by every expert who has studied the 
troubles of Government-sponserad 
development in India. 

ttk should be the first to assert 
the need for the autonomous func¬ 
tioning of public corporations in the 
interests of efficiency, but this he 
will not do unless compelled to by 
the Prime Minister. This obstinate 
refusal to think big and to act big 
has been the bane of the men the 
Prime Minister relies on. 

Perhaps, the projected re-orga.ni- 
sation of the Planning Commission 
and the reported move to persuade 
Asoka Mehta, to head it might have 
a salutary effect- on those senior 
Ministers whose only concern ap¬ 
pears to be to build an empire for 
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th«Snj*rfv«* yrthin theCahinet. Asokfii 
Mehta, or some one' like him with 
the necessary exftertue, will not 
alloy hiimelf to be pushed around 
or hfedged in by ambkious olden. 

Technocrats of this kind can, also 
b« confident of winning the support 
of the Congress parliamentary party 
which is now more than ordinarily 
suspicious of the new empire-builders 
who create vicious inter-ministerial 
tensions and paralyse crucial deci¬ 
sion-making. .The Gongtess Party, 
with its natonal prestige seriously 
affected by the' events of the past 
year, can no longer afford the luxu¬ 


From the London End 


ry. df ministers in ' the habit of 
- making war on their colleagues fen 
narrow, personal ' ends, ' * . 

< * . 

. The ‘Greet PetilW 

And so. while we speculate on 
who is playing what role at this, im¬ 
portant juncture in the life of the 
Congress Party, the Capital is pro¬ 
mised a ‘giant march’ organised by 
the Comriiurtirt Party on Parliament, 
with representatives from all part? 

. af the country, to present a ‘great 
4 petition’ against the ‘anti-people 
policies' of the Congress. The date 
fixed for the ‘massive* demonstra¬ 


tion u Friday the 13tb! Auspicious 
or itiasuspidous?—and. for whom? 

However, die fact remains that 
between 125 to 50 thousand persons 
are expected to take part, in the 
march, and they will carry a peti- 
tion signed by stimfe 10 million peo¬ 
ple. Arrangements are being made 
at the Talkatora Gardens to house 
about 10,000 marchers who are due 
to arrive from various parts of the 
country. If the demonstration takes 
place as planned, it will represent a 
sizeable achievement for a battered 
CPI — and another pointed com¬ 
ment on the state of the nation. 


T U C Politicking 


year’s Annual Conference at 
Brighton last week was one of 
the most important Conferences of 
the Ttrc since the War, Discussion 
centred round the tuc pamphlet on 
planning which was referred to in 
these columns in the issue of August 
HI. 

Tile Press has made a great deal 
of the apparent contradictions among 
the three main resolutions that were 
passed. There was an overwhel¬ 
ming vote for the report on Eco¬ 
nomic Development and Planning 
(7,474,000 in favour, 629,000 
against). But delegates went on to 
pass a resolution opposing any form 
of wage restraint, which was im¬ 
plicitly implied in the first motion 
even though the controversial 
clause on incomes policy was 
watered down under pressure from 
Frank Cousins, the powerful Gene¬ 
ral Secretary of the Transport and 
(Jeneral Workers’ Union. Three of 
the largest Unions which had just 
supported the motion on planning 
voted fpt the second motion as 
well. Voting on the motion oppos¬ 
ing. “any form of wage restraint” 
was 4,283,000 , in favour and 
i,903,000 against. The" voting on a 
composite motion which advocated 
ontrol of profits and capital gains 
as a pre-requisite of an incomes 
policy Was 5,994,000 in favour 
and 2,015,000 against, 

Conflicting View* 

However, as an indicator of 
Trade Urtion feeling on the vital 
^ubjeft of planning and an in¬ 


comes policy, the Conference re¬ 
presented very dearly the conflict¬ 
ing hopes and fears of different 
’< elements in the Trade Union move¬ 
ment. Taking the votes that were 
actually passed, one might sum up 
the mood of the Trade Union Con¬ 
gress by saying that- although it 
was, in theory, in favpur of plan¬ 
ning and strict control over the 
economy as a whole, it was not 
: prepared to ^wallow the official 
policy hook, line and sinker. The 
* Congress registered its opposition 
to wage restraint &s an isolated 
policy while at the same time en¬ 
franchising its leaders for further 
discussions within NEDC. As one 
commentator put it, the tuc Con¬ 
gress reflects a genuine and not dis¬ 
creditable doubt: a hard-headed 
suspicion of buying a pig-in-a-poke 
versus an equally practical belief 
that if Union leaders are to wield 
»power, they must walk the corridors 
where power exists. 

The Radical Left 

As far as a national incomes 
policy is concerned, Frank Cousins 
reflected -the dominant feeling of 
the Congress when he pointed out 
that a national incomes policy, to 
be effective, would have to embrace 
such items as profits and dividends, 
as well as wages. He declared 
roundly: “We will not have wage 
restraint whoever brings it in and 
.wraps it up”. 

Ted Hill’s resolution rejecting 
-a wage - freeze at any price, but 


adding a proviso that the trade 
unions might be prepared to consi¬ 
der such a policy if a Labour Gov. 
emment were in power, reflects the 
Trade Union movement’s deep suspi¬ 
cion of the Conservative Government 
Indeed, it was distrust of the motives 
and intentions of the present Govern¬ 
ment which induced many dele-' 
gates to vote for the resolution re¬ 
jecting wage restraint, and it was 
accepted that the vote would have 
been different if a Labour Govern¬ 
ment were in office. However, with 
memories of Stafford Crippa’s 
policy of wage freeze still very 
much alive in the minds of trade 
unionists, it remains to be seen 
whether in actual practice the rank 
and file of the movement would be 
prepared to accept any policy 
which smacked of a wage freeze, 
even under a Labour Government. 

Behind-the-scenes Battle 

The battle over the wages policy 
at the Congress was fought mainly 
behind the scenes and — to the 
annoyance of some delegates —- on 
television Bather than on the Con* 
ference floor. One delegate referred 
derisively to the television inter¬ 
view of George Woodcock and 
Frank Cousins as appeals to “the 
housewives of Granadaland”. 

Trade union participation in 
planning the economy can only 
make sense if the purpose of the 
plan is to promote growth and to 
redistribute wealth. It is absurd 
to expect workers to participate in 
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$ plan in which the principal sacri¬ 
fices are demanded from them, and 
in which there is no prospect of 
dynamic expansion. This is really 
the argument which lay at the 
heart of Frank Cousin’s speech. 
Until the Conservative Government 
can provide such a plan, the me 
may reasonably conclude that its 
duty — national as well as sectional 
— is to put first the interests of its 
members, the working people of 
Britain, and strive to ensure a nati¬ 
onal policy which secures those 
interests. 

In essence the Woodcock view 
that the trade unions “have left 
Trafalgar Square a long time ago” 
and that the proper thing for the 
trade union leaders “is to deal with 
the affairs of the moment in com¬ 
mittee rooms with those who have 
had power given to them by the 
electorate” means in practice that 
trade union leaders must not back 
up their demands by the use of the 
organised strength of their mem¬ 
bers. Instead they must use their 
powers of persuasion. As Harry 
Douglas put it, “you will get a high 
standard of living, not by using 
brute force, but by using brains”. 

A Beating for Woodcock 

There is no doubt that the 
Woodcock viewpoint which domi¬ 
nated the TUC pamphlet received 
a aevere beating at Brighton. The 
structural changes the trade unions 
so urgently need are going to be 
even harder to attain than a theo¬ 
retical wages policy. Woodcock’s 
original proposal that the unions 
should accept industrial unionism 
as their eventual goal was rebuffed 
some months ago. It is true that 
the historic diversity of the British 
trade union movement has to be 
accepted, but this does not mean 
that nothing can be done. During 
the next year, the TUC will bring 
together groups of related unions 
and try to get them to face their 
common problems. Sometimes the 
solution may be in amalgamation; 
sometimes there may be a federal 
solution. 

Although the debate on nationa¬ 
lisation was far from exciting, the 
tuc reasserted its belief in “the 
popular control of key enterprises 
as a means of creating a more de¬ 
mocratic society”. Where privately- 




owned institutions required state 
aid, there should be sn element of 
public participation in the owner¬ 
ship and control of these concern*. 
The General Council was asked to 
campaign for the nationalisation 
of road transport, steel, aircraft, 
ship-building and electrical engi¬ 
neering. It expressed “alarm at 
the concentration of economic and 
political power in the hands of a 
few powerful groups arising from 
the increase in mergers". 

Comprehensive Incomes Policy 

The General Council’s reaction 
to this is certain to be cool, because 
many of its members realise that a 
nationalisation “shopping list” 
would hardly be an asset to the 
Labour Party at the next General 
Election. 

Labour leaders are confident 
after the Conference that a Labour 
Government would be assured of 
union co-operation in an income 
policy. They have already made 
it plain that a Labour administra¬ 
tion would insist on a comprehen¬ 
sive incomes policy — covering 
rent, profits and other forms of in¬ 
come, as well as wages — and they 
have no doubt that they would 
have union co-operation in any 
degree of wage restraint that was 
part of an overall incomes policy. 
They also regard what happened 
at Brighton as notice served on the 
Conservative Government that it 
cannot expect to implement an in¬ 
comes policy in the present cir¬ 
cumstances and in view of its record 
on wages and profits. 


sins, on the other hand, ... befievets 
that society can be transformed for 
the better only when the lever* of 
power are in different hands. On 
an incomes policy. Woodcock is 
prepared to bargain with the Gov¬ 
ernment of the day, whether it is 
Conservative or Labour. Frank 
Cousins is prepared to do a deal 
with a Labour Government only, 
and then only when he has been 
satisfied about its social credentials. 

Commenting on the Congress, the 
Economist says: “On the face of 
things, Mr Woodcock suffered a more 
bitter string of defeats at Brighton 
than any Labour leader since Mr 
Gaitskel] at the Party Conference 
at Scarborough in 1960; but in 
paradoxical fact he, as Mr Gait- 
skell also did at Scarborough, may 
have immensely strengthened his 
future standing — and with it the 
opportunity to fulfil his declared 
purpose of getting the Trade Union 
movement ‘out of Trafalgar Square" 
and into the inner counsels of the 
nation". 

Too Non-Political 

It should, however, be noted 
that a group of unions calling itself 
the radical left, as opposed to 
what is called Woodcock’s radical 
right, is to draw up its own econo¬ 
mic document within the next 
month or so. The group thinks 
Woodcock. who would bargain 
with almost any Government is too 
non-political and it wants to co¬ 
ordinate the movement’s intelligent 
left wing. 


Power Struggle 

The year ahead will see the 
most subtle and relentless power 
struggle in the British Trade union 
movement for many years. Person¬ 
ality is now playing a central part 
in the struggle for change in the 
trade unions. George Woodcock 
wishes to build up the image of a 
modem forward-looking trade unio¬ 
nist who will modernize the move¬ 
ment and make it into a machine 
which can present a coherent and 
efficiently drilled front to Govern¬ 
ment and employers. Frank Cou- 
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Due to increase in foreign 
postal rates it has been found 
necessary to revise our foreign 
subscription rate. With effect 
from July 1963, the annual 
foreign subscription will be 
Rs 34, 50s or $ 7. 
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Deputies 



^/BITERS’ Building is a very 
different place from the Krem¬ 
lin. No Nikita Khrushchev presides 
over it; and it would be a gross 
exaggeration to liken the late Dr 
B C Roy to the late Joe Stalin. The 
difference between the two is not 
of degree but of kind and dimen¬ 
sion, both of achievement and evil. 
Why, then, did two such dissimilar 
entities come to mind together? Be¬ 
cause Writers’ Building too, in Dr 
Roy’s time, came to acquire a cult 
of personality; and, since his death 
on July 1 last year, there has taken 
place a certain de-Royisation on 
the lines of de-Stalinisation in the 
Soviet Union or de-Patelisation in 
New Delhi. Perhaps more outside 
West Bengal than within, the image 
of West Bengal was completely 
identified with that of Bidhan Babu; 
and when death supervened the re¬ 
action was almost apocalyptic. 

It is too early to say whether his 
successor, P C Sen, has measured 
up to him or whether he ever will. 
Some of the schemes initiated by 
Dr Roy have made fair progress; 
Durgapur’s gas has just started 
flowing into Calcutta. Some schemes 
of Dr Roy such as deep sea fishing 
have been abandoned, although not 
until the Fisheries Minister had 
made a fool of himself by saying 
that the scheme, after incurring a 
loss of Rs 64 lakhs, had been “a 
success”. What has been proved 
anew is that it is not in the divine 
scheme of things to make any man 
indispensable, for in that event He 
would have made some of us immor¬ 
tal. Prafulla Sen carries on, not too 
badly. Having thus demonstrated 
the dispensability of Dr Roy, Sen 
came out with a thoughtless remark. 
When the Kamaraj plan burst on 
him, he said that all his colleagues 
were “indispensable” and there 
would be no retrenchment in his 
Government. So far so good. 

Doing Without 

Only a few days later. behind 
the scenes, something happened 
somewhere which, of course, as free 
citizens of a free country, we have 
no right to know. All we know is 
ihat, on a sudden, on September 1, 
Shri Sen not only found half his 
colleagues not indispensable but he 


actually dispensed with them with 
the greatest of ease. All the expend¬ 
ables were found in the ranks of 
Deputy Ministers, of whom there is 
now none in West Bengal which 
D r Roy once described as “under- 
administered” or “under-governed”. 
It is certainly true that the Deputy 
Ministers were grossly under-em¬ 
ployed. These poor things walked 
the corridors of Writers’ Building, 
swapped gossip with mlas and 
lower division clerks — it is to be 
doubted that the upper division 
clerks took the Deputy Ministers 
very seriously — and sometimes ac¬ 
companied Ministers on tour (to 
carry their luggage?). Now even 
these pleasures of life are gone. 
There may shortly be a trade union 
of dismissed Deputy Ministers. 

It really is hard on the poor 
chaps. Some Secretaries, especially 
if of the ICS, might not show them 
files or even address them as “sir”; 
hut there was the salary; there, was 
the free telephone; there was a 
minor flower show or something to 
open in the evening; and the ini¬ 
tials n m might sometimes he mis¬ 
takenly taken to stand for District 
Magistrate. Now all that is, or will 
he, gone. It seems unlikely in the 
extreme that the jobless Deputy 
Ministers will he found enough work 
in the party; useless in oflire, they 
are hardly the men to revitalise the 
Congress Party which, some may re¬ 
member was the proclaimed pur¬ 
pose of the Kamaraj plan. The con¬ 
siderable amount of money that had 
so long been wasted on the Deputy 
Ministers, their travelling and other 
amenities will now he saved. Good; 
but only the heartless will withhold 
a tiny tear for the unemployed De¬ 
puty Ministers, all nine of them. 

More hi Go 

Sen has a 34-strong, if “strong” 
is the word, Council of Ministers, 
Ministers of State and Deputy Min¬ 
isters. With the extinction of the 
last species, it will be smaller. Sen 
says he wants it still smaller; no 
more than 18. Professor Parkinson 
worked out the siae of an ideal 
Government; if memory serves, the 
number was five and that would 
include a Minister of Defence. Since 
defence is not the States’ business 


in India yet, four should be ample. 
Has Parkinson’s Law been at work 
in giving the small State of West 
Bengal 34 Ministers? Only partial¬ 
ly. What really did the trick was 
what I shall modestly call Flibberti¬ 
gibbet's Law. Cabinets expand so 
as to fill the emptiness of mlas’ 
lives after winning an election on 
false promises, as a reward for the 
further promise to the Chief Minis¬ 
ter that, as Ministers, they will in¬ 
trigue less against him than as 
mere mi.as. All this has no rela¬ 
tion whatever to the amount of 
work to be done in Writers’ Build- s 
ing. 

Well, Shri P C Sen had better 
think again. He should remember 
the experience of Hare Krushna 
Mahatah in Orissa a few years ago. 
In cohort with Rajendra Singh Deo, 
Mahatah tried the rule of three; 
there were three Ministers in the 
coalition Government. It did not 
work long; more Ministers had to 
be taken, and, eventually, Mahatah 
himself had to go and set up shop 
in New Delhi. The threat to Sen 
does not, at the moment, come Dorn 
the direction of Ml.As but from 
another quarter. Yet there is a 
limit to what even loyal mi.as will 
stand. Crediting, for argument’s 
sake, the mlas with brains, these 
will now he idle; and everyone 
knows whose workshop these are 
the venue for. 

Wanted Sinecure 

This writer is a great believer in 
the political usefulness of useless 
offices and various workless or 
underemployed democratic, deco¬ 
rative institutions. Dr Johnson was 
not right when he said that no roan 
is more harmlessly employed than 
in making money, or words to that 
effect. The “ robbrr barons ” of 
America disproved him long ago; 
and we have our vegetarian “man- 
eaters”. But, it can truly be main¬ 
tained that no politician is more 
harmlessly employed than when 
signing files and making speeches 
in the Assembly. Ministers and 
legislatures cost the public a lot of 
money; but you can’t have democ¬ 
racy without paying for it. What 
is suggested is that the price, if not 
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£'■'. prohibitive, as in India, is worth 

” Paying; / 

r** * Somef argue that Governors and 

,f- tipper Houses should go. Jt is true 
(’■;>■ enough their functions are margi¬ 
nal. But by filling Government 
Houses and Upper Houses the coun¬ 
try keeps a fair number of people 


fl¬ 


out of greater mischief, it is not 
-RMNwary to name names; but, al¬ 
though the Congress did it for its 
own reasons, the imprisonment of 
Pattom Thanu PiUai in Chandigarh 
Government House, for instance, 
was a distinct service to Kerala. 
P C Sen is'said to have sacked so 
many colleagues in consultation with 
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Atulya Ghosh; the latter -may -even 
have been the originator of fhe 
idea. And nobody has ever accused 
Ghosh of ever doing anything with¬ 
out a purpose. About just what it 
is, in the long run, P C Sen may 
be no wiser than this writer. , 

— Flibbertlgfbbfit 
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Day by day, month by month, 
the face of India changes fast. 

Mighty steel penstocks guide the 
rushing river waters to turn the 
turbines to produce electric power. 

Massive generators, dotted across the 
country, send this power vibrating along 
wires to turn the wheels of industry. Electric 
lamps are switched on in village homes. Long lines 
of steel pipes girdle vast stretches of land, carrying 
water to thirsty villages and liquid gold to refineries. 
Automatic signals guide roiling wheels along a 
criss-cross of steel tracks. Radio waves race across 
the skies to help mighty Jet planes land on our soil 
with their precious cargo. And thus a nation steps 
out to tomorrow. 


As electrical and mechanical 
contractors and maintenance specialists on 
behalf of leading West German manu¬ 
facturers, we too are contributing our 
bit towards building a new India. 
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Research for Small Industry 


^ COORDINATED small-industry 
development programme- has 
been in operation in India for over 
a decade now, The organizational 
pattern for the programme was 
provided by the Ford Foundation 
(International Planning) Team way 
back in I§54, much the same way 
as the rationale or the basic stra¬ 
tegy of small industry development 
was provided by the Karve Com- 
mittee (1956). Administrative 
leadership and helpful assistance 
from Ford Foundation consultants 
have by and large succeeded in 
evolving an integrated and com¬ 
prehensive programme on the broad 
principles and framework provided 
by the two reports. 

The programme comprises indus- 
Irial advisory, research and training 
services, industrial estates, aids in 
financing, marketing and in the 
procurement of equipment and 
materials, etc. The present publi¬ 
cation rovers the various aspects of 
the industrial research services. 
The programme of industrial re¬ 
search consists of “specially trained 
economic, investigation teams to 
provide information and analysis 
for two broad purposes: (1) to 
guide the planners and the admi¬ 
nistrators of the small industry 
effectively, and (2) to assist small 
entrepreneurs and potential entre¬ 
preneurs, directly or through indus¬ 
trial extension . officers, in making 
better economic decisions”. 

Investigation Teams 

The economic investigation teams 
are attached to the various State 
Small Industries Service Institutes 
and work in close cooperation with 
each other, the actual work of co¬ 
ordination being done, by a similar 
team attached to the Central Small 
Industries Organization, under the 
Development Commissioner (ssi). 
The work of the Teams can be 
broadly divided under three func¬ 
tional heads: (1) The Industry 
Planning Analysis Reports which 
concern individual studies (2) the 
Market Aid Surveys (Distribution 
and Research),, * which concern 


specific products of an individual 
entrepreneur or industry, and -(3) 
the Area ; Development Survey? 
whose concern it is to assess the 
industrial potential ’ of selected 
areas. Various aspects pertaining 
to each of these research activities 
— right from staffing pattern, staff 
responsibilities and training, survey 
format, study content, project pri¬ 
orities, follow-up actions — are 
subjected to a thorough and criti¬ 
cal appraisal, their shortcomings 
highlighted and desired directions 
of improvement indicated. Indeed, 
these detailed and critical apprai¬ 
sals of the format and the func¬ 
tioning of the programme will not 
only be invaluable to the Indian 
authorities in reviewing and re¬ 
shaping the programme, but also 
to those elsewhere engaged in the 
organization of similar programmes. 

Significant changes have been 
made in each one of these research -■ 
activities in the course of their 
evolution over the ye.ars, changes 
touching upon emphasis, content 
and objectives. The attempt in 
each case has been to render them 
more effective and utilitarian to 
their respective clientele. Adher¬ 
ence to a time-schedule, brevity of 
reports and realistic recommenda¬ 
tion have hern the objectives ’ of 
these reports. These indeed are 
important. But in the process, it 
would seem, they have lost some 
of their wider and long-term utility. 
For example the excessive empha¬ 
sis laid on their being of immediate 
and “practical” utility to the en¬ 
trepreneur has deprived the Indus¬ 
try Analysis and Planning Reports 
of their utility to planners and to 
students of economics generally. 
The over-emphasis on qualitative 
appraisals in these reports again 
has rendered them almost unfit for 
being used for global estimates or 
projections in such important as¬ 
pects as employment, capital, out¬ 
put, capacity utilization and so on. 
Sometimes certain -basic . concepts 
such as fixed and working capita), 
capacities rated and utilized, etc. 


are either not clarified or not urn 
formly employed, Details of input 
and cost-structure are ,seldom give 
and derived ratios and coefficient 
seldom worked out in a scientjfi 
manner. This js an aspect whic 
the Perspective planning Team 
(Dr Staley and Mr Robisdn an 
members of this Team) could use 
fully consider. 

Project Priorities 

Equally interesting are the au 
thor’s Views on project prioritie'. 
especially in regard to the Are 
Development Surveys. They an 
inclined to opine that those area 
the development of which promts 
to maximise the growth potentia 
of tiie national economy shoub 
have’priority over the rest. As 
basic tenet of growth economic 
the principle appears to be sound 
Since maximization,of growth anc 
hence the reinve.stible potential i 
the short-run is best achiever 
through investment in projecti 
which yield the highest margina 
returns. When applied to Ares 
Development Programmes, thi 
principle dictates the preferentia 
development of areas which display 
the best potentialities for epsy deve 
lopment. But the snag here t 
that in man/ “undeveloped” tracts 
their state of underdevelopment ii 
mostly a reflection of the absence 
of essential overhead facilities such 
as power and transport than, the 
absence-of other factors conducive 
to development. Assigning 1 a lower 
priority to such areas and to prefer 
those relatively advanced in respect 
of tljese overhead facilities and hence 
appear, to -be promising in terms 
of the “quick growth” strategy, 
may neither yield maximum margi 
nal re! urns to investment nor maxi 
mise the overall growth potentia 
of the national economy. Besides, 
there are, also social considerations 

Further, the area selected lot 
.study is not a closed' economy bu 
is increasingly subject to the com 
petifive forces and. structural chan¬ 
ges emerging both within and out¬ 
side the area economy. This -under 
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worn the need for correct and 
reliable knowledge of the locational 
requirement* of each industry-line 
under different conditions and for 
assessing its relative advantage in 
the area surveyed vis-a vis other 
areas. The surveyed area should, 
therefore, be large enough to per¬ 
mit an adequate assessment of re¬ 
sources and markets and to ensure 
consideration of alternative loca¬ 
tions for the unit. 


Concepts such as “efficiency”, 
“market-size” and “Jiving standard” 
are better stated relatively in a 
dynamic setting than in absolute 
terms as is to he found in the 
following quotation "It is essen¬ 
tial, then, for maximum efficiency, 
lowest costs, largest markets and 
highest living standards that each 
Block or area concentrate on what 
it can produce most cheaply or at 
least cost in relation to competitive 
areas” (p 91). As a statement of 
the comparative cost theory none 
can take exceptions to this. But, it 
has to he remembered that just as 
insistence on “local self-sufficiency” 
is suicidal so is over-emphasis on 
“regional specialisation” foolhardy. 
For one thing immobilities of far- 
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tors and imperfections of market 
are as strong within the political 
boundaries of a country (especially 
a developing country) as they are 
between developed countries. 

Secondly, once a sizeable area 
unit is determined, there is advan¬ 
tage in seeking to bring about a 
balanced and mutually supporting 
pattern of industrial growth in the 
area. The question obviously is to 
determine the “viability” of a given 
area unit for sustained industrial 
growth. One way of ascertaining 
an economic area unit is, as the 
authors say, through a two-stage 
survey, first covering a wider area 
corresponding to the division or 
contiguous block of districts follow¬ 
ed by surveys of individual districts. 

Guideline* for future 

In respect of future orientation, 
the authors rightly emphasise studies 
of product-supply-demand position 
in the countryside and the competi¬ 
tive strength of specific small-scale 
units. They recommend study of 
such industry lines as have proven 
rural markets and scope for disper¬ 
sed development. They also em¬ 
phasise the need for a shift in the 
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emphasis from “industry analysis” 
to “plan analysis” within the over¬ 
all “industry setting”, calling for 
“accurate and informed judgment 
on closely enmeshed technical and 
economic factors, including produc¬ 
tion requirements, minimum or al¬ 
ternative sizes of plant, locational 
advantages and disadvantages, raw 
material problems, competitive 
costs, and local distribution factors”. 


There is also a forceful plea for 
a “balanced” research programme, 
consisting of development-orien¬ 
ted industry studies, dovetailed to 
area development at various levels, 
small factory economic guides, re¬ 
gional reports on important local 
industries, comparative studies of 
large vs small-scale development 
for individual industries, area deve¬ 
lopment surveys consisting of “divi¬ 
sional” or multi-district surveys and 
district surveys, substantive studies 
on common small industry develop¬ 
ment problems on various current 
and long-range topics and niarkei 
studies including Manufacturers' 
Distribution Aid Surveys, Regional 
Industry Market Studies, Industry 
Marketing Aid Studies and research 
and counselling for distributors. 


Foreign Exchange 

Syndicate Bank with its network of more than 
187 Branches is ready to look after your Foreign 
Exchange Business requirements, such as:- 

ft Negotiation and Collection of Bills and Cheques 
ft Issuing Letters of Credit 

Remittance to Foreign Countries 
ft Advice on Export & Import Business, Exchange Control etc. 

Leave your worries in our experienced hands ! 
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Industrial Truce in the Emergency 

its Working in Rajasthan 

Pradeep Kumar 

Representatives of employers and workers meeting in Jaipur, in November 1962 agreed on an indus¬ 
trial truce in the State while the emergency created by the Chinese agression lasted. One of the resolutions 
adopted by the conference called upon workers not to strike work or go slow and upon employers not to re¬ 
sort to lock-outs or retrench workers. 

This resolution came, to be known as. the Industrial Trute Resolution. It was drafted on the pat¬ 
tern of the resolution adopted earlier by the all-India conference of workers and employers in New Delhi. 

The Rajasthan Government’s labour Department has now issued « press note reviewing the working 
of the industrial truce during the period November 1962 to June 196'!. Though the note claims tluU “ on 
the whole the Industrial Truce Resolution, has workedweti”, an examination of some of the facts revealed in 
the note leads to exactly the opposite conclusion. 


^HE 

Industrial Truce Resolution 
stressed the need for maximum 
recourse to negotiation and arbit¬ 
ration for settlement of industrial 
disputes and suggested that: 

(a) the grievance machinery in 
industrial undertakings should h* 
made more effective; 

(b) joint councils should he 
formed or the scope of works com¬ 
mittees should be enlarged to at¬ 
tend to labour problems; 

{c) labour unions affiliated to 
central labour organisations should 
form small committees to exercise 
control and restraint on their cons¬ 
tituent units in the matter of main¬ 
tenance of peace and avoidance of 
strikes, etc; 

(d) employers should give ad¬ 
vance notice of one month of in¬ 
dustrial situations likely to result in 
stoppage of work or retrenchment 
of workmen, within which time at¬ 
tempts should be made to resolve 
the dispute by conciliation or ar¬ 
bitration; 

(e) efforts should be made to 
settle all industrial disputes first at 
the level of the undertaking by 
negotiations between employers and 
labour organisations within a period 
of seven days; failing this, the dis¬ 
pute should be reported to the Gov¬ 
ernment’s conciliation machinery; 

(f) the official conciliation autho¬ 
rity should attempt to settle such 
disputes within 14 days and report 
results to the Government soon 
after; and, 

(g) the disputant parties should 
agree before the conciliation officer 
to refer disputed matters for arbit¬ 
ration, except matters involving 
creation of new rights having wide 


repercussions or involving a large 
financial stake, and the arbitrator 
should give his award as early as 
possible and in any case within a 
period of three months; failing this, 
the dispute should be referred for 
adjudication by a joint application. 
The Conference also suggested 
that the Government should request 
the Tribunal to conclude adjudica¬ 
tion proceedings within a certain 
time limit. It called upon employ¬ 
ers and workers not to file writ 
petitions against the award of the 
adjudicator except in cases involv¬ 
ing creation of new rights or having 
substantial financial implications. 
It was decided further that the Stand, 
ing Labour Committee, constituted 
in October 1960, should meet fre¬ 
quently to review the implementa¬ 
tion of the Industrial Truce Reso¬ 
lution. 

Unfounded Claim 
The State Government’s Labour 
Department has now issued a note 
reviewing the working of the Indus¬ 
trial Truce Resolution during the 
period November 1962 to June 
1963. The Note shows clearly that 
the working of the Resolution has 
been anything but satisfactory. The 
author of this article visited the 
main centres of textile industry and 
found that there has been no ap¬ 
preciable change in the industrial 
climate towards harmony and a 
greater desire to settle issues by 
negotiations. Although the State 
Government’s note hails manage¬ 
ment and unions who exercised ‘res¬ 
traint in a number of cases’ and 
took positive steps to promote co¬ 
operation, there iB no definite indi¬ 
cation of the success of the indus¬ 
trial truce except that the number 


of man-days lost through strikes and 
lockouts was appreciably lower in 
this period. The number of man- 
days lost was only 1,311 during 
November 1962 to June 1963, 
against 8,650 during January-Octo- 
ber 1962. 

The resolution provided for the 
formation of small committees by 
labour unions affiliated to central 
labour organisations. No such com¬ 
mittee has been formed till this 
day. The bitter rivalry among 
unions, the charasteristic of the 
Indian trade union movement, con* 
dues unabated. It is alleged by the 
leaders of AITUC and HMS that 
the national emergency has been 
used to suppress these unions and 
to boost the intuc. Out of 96 in¬ 
dustrial undertakings employing 
more than 100 workers, only 31 
have set up production committees; 
many of even these 31 have just 
turned their works committees into 
production committees. Even where 
they exist, these committees remain 
on paper. In the textile industry, 
out of the seven undertakings that 
the author visited where production 
committees had been set up, in only 
one was the committee working 
satisfactorily. Out of the remaining 
six, in five the committees had not 
met and in one though it had mot 
thrice during the last eight months 
no decisions had been taken. Work¬ 
ers, though full of enthusiasm to 
raise production, are not acquaint¬ 
ed with the techniques of produc¬ 
tion planning and employers hesi¬ 
tate to explain production techniques 
to workers’ representatives. 

During the period under review, 
according to the official note, a» 
many as 344 workers were retrench- 
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I «d by $ undertakings. "In addition 
to ’taese, a number of workers were 
1 retrenched in the pwo and Irri- 

S ation Departments of the State 
Ue ft> closure of some work* during 
, emergency”. 

Employer* Reject Arbitration 

1116 Resolution required that there 
should be maximum recourse to 
voluntary arbitration. It has also 
been Ibid down that all complaints 
■ pertaining to discharge of workers, 
victimisation and retrenchment, 

> which cannot be settled mutually, 
should be settled through arbitra¬ 
tion. The note says: “The experi¬ 
ence in this direction has not been 
good. Most of the employers have 
not agreed to voluntary arbitration, 
In II cases the employers did not 
agree for arbitration. Only in one 
case the management agreed for 
arbitration during this period. No 
specific reasons were given by the 
management for refusing arbitra¬ 
tion”. 

Regarding dismissal and discharge 
, of workers the note reports seven 
cases in which a number of work¬ 
ers were dismissed and discharged 
and arbitration was refused hy the 
' employers. One of these cases was 
reported in the Rajasthan State 
Roadways, a public sector under¬ 
taking. The note concludes that “On 
the whole the Industrial Truce Re¬ 
solution has worked well. On the 
side of the workers there lias been 
commendable restraint though the 
employers in some cases have not 
shown the same spirit”. 


., It is pointed out that out of the 
,106 cases pending before the con¬ 
ciliation authority on November 1, 
1962, 102 cases were settled either 
by mutual negotiation or by the in¬ 
tervention of conciliation officers. 
This does not, however, necessarily 
reflect the desire of employers and 
workers to settle disputes without 
taking recourse to the expensive and 
delaying adjudication machinery. 
Out of the 64 cases that Were pend¬ 
ing before the industrial tribunal 
and the labour court only in 10 
cases did the parties yield to the 
persuasion of the Government to 
agree to out-of-court settlement. And 
this when the Tribunal and the 
Court did not exist during this 
period due to the refusal of the 
judge to accept the appointment. 

Why the Trace Failed 

The Government’s, note lists the 
following difficulties in the imple¬ 
mentation of the Industrial Truce 
Resolution: 

1 ,1) Employers do not agree to 
arbitration even in relatively minor 
cases of discharge and suspension of 
workmen. This has created a feel¬ 
ing of discontentment among the 
workers, because court procedures 
are costly and usually take a long 
time. 

(2) There have been a number 
of cases of discharge and dismissal 
of workmen by the employers on 
minor matters which is against the 
spirit of the Industrial Truce Reso¬ 
lution. 

(3) Where there is more than 
one union in an industry, the re- 
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presentatives of die different unions 
do not cooperate in die working of 
the emergency production Commit¬ 
tees. r 

(4) Though a large number of 
emergency production committees 
have been formed in the State, tar¬ 
gets of production and other statis¬ 
tics are usually not disclosed by 
the employers so that workers do 
not know how much production or 
productivity has increased. 

15) Public sector undertakings in 
the State have not been cooperat¬ 
ing in forming production commit¬ 
tees. 

Conflict over Cooperatives 

(6) Workers have not been en¬ 
thusiastic about setting up coope¬ 
rative stores. The reason is that 
where there is rivalry among work¬ 
ers, it is not possible to have one 
common store for all the workers 
of the factory, while the Coopera¬ 
tive Department insists thqt there 
should be only one cooperative 
store for each unit. 

(7) Employers are not prepared 
to give loan and subsidy to the co¬ 
operative stores as envisaged in die 
model scheme. 

(8) There have been instances of 
breach of the Truce Resolution even 
by intuc unions. 

(9) The collection of money for 
the National Defence Fund from 
the workers has slowed down. The 
aituc unions particularly are op¬ 
posing deduction from wages. They 
are also opposing the working of 
additional shifts or working of fac¬ 
tories on Sundays, etc. 


freedom it in peril, defend it with all y our might -—jaw aiur m 


DEFENCE OF THE COUNTRY 
NEEDS CONTINUOUS EFFORT 


Th# external danger that facat us it 
not of today only. It may last for a 
considerable tima. So the nation 
will always have to be on !u guard. 
There can be no complacency, no 
slackening of offort to st r e n gthen 
defence in every way. 


WORK RESOLUTELY 
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In spue of the' frequent criticism of the estimates of national income prepared by the Central Stalis- 
Heal Organisation/ we are still very much dependent on the CSO for any data on national income, *■ ,«; 

The estimates presented in the CSO's ‘white papers’ are broadly based on the concepts, methodology 
and, source materials used by the National Income Committee. However, since the publication of the Final 
Report of the NIC in 1954, there has been much improvement la the availability of primary statistical 
material which has made many of the assumptions of the NIC untenable. 


In fact, the present sector-wise estimates of national income do not provide reliable measures of out- 
put, and this is particularly true of animal husbandry, forestry, fishery, factory establishments, small enter¬ 
prises, other commerce and transport, professions and .liberal arts, domestic services and house property. 

An attempt has been made below to present an atietnative estimate of the small enterprises sector’s 
contribution to national income. - 


THE 

coverage of the small enter¬ 
prises sector, for the present 
purpose, has been taken to he the 
same as adopted by CSO for their 
ad hoc publication “National In¬ 
come Statistics : Proposals for a 
Revised Series of National Income 
Estimates for 1955-56 to 1959-60*’. 
In other words, it includes all manu¬ 
facturing establishments not cover¬ 
ed by the Factories Act, 1948. 

In case of the small enterprises 
sector, apart from the ‘white paper’, 
two other sets of estimates of natio¬ 
nal income for the period 1955-56 
to 1959-60 arc available. The first 
of these two sets was prepared by 
the CSO a few years ago and pub¬ 
lished in-NIS whereas the other se¬ 
ries was prepared jointly by P N 
Dhar and S Sivasubramanian {The 
Economic Weekly, Special Number, 
July 1962). Both Dhar and Siva- 
suhrartianian and the CSO have 
adopted a combination of “product 
approach” and “income-approach” 
for estimating the net contribution 
of the small enterprises sector to 
national income. Net value added 
per engaged person was estimated 
first and then it was multiplied by 
the working force (i e, the number 
of persons engaged). In order to 
estimate the net value added per 
engaged person, Dhar and Sivasu¬ 
bramanian have used practically the 
same methodology and source 
materials as used by the CSO in 
their NIS. For estimating the work¬ 
ing force, however, Dhar and Siva- 
subramanian have used the “Spe¬ 
cial employment data collected dur¬ 
ing the 9th round (May-Nov, 1955) 
of the National Sample Survey 


(NSS) ”* whereas CSO’s estimate of 
working force was based on (1) 
economic data of the 1951 popula¬ 
tion census and (2) data relating 
to additional employment generated 
during the first and second Five- 
Year Plans as provided by the 

Planning Commission. 

Non-comparable Estimates 

In estimating the net value add- 
ed per engaged person Dhar ahd 
Sivasubramanian, like the CSO, 
have collected statistics relating to 
value added, number of persons 

engaged, gross output etc. from vari¬ 
ous studies on small industries spon¬ 
sored by the Research Programmes 
Committee of the Planning Commis¬ 
sion, State Statistical Bureaus, 

Development Commission for Small- 
Scale Industries and the annual re¬ 
ports of the National Small Indus¬ 
tries Corporation. The main defect 
of this procedure lies in the fact 
that most of the surveys are ‘local’ 
in nature and the definitions of 
small industries varv from one re- 
port to another, Dhar and Siva¬ 
subramanian themselves admitted 
that “unfortunately the definitions 
and methods of measurement used 
are not identical in all these re¬ 
ports”. The estimates of value add¬ 

ed per engaged person as prepared 
by the ,CSO also suffer from defects 
of the same nature. Curiously 
enough, the data relating to output, 

* A special tabulation of the afoie. 
said NSS data was' done originally 
for H F Lydai! for a study the re- 
.* suits of which are published in 
"Role of Small Enterprises' in 
Indian Economic Development'". 

• * m r* - * 

, v. , - .V 


value added etc, pertaining to small 
enterprises sector as collected during - 
various rounds of NSS and given in 
Report Nos 19, 51, 52 were comple¬ 
tely rejected by berth CSO and Dhar - 
and Sivasubramanian on the ground 
that the NSS definition of small 
enterprises does not strictly conform ’ 
to that adopted by them. , 

As a complete census of small 
industries (similar to the Annual 
Survey of Industries in case of large 
industries) is rather impossible, the 
estimates for small enterprises have 
to be prepared from the data collec¬ 
ted through properly designed sam- * 
pie surveys. In spite of its many 
limitations, the NSS is the only ; 
source which gives valid estimates 
for the whole small industries sec¬ 
tor. It may be mentioned here that 
in estimating the net output of the 
agriculture sector, the data in res¬ 
pect of several input items given 
in various reports relating to '‘Stu¬ 
dies in the Economics of Farm 
Management’ have been rejected by 
the CSO in their NIS. One of the 
reasons given by the CSO for re¬ 
jecting the Farm Management data * 
is that as they relate to “twO conti¬ 
guous districts, the estimates based 
on them may not be truly represen¬ 
tative of the State”. Whereas in 
the agriculture sector the data which 
are local in nature have been re- ’ 
jected, they have been preferred to 
NSS data in case of small enterpri¬ 
ses sector in spite of the fact that 
other reports suffer as much from 
die defect of “definitational non- 
comparability” as the NSS. 
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The Appro * eh 

In the present paper, contribution 
of small enterprises sector has been 
estimated by adopting a combination 
of tbe “product approach” and the 
“income approach”. For the pur¬ 
pose of estimation, the small enter¬ 
prises sector has been divided into 
two sub-sectors, viz, (i) household 
industries, and (ii) non-household 
small-scale manufacture. Net value 
added by household industries end 
non-household small-scale manufac¬ 
ture has been estimated separately 
and then the sub-sectoral estimates 
added together to give an estimate 
of the net output of the small enter¬ 
prises sector. 

In the 14th round refering to the 
period July 1958 to June 1959, the 
NSS has collected data on small- 
scale manufacture and handicrafts 
from unregistered households esta¬ 
blishments, the results of which are 
available in NSS reports. The geo¬ 
graphical coverage of the 14th round 
was the whole of the Indian Union 
excluding NEFA, Ladakh and the 
Islands of Andaman, Nicobar, 
Amindivi, Laccadive and Minicoy. 
The results given in the report per¬ 
tain to all unregistered household 
manufacturing establishments. Un¬ 
like earlier rounds, in the Mth 
round “the small scale products 
produced by the sample household 
which was consumed by the sample 
household itself was taken i.'ito 
consideration”. Government agencies, 
joint stock companies, co-operatives 
and other non-household enterprises 
engaged in small-scale manufacture 
were excluded from the survey. 

Value Added by Household Industry 

Statewide estimates of (1) total 
number of households (2) total 
number of persons engaged (3) 
total number of household persons 
(4) per household value of output 
(51 per household value of input 
and 16) per household value add¬ 
ed are available in the report sepa¬ 
rately for rural and urban areas. 
Utilising the above information, 
value added per person engaged in 
household manufacture for the 
combined rural and urban areas of 
different States has been estimated 
for 1958-59 and then brought up to 
1960-61 with the help of an index 
of wages of rural skilled workers 
in the different States, specially con¬ 
structed for the purpose. The value 


added per engaged person, thus 
estimated, is then multiplied by the 
number of wotksn engaged in 
household industries (as given in 
Census Paper No 1, 1962) to arrive 
at the Statewise estimates of net 
output from household manufactur¬ 
ing industries, it may he mentioned 
here that the figures given in Cen¬ 
sus Paper No 1, 1962, refer to 
March 1,1961; for the present esti¬ 
mate, the number of workers as 
given by . the population Census 
(1961) has been assumed to repre¬ 
sent the year 1960-61, Net contribu¬ 
tion of household industries to 
national income is then found by 
totalling the net output of indivi¬ 
dual Stales as Rs 397 erores. Details 
are given in Table 1. 

Manufacturing other than Household 
Industry 

In addition to the number of 
workers engaged in household in¬ 
dustry, Census Paper No 1, 1962, 
also gives the number of workers 
engaged in ’ manufacturing other 
than household industry. From the 
Indian Labour Year Book (1961) 
and the Annual Survey of Indus¬ 
tries, 1959 and 1960 (ASI), the 
number of persons engaged in large 
scale manufacturing industries for 
different States have been estimat¬ 
ed. It may be noted here that the 
number of persons engaged in large 


acale manufacturing industries is 
slightly larger than the number of 
persons earning under the purview 
of the Factories Act, 1948. in the 
ASI (census portion), data relating 
to (1) number of persons coming 
under the purview of the Factories 
Act, 1948 and (2) total number of 
persons engaged in large scale 
manufacturing industry for the re¬ 
porting establishments are available. 
From the total number of workers 
engaged in manufacturing other than 
household industry as given by Cen¬ 
sus (1961), number of persons en¬ 
gaged in large-scale manufacturing 
industry has been deducted to ar¬ 
rive at an estimate of number of 
persons engaged in non-household 
small-scale manufacture for differ¬ 
ent States, 

In order to estimate the value 
added per person engaged in non¬ 
household small scale manufacture, 
a slightly indirect method has been 
adopted. With the promulgation of 
Collection of Statistics (Centra/) 
Rules, in 1959, the collection of data 
relating to industrial statistics from 
1959 onwards is being conducted 
through a comprehensive Annual 
Survey of Industries (ASI). The 
coverage of ASI extends to all fac¬ 
tories coming under the purview of 
the factories Act, 1948. In order 
to make it operationally successful, 


Table I: Estimates 

of Income from Household Industry 
al Current Prices 

for 1960-61 

States 

Employment in 
Household 

Industry 

(no»y 

Value Added 
Per Person 
in Household 
Industry 
(Rs) 

Value Added 
(Rs lakhs) 

col (2) x 
col (3) 

(1) 

(2)' 

(3) 

(4) 

1 Andhra Pradesh 

1815154 

175 

3176.52 

2 Assam 

280353 

385 

1079,36 

3 Bihar 

1057900 

248 

2623.59 

4 Maharashtra 

832169 

607 

5051.27 

5 Orissa 

530809 

210 

1114.70 

6 Punjab 

540849 

970 

5246.24 

7 Madhya Pradesh 

841395 

303 

2549.43 

8 Madras 

1206812 

198 

2389.49 

9 Uttar Pradesh 

1801746 

257 

4630.49 

10 West Bengal 

487311 

720 

3508.64 

11 Kerala 

488562 

175 

854.98 

12 Mysore 

708710 

229 

1622.95 

13 Rajasthan 

598182 

172 

1028.87 

14 Gujarat 

555606 

612 

3400.31 

15 Delhi 

16710 

1025 

171.28 

16 Himachal Pradesh 

44849 

1025 

459.70 

17 Tripura 

25153 

395 

99.35 

18 J & K 

95628 

358 

342.35 

19 Others t 

102815 

330 

339.29 

Total 

12030713 


39688-81 


t Includes Laccadive, Minicoy, Amindiv, Andaman and Nicobar Island), Manipur, 
Dadra-Nagar Harchi, NEFA, Nagaland and Pondicherry. Estimates of value 
added is based on value added per person derived from all States other than 
* other States' 
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the ASl It divided into Centos end 
Sample parts. -The Sample part «»• 
vers, comparatively smaller factories. 
it fact, it includes only those fac¬ 
tories which employ more than 9 
workers but le® than 50 worker? 
using power or more than 19 work¬ 
ers . W less than 100 workers not 
using power. From the results of the 
sample part of ASl, 1960 it has been 
immh lf to estimate the value add¬ 
ed* per person engaged , for differ- 
»nt States for 1960. It is expected 
that the value added per person en-_ 
paged- in non-household small-scale 
manufacture will be higher than the 
corresponding estimate of household 
industries but will be lower than 
the value added per person engaged 
in smaller factories covered by the 
sample part of ASl. _ 

Therefore it has been assumed 
that a simple average of value ad¬ 
ded per person pertaining to facto¬ 
ries covered by sample part of ASl 
and household industries will repre¬ 
sent the value added per person en¬ 
gaged in non-household small-scale 
manufacture. The value added per 
person engaged thus estimated is 
multiplied by the number of persons 
engaged in non-household small- 
scale manufacture to get Statewise 
estiipat.es of net output of non-house¬ 
hold small-scale manufacture. Add¬ 
ing the State estimate, the national 
total is arrived at (aee Table 2). 

The contribution of small enter¬ 
prises sector to national income is 
taken as the sum of (1) net output 
of household industries and (2) net 
output of pon-household small-scale 
manufacture. Thus, in 1960-61, the 
total contribution of small enterpri¬ 
ses sector national income is esti¬ 
mated at Rs 863 crores at current 
prices (see Table 3). 

Comparison of Different Estimates 

It is perhaps worthwhile to place 
the present estimate against simi¬ 
lar estimates ' prepared respective¬ 
ly by Dhar and Sivasubramanian 
and the CSG and. examine Us mag¬ 
nitude. The following table gives 
the present estimate of net output of 
small enterprises sector along with 

* i Net of depreciation. Depreciation has 
been estimated at the Same rate as. 

InGmsus part of AST. 








those af CSQ and Dhar and Siva* 

subnusafiian: 


- ' Aa the, reference period;, of the 
present estimate is. not the same as 
others, it is necessary to make some 
adjustments in the other estimates 
,in order to make them comparable. 
As has been 'already stated, both CSO 
and Dhar and Sivasubramanian have 
prepared the. estimates df net out¬ 
put St' current prices for the period, 
1955-56 to 1959-60. From these data, 
the average rate of increase per an- 

Table ?: Estimate* of Income front Smaller Manufacturing Industry Ex¬ 


cluding Factories and Household Industry for 1969-61 at Current Price* 


Source 

Year of Net 

Reference, Output 
(Rs erores) 

CSO’s estimate 
as ghen in NTS 

^- , --r 

1959-60 

786 

Dhar and Siva- ’, 
subrama man's 
estimate 

1959-60 

1044 

The present 
estimate 

1960-61 

863 


States 


d) 



* 

' 'I 


‘ V ,iJ * 

’I 


■ ' ! "&l 


1 Andhra Pradesh 

2 Assam 

3 Bihar 

4 Maharashtra 

5 Orissa 

6 Punjab 

7 Madhya Pradesh 

8 Madras 

9 Uttar Pradesh 

10 West Bengal 

11 Kerala 

12 Mysore 

13 Rajasthan 

14 Gujarat 

15 Delhi 

16 Himachal Pradesh 

17 Tripura 

18 J & K 

19 Others t 
Total 


(2) 

' (3.) ‘ " 

(4) 

(5) 

(6) ::" S A 

475675 

229354 

246321 

. 566 

1394.18, .' ‘ ^ 

103624 

88549 

15085 

1509 

227.6? v 

423896 

199334 

226562 ' 

1082 

2451.40 :yf‘ 

1304335 

805417 

498918 

1212 

6046.89* '■ 

86197 

34122 

52075 

834 

434.31 

354058 

134342 

219716 

1840 

4042.77 v 

336845 

165539 

171306 

733 

1235.67 

848302 

328610 

519692 

1068 

5550.31 , 

800835 

340935 

459900 

1007 

4631.19 

1319160 

746954 

572206 

1386 

7930.78 ■ J 

529472 

170440 

359032 

1094 

3927.81 

421880 

176362 

245518 

1186 

2911.84 , ,, 

• 172025 

61549 

110476 

706 

779.96 

536159 

360673 

175486 

1548 

2716.52 

170324 

72783 

97541 

1840 

1794.75, !'• 

6735 

2444 

4291 

1791 . 

76.85 

10839 

2108 

8731 

604 

52.74, 

33453 

10057 

22596 

841 

190.03 ■ '• 

20722 

1204 

19518 

1159 

226.21 , : 

7956546 

3931576 

4024970 


46641.84 , .» 


--- ■ ■ 1 -... — ■■■„. , 

Table 3i Estimates of National Income from Small Enterprises foC 1960-61 

at Current Prices (Rs lakhs) 

States 

Value Added 
in h h Industry 

Value Added in 
Smaller Manu¬ 
facturing 
Industries 

Total Value ■ 
Added in . 
Small Seale' 
Industries 

■coim + 
col (3) 

(1) • 

(2)' 

(3) 

s <+) 

1 Andhra Pradesh 

3177 

1394 

4571 

2 Assam 

1079 

228 

1307 

3 Bihar 

2624 

2451 

5075 

4 Maharashtra 

5031 

6047 

11098 

5 Orissa 

1115 

434 

1549 

6 Punjab 

5246 

4043 

9289 

7 Madhya Pradesh 

2549 

1256 

3829 

8 Madras 

2389 

5550 

7939 

9 Utttu* Pradesh 

, 4630 

4631 

9261 

10 • West Bengal 

3509 

7931 

11440 . 

11 Kerala 

855 

3928 

4783 

12 Mysore 

1623 

2912 

4535 

13 Rajasthan 

1029 

780 

1809 

14 Gujarat 

3400 

2717 

6117 

15 Delhi 

171 

1795 

1866 

16 Himachal Pradesh 

460 

77 

537 

17 Tripura 

99 

53 • 

132 ; 

18 J ft K 

342 

190 

332 

19 Others t ■ 

339 

226 

565 

Total 

- —■t— : nr i 1 -I-i- -. 

39687 

46643 

88830 


,f Please see foot note to table I. 
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TaMe 4> Value Added Pm Person «nd See at WeHdag Fores 

Value added 


Source 

CSO’a estimate as given in NIS 
Dhar-Sivasubramanian estimate 
The present estimate 


Estimate . 
Year of of working 

reference force (’000) 


1955-56 

1955-56 

1960-61 


11237 

12619 

16056 


per person 

(RsV __ 

565 

625 

538 


nuin has been derived for both the 
series separately. These rates are 
then applied to the corresponding 
estimate of net output for 1959-60 
to get rough estimates of net output 
for both the series for 1960-61. The 
net outputs thus estimated are Rs 
824 and Rs 1108 c.rores for CSO and 
Dhar and Sivasubramanian, respe¬ 
ctively. 


in the present estimate are based 
on a scientifically planned sample 
survey, those used by both CSO and 
Dhar and Sivasubramanian for 
combining the value added per per- 


rirte e co ji ©fit o ■ . 

son obtained from various local 
reports were more or less arbitrary. 

It is hoped that research work¬ 
ers on national income will give 
more weight to the data collected 
through scientifically planned and 
properly designed sample survey 
like NSS and the various Saving 
Surveys conducted by the National 
Council of Applied Economic Re¬ 
search for estimation of sectoral in¬ 
comes. 


It may he observed from the 
above sets of figures that the proje- 
rted CSO estimate for 1960-61 is 
not much different from the present 
estimate, whereas Dhar and Siva- 
subramanian’s estimate of Rs 1108 
orores is far higher. Due to the ab¬ 
sence of separate figures of value 
added per person for both the CSO 
and Dhar-Sivasuhramanian series for 
years other than 1955-56, it is not 
possible to locate exactly the origin 
of differences. However, a not-too 
exact idea can be formed with the 
help of 1955-56 data. Table 4 shows 
the value added per person and 
working force separately for all 
the three sets of estimates. It will 
he seen that both in ease of working 
force and value added per person, 
considerable differences exist bet¬ 
ween the present estimate and other 
estimates. In cast? of working force, 
the differences can be explained, to 
some extent, by the fact that during 
the last decade there has been a tre¬ 
mendous increase in population and 
it is quite likely that a substantial 
portion of the new entrants to the 
labour force is absorbed in house¬ 
hold industries. 
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It has already been pointed out 
that both CSO and Dhar-Sivasu- 
bramanian have used results of sur¬ 
veys which are local in nature to 
arrive at the estimate of value ad¬ 
ded per person at the national level 
and, therefore, it is no wonder thal 
their estimates differ so much from 
the present estimate. It is a well- 
known fact *hat value added pe r 
person varies widely from region 
to region and therefore different 
estimates of value added per per¬ 
son at the All-India, level can be 
found by using different sets of 
weights. Whereas the weights used 
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Regional Over-Supply - of Labour and ■ ■ "ff§|| 
the ‘Protectionist’ Argument 


A RiW- K Dattagupta’s criticism 
( August 24 r 1963) of my arti¬ 
cle (July 4 1963) is misdirected 
partly because the problem he is 
concerned with is different and 
partly because he misinterpret* my 
analysis. 

The Problem 

(1) While I was mainly thinking 
of inter-regional transfer of a typi¬ 
cal labourer Who spends his boy¬ 
hood ili a lagged region, the pro¬ 
ductive period of his life in a grow¬ 
ing region and retires to his. source 
of origin when he grows old. What 
Dattagupta seems to have in mind 
is the once for all migration of a 
labour family from the lagged re¬ 
gion to a growing region. This is 
clear from the opening paragraph 
of his ‘comment’ and his subsequent 
enumeration of the gains of the 
lagged region. Only when fie comes 
to the ‘possible’ losses, is he alive 
to the. two-way mobility of labour. 

(2) While 1 mainly addressed 
myself to the problem whether such 
inter-regional transfer of labour 
helps or retards growth of the lag¬ 
ged region and tried to throw some 
doubts on the generally accepted 
proposition, Dattagupta makes a 
static analysis of the gains and 
losses of the growing region and 
the lagged region. In preparing the 
balance sheets, he does me the 
honour of incorporating certain 
points suggested by my analysis but 
his balance-sheets are, by no means, 
exhaustive particularly since he also 
allows for .the non-economic effect^ 
(e g his credit item no 3 for the 
lagged region). Besides hi$ credit 
item- no l (he makes a specific cri¬ 
ticism of my analysis for not allow ; 
ing for it) seems to imply that if 
the prevailing capital-labour ratio 
is non-optimal because of less capi¬ 
tal per, unit of labour it can be 
corrected by retrenching more 
labour and changing the ratio. From 
the point, of view of the growth of 
the lagged region, there is an im¬ 
portant distinction between chang¬ 
ing the ratio by («) investing, more 


Amihtva Sen " 

capital and (ii) retrenching more 
labour, for die-latter method does 
v not necessarily help, growth unless 
the marginal productivity of Labour 
.is negative. On the other hand it 
may retard growth, since retrenching 
of labour would be followed bv a 
reduction in total output. 

Assumptions 

(3) I confined tny analysis strict¬ 
ly to the inter-regional export and 
import of unskilled labour and did 
not ajlow for compensatory move¬ 
ment of other real resources like 
capital. The basis of such j simpli¬ 
fication is that the capital resources 
have an inherent tendency to be 
attracted to the growing regions and 
even a large part of such resources 
generated in the lagged regions 
finds its way to the growing points. 
More about this later. 

(4) While I have considered it 
highly probable that a large portion 
of money income transmitted to the 
lagged region Would he spent on 
locally produced goods, Dattagupta 
brings in ‘the demonstration effect’ 
to doubt this possibility. Ultimately, 
this is a question of fact and not 
of logic. But such sociological fac¬ 
tors like the joint-family system, 
caste and group loyalties, the ten¬ 
dency of the comparatively large 
number of non-earning dependent to 
cluster around the more prosperous 
rural families, gocial prestige being 
more ‘dependent’ on ownership of 
land rather than on consumption 
habits and maritial ties being pri¬ 
marily determined by Caste and sub¬ 
caste groupings rather than income- 
groupings — in short, group-cen¬ 
tred motivations rather than ego- 
centred motivations — may well 
explain why purchasing power 
generated in these regions remains 
unrequited. This is a fact a* well 
as a hypothesis which underlies the 
policy, suggested by many leading 
economists, of directing deficit-fi¬ 
nanced public investment .projects 
to the rural sectors. With my limi¬ 
ted knowledge of the Intricate socio¬ 
logical and institutional characteris¬ 


tics of the lagged regions of, India 
and other underdeveloped countries, 

1 hesitate to delve into the realm 
of. sociology and cultural anthropo¬ 
logy. But I think it is more or Ires 
safe to assume that uhless these 
sociological institutions deeny too 
rapidly, the demonstration effect .of 
urban consumption pattern is not 
going to be as strong in the lagged 
regions as suggested by Dattagupta. 

Some Miarepnwen rations 

(5) While I tried to show that 
the mere transfer of purchasing 
power (i e, a command over retu 
resources) does not necessarily in¬ 
crease the scope of productive- in« 
vestment under the peculiar circum¬ 
stances that exist in the lagged 
regions without bidding up the pri¬ 
ces of scarce resources, I have no 
quarrel with the proposition that the 
trickling down of economic progress 
of the growing regions in the form 
of relieving the pressure of a por¬ 
tion of superfluous labour on land 
and other scarce resources does in*, 
crease the scope for such investment 
without inflationary implications. 
But the. question is not the existence 
of investible resources but why they 
are not so invested in the lagged 
regions. See in this connection point 
(3). 

(6) I mentioned the possibility 
that a large number of migrated 
labourers may use their earning* 
from the growing regions for pur¬ 
chasing land and since this would 
divorce ownership of land comple¬ 
tely from land management, agri¬ 
culture, especially preparatory til¬ 
lage and other operations needed in , 
the slack season might be neglected. 

It is known that the productivity 
curve of labour in the busy season 
would depend on the amount of 
labour input on land during the 
slack season. So far as leave diffi- 
cutties, the lack of a regular chan¬ 
nel of timely information and the 
fact that the seasonal peak is not- 
fixed at a particular time during the 
year but varies with the early i>r 
jatr arrival of monsoon, etc, create 
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Bonne rincerUunity about the timely 
arrival of the labouring population 
from the growing regions to the 
lagged regions, farming operations 
would be less ambitious and leas 
intensive than they would have 
been otherwise. I should also like 
to ask Dattagupta why industrial 
absenteeism sharply increases dur¬ 
ing a particular period of the year 
if labourers go back to their home¬ 
lands only to maintain contact with 
the rural nexus. 

(7) It is with some diffidence that 
I come to die concluding paragraph 
of his ‘comment’ since I have not 
fully understood the exact relation¬ 
ship between the ‘protectionist argu¬ 
ment’ and the old controversy over 
concentrated versus dispersed growth. 
Does Dattagupta refer here to regi¬ 
onal dispersal of public (or private, 
so far as their location can be in¬ 
fluenced through incentives) invest¬ 
ment projects ? If so, does he put 
any faith in such a programme ? 
Then, of course, the dichotomy bet¬ 
ween the growing region (which 
keeps growing) and the lagged re¬ 
gion (which lags behind) is not 
very helpful. Or does he mean by 
regional dispersal a deliberate poli¬ 
cy of switching surplus labour of 
the lagged region to the growing 
region irrespective of its absorptive 
capacity ? Then it is not regional 
dispersal of growth but regional 
dispersal of non-growth, for, by 
following such a policy to the re¬ 
quired degree, both the lagged re¬ 
gion and the growing region can be 
depressed. I think it is his static 
framework of analysis and his pre¬ 
occupation with the gain-loss calcu¬ 
lus that confused the issues involved 
here. Besides, I have no knowledge 
of any policy-maker for whom 6uch 
a deliberate policy of investing 
growing regions with surplus un¬ 
skilled labour is a settled issue. 

Nuclear Power Cost Halved 
BRITISH scientists have succeeded 

in halving the cost of nuclear , 
power generation over the past seven 
years, according to Professor John 
Baxter, chairman of Australia's 
Atomic Energy Commission. 

Professor Baxter forecast that 
within another three or four years 
the efficiency of nuclear power sta¬ 
tions would be so improved that 
countrim with limited power resour¬ 
ces would find it economical to 
build them. 
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TREASURE-HOUSE 
FOR Rs. 12 
A YEAR 

Lock away your jewels, documents and 
other valuables in a safe treasure- 
house provided by Union Bank's safe 
deposit vaults. Lockers vary in size and 
are available from Rs. 12 a year on¬ 
wards. You have the key; nobody else 
can open it I 
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iMON BANK of ,ndia Li'fll 

66/80 Apollo Street, Fort, Bombay 
Safe deposit vaults at: BOMBAY (Dalai Street, 
Bandra, Bhat Bazar, Bhiwandf, Bhuleshwar,’ 

X®?®*??’JS5i badevi ‘ Mulund - Peddar Road, Sion). 
AHMEDABAD (Gandhi Road) DELHI (Chandni 
Chowk, Connaught Place, Karol Baug) POONA 
(Camp) RAJKOT and VERAVAL 


■T> 

( J 

o 

■jj 


' 1 


THE NATON NEEDS YOUR SAVINGS 




■.M U’V 

aw/ubmj 



■i _ 


V, * 



Around Bombay Markets 

Dalai Street Turns Hesitant 

i * . '* 

Thursday, Morning 


jQALAL STREET tried to push 
its way further up last week 
but the going was not easy. The 
market met considerable resistance 
at higher levels but offerings dried 
up quickly as prices receded a 
little with the result that even the 
most popular speculative counters 
moved irregularly in a narrow 
range. Interest continued to be 
extremely selective with half a 
dozen counters accounting for the 
bulk of speculative business which 
is still too small to bring any cheer 
to the stockbroking community. 
Outside public interest continues to 
be extremely restricted. 

Official concern about the pro¬ 
longed stalemate in the capital 
market and persistent support from 
the Life Insurance Corporation 
from time to time have imparted a 
feeling of steadiness to the market 
but confidence to follow the rise is 
lacking which seems due mainly 
to the continuing political uncer¬ 
tainty. Inspired talks that Shri 
T T Krishnamachari would yield 
to the mounting pressure from the 
business community and from 
within the Congress Party for modi¬ 
fying the compulsory deposit 
scheme, gold control order and 
some of the fiscal measures in order 
to restore the confidence of the 
private sector had enlivened senti¬ 
ment on the stock market recently. 
But hopes of any major changes 
in respect of compulsory deposit 
scheme, gold control and fiscal 
measures now appear to be gradu¬ 
ally receding. The Prime Minister 
has done well in discouraging 
hopes of any large-scale changes in 
the fiscal policy as a result of the 
exit of Shri Morarji Desai. Finan¬ 
cial policy, after all, is the respon¬ 
sibility of the Government collec¬ 
tively and not of any particular 
Finance Minister. 

T T K Comforts Market 

The stock market can certainly 
derive comfort from T T K’s anx¬ 
iety to stimulate economic growth 
but it has only itself to blame if 
it pitches up its expectations about 
tax relief very high. All that it 
can hope lor is the rationalisation 


of the tax structure without in any 
way sacrificing much of the reve¬ 
nue so badly needed for defence 
and development. Big Business 
might feel a little uneasy because 
of the official move to strengthen 
the Company Law Administration 
in order to exercise a stricter con¬ 
trol over the financing and manage¬ 
ment of joint stock companies but 
not the investing community. With 
the Government anxious to bring 
about a revival in the capital mar¬ 
ket, equity prices might not register 
any important decline from the 
current level unless there is a 
further deterioration in India's re¬ 
lations with China and Pakistan, 
but the market will find it difficult 
to push its way and sustain the rise 
in face of the political uncertainty. 
The more so if the economic tempo 
does not pick up appreciably, and 
profitability of the corporate sector 
remains low. According to a recent 
survey of The Economic Times 
on post-budget declaration of pro 
fits and dividends, 202 companies 
out of the 490 companies included 
in the survey reduced the dividend 
rates and only 108 companies were 
able to step up their dividend. The 
pre-tax profit recorded an increase 
but the companies have had to 
make a substantially larger provi¬ 
sion for taxation. 

Cotton 

Prices Ease Further 
^ITH weather continuing to 
oblige, the cotton market last 
week developed further weakness 
which was more pronounced in 
ready than in futures. At its Wed¬ 
nesday’s closing of Rs 693.75, the 
March contract showed a net loss 
of Rs 11.25 per 3 quintals over the 
week whereas losses in ready 
ranged between Rs 15 and Rs 30 
per candy. Over the past one month 
or so ready cotton prices have de¬ 
clined sharply by Rs 50 to Rs 150 
per candy, good quality C02 being 
the worst sufferer. The fall has 
come about without much activity, 
reflecting mainly the drastic change 
in market sentiment because of the 
large carryover and expectations of 
another good harvest. With the 


final estimate of the 1962-63 crop 
revised to around 57.44 lakh bale*; 
the carryover of Indian cotton is 
now placed arpund 19.50 lakh 
bales *— a record high for six years. 
The carryover of foreign cotton i* 
placed around 1.50 takh bales. 
Another good harvest could bring 
about a basic change in the outlook 
for cotton if imports are maintain¬ 
ed even at the normal 6 lakh to 
7 lakh bales. Cotton prices could 
decline farily close to the revised 
floor level and the fall in prices 
need not be viewed with concern. 
In fact, the availability of cotton 
at cheap prices will help strengthen 
the competitive position of the 
Indian textile industry in interna¬ 
tional markets and obviate the need 
for an upward revision of cloth 
prices. 

Not only that. If cotton prices 
keep well below the ceiling, the 
authorities will find it extremely 
difficult not to concede the trade’s 
demand for doing away with com¬ 
pulsory survey and the supervisory 
scheme which are intended pri¬ 
marily to implement successfully 
the price control order. The Tex¬ 
tile Commissioner has assured the 
trade that he would review the 
supervisory scheme as well as 
compulsory survey system some 
time in October when a clear pic¬ 
ture emerges of the crop. Mean¬ 
while he has reduced the commis¬ 
sion for supervisory work to 3/16 
per cent of the final invoice value 
of cotton, from 1st September. It 
is to be hoped that the Textile 
Commissioner will not hesitate to 
abolish the supervisory scheme if 
the new crop turns out to be really 
good. Inquiries with the trade 
indicate that the area sown under 
cotton is about 5 per cent more 
than in 1962-63 which holds out 
the promise of a bigger crop pro¬ 
vided weather conditions remain 
favourable during the rest of the 
season. September is a critical 
month for cotton, more particularly 
the period from 25th September 
to 5th October, Weather condi¬ 
tions in the next few weeks will 
have a significant bearing on the 
crop outturn. One can only hope 


1567 



* lor the best. ' Despite a record crop 
of abbut 57.44 lakh bales in 1962- 
63, production continue* to be far 

% behind the Plan schedule. Apart 
from ensuring supplies to the in- 

* dustry at reasonable prices, a bum¬ 
per crop can help make a begin¬ 
ning towards the building up a 
buffer stock to take care of lean 
years. Rarely has the Weather been 

, known to oblige for more than two 
successive years. 

Bengal Deshi prices which had 
been holding remarkably firm for 
a long while have developed a 
slightly easier tendency due to lack 
. of any fresh export business. Over¬ 
seas buyers continue to keep off 
the Indian market in the hope of 
securing their supplies at cheaper 
rates. And it is not unlikely that 

E rices here will move further down 
efore any important export busi¬ 
ness can be put through. 

Oilseeds 

Subdued but Irregular 

^FTER a brief show of strength 
the oilseeds market developed 
a sagging tendency but turned 
steadier again near the week-end 
and Wednesday’s closing prices 
showed only fractional variations 
from the previous week-end levels. 
Groundnut and linseed were slight¬ 
ly down, castor were a little higher 
while cottonseed were virtually 
Unchanged. Groundnut January 
which had eased from Rs 219 to 
Rs 215,75 were up again around 
Ra 218. Castor March eased from 
Rs 164 to Rs 162.75 but recovered 
to Rs 165.12 before winding up 
the week at Rs 164.62. Linseed 
March, .moved irregularly between 
R* 37.31 and Rs 36.81 and cotton¬ 
seed , January were neglected around 
Rs 96.50. Speculative interest 
. continued to centre mostly around 
groundnut but near the week-end 
ea«U»r also received considerable 
attention due to revival of overseas 
inquiries for caator oil. 

With offerings scarce and off¬ 
take satisfactory, spot groundnut 
and groundnut oil continue to dis¬ 
play a firm tendency. Buyers, how¬ 
ever, are no longer aggressive be¬ 
cause of the encouraging reports 
about4the new crop which will 
begin t<| move into the market in 
quanta after about the middle of 
next month. The general market 
opinion is that if weather continues 
to oblige in coming weeks, the new 
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rtoundnut crop will he labout 2 
lakh to 3 lakh tons more than in 
the previous season. If groundnut 
futures have not registered any 
significant decline despite prospects 
of a good harvest it is mainly be¬ 
cause of the strength in the spot 
material and persistent rumours 
about liberalisation of the export 
incentive for crude groundnut oil. 
The export trade is reported to 
have represented to the Govern¬ 
ment for increasing the incentive 
for crude oil from 60 to 70 per 
cent because at present export 
business is restricted to a few pro¬ 
minent manufacturers of vanaspati 
owing to the larger incentive for 
refined groundnut oil. It is doubt¬ 
ful whether the Government wjlf 
accept the trade’s plea for a bigger 
incentive for crude oil but if it did 
it will have a significant bearing 
on the outlook for groundnut prices. 
The Government will be well ad¬ 
vised to encourage the export of 
linseed oil and castor oil instead 
of groundmjt oil by liberalising 
the incentives for these oil*. The 
export potentialities of linseed oil 
have not been properly exploited. 
This is also partly true of castor 
oil. 

Inquiries with the export trade 
indicated that Spain was again in 
the market for refined groundnut 
oil though the business put through 
was not large. Indian shippers 
have refuted the charge* made by 
importers in Spain about the infe¬ 
rior quality of groundnut oil sup¬ 


plied to them-Thy 'Minister fox 
International Trade will’ do Well Ito 
look into the matter carefully feeca-. 
use thy country can 111-afford to 
lose foreign customers-due to lack . 
of observation of quality standards. 
Apart from groundnut, oil, aomc 
business was also reported in gro¬ 
undnut H P S at around £ 86 per 
ton for Bold' December;January 
shipment. Groundnut extractions 
were distinctly easy. Export busi- ’ 
ness was moderate but prices reali¬ 
sed were 10 to 15 shillings per 
ton Less than in the preceding week. 
The U K was mentioned .as the 
main buyer and the week-end quo¬ 
tations were placed around £ 35*5 
for September, £ 35-10 for Octo¬ 
ber, £ 34-15 for November and 
£ 33-15 for January-March ship¬ 
ment. With offerings from India 
likely to increase as a result of 
larger crushing when the new crop 
movement gets into swing, it is 
quite likely that the overseas buyers 
will mark their prices further 
down. The U K was reported to 
have purchased about 700 to 1,000 
tons of castor oil last week and it 
paid about £ 105-10 for Commer¬ 
cial grade. Exporters seem opti¬ 
mistic about putting through further 
business in the near future. Linseed 
oil continues to be completely 
neglected and export business in 
linseed cako is also limited. The 
U K and the Continent made mod¬ 
erate purchases of cottonseed cake 
but the prices paid were lower 
around £ 31 per ton. 


Maharashtra Housing Board 

TENDER NOTICE 

Sealed and superscribed tenders in ‘ D ’ Form are invited by 
the Executive Engineer, Housing Cbemhur Division, Bombay for 
the supply of Ready Mixed Paint during the year 1963-64 so a* 
to reach nis office upto 12.00 Noon on 7-10-1963 and will be 
opened on the same day if possible. 

Security Deposit. 


Sr. No. 


Name of work 

Annual supply of 
ready mixed painr 
during the year 
1963-64. 


Eltimated 

Cost. 


Earnest 

Money. 


Rs 71,670/-. Rs. 720/- Rs. 3584A 


Blank Tender forms can be had on payment of Rs, 5/- each 
from the Office of., the Executive Engineer, Housing Chembur 
Division, Tata’s Godown, Jackeria Bunder Road, Sewri, Bomhay-33 
on or before 3-10-1963 during the office hours; 

Right tn reject any or all the tenders received without assig¬ 
ning any reasons is reserved, 

VHM/1P/9/©. 









WHE financial results of Jaipur 
tJdyog lor the year ended March 
31. 1963 have shown substantial im- 
prtvemerit over die 'previous year. 
The gross profit rose to R# 130.77 
lakhs, the highest attained by the 
Company. The net profit after pro¬ 
viding depreciation amounted to 
Rs 87.12 lakhs as .agaifist Rs 65.02 
lakhs. The, improvement was large¬ 


ly due to higher production reach¬ 
ed during - the year. Production of 
clinker increased from 6.70 lakh 


tons to 7,67 lakh tons and that of 
cemerq from 7.42 lakh tons to 8.23 
lakh tons. Higher production has 
been made possible by modifications 
and improvements in sortie sections 
of the plant, additional supply of 
power and improved transport faci¬ 
lities. But the price increase grant¬ 
ed by Government was offset by 
heavy increased costs mainly aris¬ 
ing out of Government action and 
beyond the control of the industry. 


The better working results have 
enabled the Directors to transfer 
Rs 64 lakhs to Reserve and to step 
up the equity dividend from 8.36 
per cent to 10 per cent. The Com¬ 
pany is not subject to income-tax 
arid super-tax under the various 
provisions of the Income-tax Act. 
The shareholders will get a net 
dividend of 87.52 nP per ordinary 
share of Rs 10 after deduction of 


tax on 4.16 per cent of the divid¬ 
end. 



industry due to the price Mid tax 
policies of Government form# the 
main impediment to development at 
present, Shri Jain has substantiated' 
his statement by quoting from.-a 
Reserve Bank study, that the cement 
industry retains only 11.18 per cent 
of its promts after tax and that in 
spite of distributing 88.82 per cent 
of the profits after tax, gross divi¬ 
dends worked out to only 6.9 per 
cent of net worth. Therefore if 
cement production does not Teach 
the anticipated target, Shri Jain 
holds. Government’s policies should 
alone, assume responsibility for this. 
To rectify this position, Shri Jain 
suggests that Government should 
follow an appropriate price policy 
that would encourage expansion of 
the industry. As against a targeted 
capacity of 15 million, tons, the ful¬ 
filment of ‘ existing proposals in 
different stages of execution will 
lead to an attainment of 12.5 milli¬ 
on tons, and the need therefore is 
imperative to put into execution all 
the schemes licenced at present. 

Shri Jain further observes that 
unless a system of automatic esca¬ 
lation to cover increased costs is 
introduced, the industry will conti¬ 
nue to face the problem of rising 
costs. He also pleaded for a more 
realistic decision in regard to quar¬ 
terly packing charges, as the pre¬ 
sent formula in.respect of the use 
of old hags leads to considerable 


Addressing the shareholders of 
the Company at the last Annual 
General Meeting, Shri S P Jain, 
the Chairman, expressed regret that 
the objective of increasing produc¬ 
tion of cement, an essential com¬ 
modity, has not been fulfilled for 
lack of a developmental price po¬ 
licy. The difficulties of the cement 
industry and the continuing rise in 
costs are matters which the indus¬ 
try has from time to time repre¬ 
sented to Government. The industry 
is pulling all its weight to improve 
production and despatches within 
its means, The industry does no 
longer depend upon foreign imports 
of machinery which is now avail¬ 
able indigenously. Low profitability 
and dearth of capital dissuade or- 
dera from liCencees. 

Shri Jain has pinpointed the fact 
that non-availability of resources for 


loss to the industry. 

Since rising transport costs on 
limestone from quarries to the fac¬ 
tory borne by the. industry operate 
as a disadvantage to the industry. 
Shri Jain expressed the view that 
there should be pooling of freight 
on raw materials similar to the 
pooling of freight on cement. 

Kirloskar Oil Engines 
'J’HE management of Kirloskar Oil 
Engines is exploring possibilities 
of opening the Company’s own sales 
offices in foreign countries, where 
it already has a market, with the 
object of organising sales and after- 
sales services instead of depending 
on local agents. This was. revealed 
by Shri S K Kirloskar while ad¬ 
dressing the shareholders of the 
Company at the Seventeenth Annu¬ 
al General Meeting held recently. 
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■ The export sales of the CdMqfchjwfr 
continue to increase. Additional 
rtiarkets have been found in North 
Africa and Latin America during 
the past year. Further markets are 
being explored. The establishment' 
•of sales offices, the Chairman said. 


will remove the uncertainty in de¬ 
lay due to shipping bottlenecks, en¬ 
sure ready after-sales service and 
enable the Company to consolidate 
its position in foreign markets. 


Commenting on the progress of 
the Company over a period of years, . 
Shri Kirloskar stated that produc¬ 
tion and sales improved appreciab- - 
ly year after year. The engines had , 
a good demand. Production is cons¬ 
tantly increased to keep pace With 
demand and every effort is made 
to shorten the period of delivery. 
The high quality and efficient and 
prompt after-sales service, have 
brought the Company art increasing¬ 
ly ready and easy market. 


The Company is planning to se¬ 
cure a foreign exchange man, at 
the instance of Government, to im¬ 
port a bi-metal strip manufactur¬ 
ing plant in order to increase the 
production of bi-metal bearings. 
The bearings are supplied to" vari¬ 
ous manufacturers of industrial and 
automobile engines and also to. 
many Nationalised Transport Un¬ 
dertakings in the country. The 
prospects for the sale of these bear¬ 
ings are considered by the Chair¬ 
man quite good. 

Dealing with the progress of the 
subsidiaries, Shri Kirloskar stated 
that Kirloskar Cummins, in which 
the Company has invested a subs¬ 
tantial amount, would be able to 
go into production by the end of 
this year. Shivaji Works has shown 
a good performance which would 
have been better still but for the 
irregular supply Of pig iron, coal 
and coke. The foundry of this sub¬ 
sidiary is expanded further this 
year and the results of the current 
year are expected to be more im¬ 
pressive. 


Shri Kirloskar justified the reduc¬ 
tion of dividend from 16 per cent 
to 12 per cent on the equity shares, 
on the ground that the resulting 
savings could be ploughed hack 
into business for expansion purpo- , 
ses. The SPT levy had increased ’ 
taxation by 65 per cent and thus,, 
cut into the profits of the'ISwtpany- • 
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v/hirh could otherwise Ik- available 
to the (Company for financing ex¬ 
pansion schemes. 

Referring to the future outlook, 
Shri hkirloskar feels, that the pros¬ 
pects of the Company for the cur¬ 
rent year are good. He has assured 
the shareholders that every' effort 
will be made to continue expansion 
and increase profitability nJlhmigh 
the incidence of SPT will fie quite 
heavy and hamper expansion pro¬ 
grammes. 

Parrys honfertinnery 

X HK Indian confectionery indus¬ 
try is facing two main difficul¬ 
ties, namely the rehabilitation of 
plant and machinery and the rising 
costs of production. The extent to 
which the industry can overcome 
these dilliculties depends upon the 
Government's licencing and fiscal 
policies: thus observed Shri II V R 
lengnr, Ghairmari of Parrys Con- 
fretionery, in his statement circu¬ 
lated to the shareholders along w ith 
the Annual Report and Accounts 
for the year ended March ill, 19(>H. 

The typ'-s of machinery needed 
for the manufacture of couleetione- 
ry aie not produced in India; ycl 
the industry is accorded only a low 
priority. Willi frequently changing 
trends and ideas in the line, more 
than in any other, the import res¬ 
trictions pose a |>erennial porbiern 
for the indusliy which 1ms to keep 
pace with refinements in manufac¬ 
ture anti packaging, on which de¬ 
pends the sales turnover. The in¬ 
dustry remains not only insulated 
from the advance made liy western 
countries blit ill-equipped to meet 
changing conditions. The great im¬ 
balance between sweets-making ca¬ 
pacity and wrapping now existing 
will not enable the industry to play 
an effective role in the development 
of exports, unless, assisted by the 
grant of adequate licences for the 
import of machinery required for 
modernisation, rationalisation and 
replacement. The process of exert¬ 
ing and earning foreign exchange 
for the purpose of importing machi¬ 
nery needed, puts the industry to 
heavy losses and is therefore found 
ineffectual. Shri Igngar has there¬ 
fore urged upon authorities to 
accord a higher .fjjtmwfy than at 
present to the industry for the issue 
of licences to import machinery. 

There is another reason for poor 
exports in relation to the potentia- 
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lilies of industry. Higher cost of 
production leads to higher selling 
prices, inhibit consumption and 
make it impossible to develop ex¬ 
port markets. Sugar, glucose and 
wrapping paper, which are the main 
law materials cost more in this 
country. Other raw materials like 
gum arabic. menthol, tartaric acid 
and lecithin are imported in limit¬ 
ed quantities and are not locally 
available except at high prices. On 
top of this, customs and excise, duties 
on cellophane, tinplate, aluminium 
foil etc, and additional tax levies 
have put up wrapping and packing 
costs. The industry ha« again to face, 
higher central sales tax and wage 
hills. All these factors contribute to 
high production costs and selling 
prices. Although the quality of the 
sweets can match the best available 
elsewhere, absence of Idlest techni¬ 
ques of wrapping and packaging and 
wide disparity in production costs 
between foreign and Indian manu¬ 
facturers are the twin factors dial 
stand in the way of developing an 
export market. The , oncessiou- 
shown to the industry li- way of 
draw hack of customs diitv on imports, 
rebate on excise duty on sugar etc, 
and the cash subsidy of 10 per ceil! 
on exports still leave a big gap to 
cover. In view of these facts, Shri 
fengar has strongly urged Govern¬ 
ment to liberalise the import policy 
in respect of machinery and raw 
materials essential for the industry 
in order to step up exports substan¬ 
tially. 

Mysore Paper 

A DDRESSING the shareholders ot 
Mysore Paper Mills. Shri M 1) 
Shivananjappa, Chairman of the 
Company, revealed that the Paper 
industry has again taken up the ques¬ 
tion of price revision with the Gov¬ 
ernment of India not only for get¬ 
ting immediate relief hut also for 
the setting up of a suitable machi¬ 
nery to revise prices promptly to 
absorb any increases in costs over 
which the industry has no control. 
Government sanctioned an increase 
in paper prices only from June 
1962 on the recommendations of 
the Tariff Committee which investi¬ 
gated the claims of the industry as 
far back as 1958, but whose recom¬ 
mendations and price fixations were 
accepted and announced in 1960. 
The' increase however proved quite 
inadequate due to Subsequent in- 
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creases in the costs of raw materials, 
chemicals, coal, etc, and higher 
labour costs. New legislative mea¬ 
sures as a result of the emergency 
have also added to the industry 1 * 
costs. Shri Shivnanjappa insisted 
that only a proper policy ensuring 
a fair and reasonable return cm 
capital would act as an incentive 
for the expenditious implementation 
of expansion schemes. 

After reviewing the working re¬ 
sults of the Mills for the year, Shri 
.Shivnanjappa referred to the ex¬ 
pansion scheme of the Company 
and stated that the complete range 
of equipment required for stepping 
up production to 18,000 tons and 
ordered for from different suppli¬ 
ers in Germany am) the UK, have 
arrived or already been despatched 
and that the erection work of the 
1‘nlp and Paper plants would com¬ 
mence in about a month. The 
Chairman ex-peels the new' Mills to 
gv> into production within a year 
from now. 

Hindustan Lever 
J£1ND1;S I AN LEVER has suc- 
cert fully negotiated for a 
further loan of Rs (,() fnklis from 
Us pa rent Company, the Unilever, 
London. The Company has already 
availed of a loan of Rs 20 lakhs in 
sterling from Unilever. The en¬ 
tire amount of Rs 80 lakhs will, it 
is learnt, he utilised to finance the 
Company's expansion plans, mostly 
in new projects, which include the 
installation of an additional gly¬ 
cerine still, manufacture erf nickel 
catalyst, an additional plant for 
the production of synthetic deter¬ 
gents a nd the setting up of a mod¬ 
ern research lal»oratory. The pro¬ 
jects already on hlmd, namely, the 
milk products factory at Etah 
(U P) and dehydrated vegetable 
plants at Ghaziabad and Etah are 
reported to he nearing completion. 

The loan* of Unilever are already 
approved by the Union Govern¬ 
ment. An interesting feature of 
the loans is that Unilever hopes to 
convert them into a permanent in¬ 
vestment in India in due course 
before repayments fall due. 

Larsen & Toubro 

LARSEN & TOUBRO is entering 
into a collaboration agreement 
with Caterpillar Traetor Co of 
Peoria, Illinois, us, for the manu¬ 
facture of tractor parts and machi- 




nery, Mr H Holck-Larsen, <Qmuc- 
nan. of the Company, informed* dir 
share holders at the Eighteenth 
Annual General Meeting. Of the 
total estimated outlay' of Rs 1 crore, 
the US collaborator would invest 
Rs 30 lakhs in the shape of techni- 
cal know-how, plant and equip¬ 
ment Larsen & Toubro proposes 
to invest a like amount. For the 
Company, the Chairman said, this 
would be a very important project. 

The sales of the Company are 
showing an improvement in the 
current year. Utkal Machinery 
with which the Company is associ¬ 
ated shows a turnover of Rs 2 
lakhs to Rs 3 lakhs a month which 
can be expected to rise to Rs 4-5 
crores a year when the factory goes 
into production in full swing. This 
Company has orders worth about 
Ri 2 crores on hand. 

There is no immediate possibility 
of raising fresh capital by a fur¬ 
ther issue of shares, but the need 
for expanding the capital base 
might arise from the expansion of 
the Company’s business, perhaps 
after a year or two. Mr Larsen 
ruled out the suggestion of bonus 
issue as he saw no point in making 
the bonus issue by paying a tax 
unless the Company could maintain 
the dividend on the increased num¬ 
ber of shares. 

Sewri Engineering Construction 

T HE Sewri Engineering Construc¬ 
tion Corporation, Bombay, cele¬ 
brated its silver jubilee this month. 
Speaking at a function organised 
to mark the occasion. Shri S K 
Wankhede, the Maharashtra Mini¬ 
ster for Industry, congratulated 
the Corporation on its excellent 
record. The Minister also held 
out the assurance that the proposed 
construction corporation of the 
Maharashtra Government would 
not come in the way of established 
private sector units like Sewri 
Engineering. 

Shri C V Deshpande, Managing 
Director of Sewri Engineering, 
described how hard work, determi¬ 
nation and technical and professio¬ 
nal competence of a very high order 
had gone into building up the 
company. 

Cochin Refineries 

rOCHIN REFINERIES, Ltd is 

"how irtCorposated- with va- paid- . 



up. capital of Ra 15 trores, -£be. 
Company Is the fourth-oil jefihety 
in the public sector and is a com¬ 
bined venture of the -Union Gov¬ 
ernment, Philips Petroleum Com¬ 
pany of us and Dupgan Bros of 
Calcutta. The Union Government 
will hold 51 per cent of the share 
capital while the other two part¬ 
ners will be holding the remaining 
49 per cent. 

Money Market 

Thursday, Se pi ember 12 

The inter-bank call money rate 
continued unchanged at 3 per 
Cent, a fate higher than those pre¬ 
vailing in preceding weeks. When 
the supply of funds continues to be 
easy with rising deposits and con¬ 
tracting credits, the tendency of the 
call rate fo stay around 3 per cent 
requires an explanation. This may 
be found in the fact that those with 
surplus funds are reluctant to lend 
at poor rates when Treasury Bills 
yield about. 2.320 per cent and 
giltedged give, a return of 4 to 5 
per cent. Besides, the rales in 
Calcutta, though frequently fluctu¬ 
ating, have been ruling around 3J[ 
per cent, often tending to harden 
further. The search lor remunera¬ 
tive use of funds is reflected in the 
sharp rise in the investments of 
scheduled banks by Rs 15.20 crores 
during the week ended August 30. 

The accretion to giltedged hold¬ 
ings week after week is, of course, 
a patent feature of the slack sea¬ 
son, hut this can be said to have 
an added significance this season 
because the yields on government 
securities are relatively higher. 
The hanks have not merely used 
the increase in deposits of ‘Rs 1.71 
crores and the return of advances 
of Rs 6.86 crores during the week, 
but also withdrawn about Rs 7.02 
crojes from their balances with 

the Reserve Bank and utilised their 

own cash balances to the tune of 
about Rs 3.15 crores to swell their 
giltedged portfolio by Rs 15.20 
crores. The continuously rising 

investments of banks suggest that 
banks have now become noticeably 
' giltedged-minded and in this res¬ 
pect there is a change in their 

attitude from the time of the issue 
of the new Government loans. It 
is mostly on this account that the 
call money rate rules steady and 
wfll continue to do So, unless there is 
„vjery large and Unexpected increase 


is either the supply of or debutnd 

for funds. 

The rush for Treasury Bills 
tenders and Intermediates which 
wjas evident last time did not con¬ 
tinue this* week. Tenders received 
on September 10, amounted to only 
Rs 2.10 crores (Rs 4 crores on Sep¬ 
tember 3) against Rs 2 crores in- 
vited, and Intermediates sold from 
September 4 to 7 were hardly 
ahout Rs 2.27 crores (R# 7 crores 
and Re 7.19 crores in the previous 
two weeks). The lower tenders are 
to he attributed not merely to low¬ 
er returns but to the increasing pre¬ 
ference of the hanks for the gilt- 
edged. 

During the week ended Septem¬ 
ber 6, notes in circulation expand¬ 
ed by R s 27.81 crores; the expan¬ 
sion was met by the Banking De¬ 
partment to the extent of Rs 15 
crores, the remaining being secur¬ 
ed by an additional issue of Rs 
12.81 crores. The icrease which is 
a normal feature of the beginning 
of the month may have also been 
caused by withdrawals for tax pay¬ 
ments which is reflected in the rise 
of Central Government deposits. 
Rupee securities in the Issue De¬ 
partment have been inflated by Rs 
15 crores to effect the additional 
note issue and to make up fo r the 
fall in rupee coins. 

Central Government’s deposits 
continued to rise, the increase be¬ 
ing Rs 20.64 crores during this 
week. Deposits of State Governments 
recorded a fall of Rs 2.4G crores, 
and balances of scheduled banks 
were likewise lower by Rs 2.22 
crores. Aggregate deposits were, 
however, higher by Rs 14.56 crores. 
Against this, the Bank’s advances 
increased by Rs 7.92 rrores to Gov¬ 
ernments, by Its 2.22 crores to sche¬ 
duled banks and by Rs 8.24 crores 
to others. Further the Bank has 
added Rs 23.53 crores to its Trea¬ 
sury Bills holdings. Mostly as a re¬ 
sult of payments exceeding the ac¬ 
cretion to deposits, the Bank’s in 
vestments have come down by Rs 
37.21 Crores. I 

Further rise was noticeable in 
the giltedged market during the 
week. The 3 per cent Conversion 
Loan, 1986, moved up to Rs 64.85. 
Several other loans gained ground 
with expanding investment demand 
from institutional quarters. 
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Food 

of which 

Egg* 

Fi*h : fre»h or 
»imply prawned 
Fi«h and fish 
preparations, 
canned or not 
Rice 

Cereal prepara¬ 
tions 

Fruit* and nuts, 
fresh (not including 
oil nuts) 

Dried fruits 
Vegetables, fresh 
and dry 
Vegetables, pie- 
served and vege¬ 
table preparations 
Cocoa 
Spices 

Beverages ‘and 
Tobacco 

Tobacco and tobacco 
manufactures 
Tobacco un¬ 
manufactured 
Tobacco manu¬ 
factures 

Crude materials, 
inedible 

of which 

Hides, skins and fur 
skins, undressed 
Hides and skins 
(except fur skins), 
undressed 
Fur skins, un¬ 
dressed 

(Oilseeds, oil nuts 
and oil kernels 
Wood, lumber and 
cork 

Wood in the 
round or roughly 
squared 

„ Textile fibres and 
waste 

Silk 

Wool and other 
animal hair 
Cotton 
Jute 

Vegetable fibres, 
except cotton and 
jute 

Synthetic fibres 
Crude fertilizers and 
crude minerals, ex¬ 
cluding coal, petro¬ 
leum and precious 
stone* 

Fertilisers, crude 4 
Crude minerals 
Metalliferous ores 
and metal scraps 
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8484.6 

4668.0 

898,0 

2*96.7 

Iron ore and 









concentrate 

0.3 

0.6 

0.1 

''om 

2.8 

0.9 

1.1 

0.1 

Iron and steel 



, 






scrap 

2.2 

1.8 

,, 0.2 , 

0.7 

107.7 

88.4 

47.3 

42-1 

Ores of non-ferrous 









base metals and 



*■ 






concentrate* , 

34.2 

6.0 

2.9 

1.7 

0,2 

0.9 

0.1 

0,5 

Animal and vegetable 





998:4 

1501.3 

61.9 

987.5 

crude materials 









inedible, net 

46.6 

49.1 

15.0 

-12.8 

1 9 

5.0 

0.9 

1.6 

Crude animal 









materials, inedible 



* 






n e. i 

11.3 

14.2 

2.7 

4.1 

330.2 

265.7 

65.8 

109.1 

Crude vegetable 





118.6 

126.6 

11.3 

49.3 

materials, inedible 









n c * 

35.1 

34.9 

12.3 

8.7 

6.4 

4.3 

4,5 

0.6 

Mineral fuels. 









lubricant and relat- 





0 4 

h 4 


0.1 

ed materials 

2980.8 

1878.9 

12*8.7 

2*6.8 

'•i 1 

4.9 

0 4 

2.5 

Coal, coke and 





in 7 

>\ r \ 

8.7 

8 8 

briquettes 

2.8 

7.7 

— 

3.4 





Petroleum products 

1833.5 

964.1 

534.2 

223.5 

6.6 

9.0 

1.8 

8.1 

Animal and 









Vegetable oils 





1.3 

2.1 

■0.1 

1.8 

and fata 

104.6 

219.9 

81.9 

45.1 





Animal oils 





1.2 

1.8 

— 

1.8 

and fats 

15.5 

22.3 

2.5 

5.6 





Vegetable oils 

85.0 

109.5 

22.4 

30.4 

0.1 

0.4 

— 

- 7 “ 

Chemical* 

2618.8 

2524.4 

897.8 

880.1 





Chemical elements 





aoso.o 

2746.7 

862.1 

878.9 

and compounds 

999.9 

1115.1 

318 1 
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Inorganic chemicals 

419.6 

441.2 

140.1 

170.2 





Organic chemicals 

580.2 

673.9 

178.0 

201.6 

94.3 

70.8 

39.6 

28.6 

Dyeing, Tanning and 









Colouring Materials 

284.1 

311.8 

88.4 

100.7 





Coal-tar 





93.9 

70.7 

39.4 

28.6 

dyestuffs 

223.2 

232.1 

70.0 

79.1 





Dyeing & tanning 





0.3 

— 

0.2 

— 

extracts 

30.0 

36.9 

9.-1 - 5 2 





Pigments, paints, 





237.8 

231 7 

88.1 

64.7 

varnishes and 









related materials 

30.8 

42.9 

9.0 

16.4 

19.3 

112 6 

1.1 

34.2 

Medicinal and 









Pharmaceutical 









products 

236.3 

265.9 

91.U 

87.2 

11.2 

58.3 

2.0 

32.4 

Essential oils and 









perfume materials, . 
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1742.6 

1427.0 

465.3 

439.4 

toilets, polishing and 





15.8 

36.3 

5.3 

20.1 

cleansing operations 

23.1 

25.3 

6.0 

6.3 





Essential oils. 
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342.8 

75.1 

95.0 

perfume and 





1002.7 

943.7 

295.0 

290.9 

flavour material* 

20.9 

22.5 

5.5 

5.6 

62.0 

62.8 

25.7 

18.4 

Perfumery, , 









cosmetics etc. 

2.1 

2.7 

0.5 

0.6 





Fertilisers, 





45.7 

26.4 

19.6 

6.6 

manufactured 

717.9 

480.8 

257.4 

180.7 

142.3 

14 9 

44.6 

3.5 

Explosives and mis- 









celioneous chemical 



‘ 



I 



materials and 



> 






products 

356.3 

374.4 

135.1 

133.2 





Miscellaneous 
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311-6 

>fi<J 7 

85.4 

86.6 

- chemical materials 





63.1 

73.9 

17.C 

13.0 

and products 

285.2 

281.6 

112.6 

«2.0 

248.7 

209.8 

67.8 

73.6 

Manufactured 
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good* classified , 




* 

54.5 

25 0 

12.0 

9.3 

chiefly by material 

«MtI 

4987.4 

1*88.6 

1045.4 





Power generating 
machinery 653.9 

Agricultural 

machinery 51.7 

Metal working . 
machinery 10123 

Mining construction 
and industrial 
machinery 
Electric machinery, 
apparatus and 

appliances 2054.8 

Transport 

equipment 1366.0 

Road motor 

vehicle* 689.0 

Ateraft ... W* 
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1111.0 

22.5 

B66.6 


1454.1 
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697.3 
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af which 

■* 

1.0 

« ■ 


Leather - 
Rubber- manufac¬ 

0.8 

' r * 

0.2 

tures, net 

Robber tuanufar- 
lured articles. 

65.5 

39.3 

18.3 

13.2 | 

1 

net ■ 

Wood and cork 

60.1 

35.4 

16,2 

« * t 

11.7 

Ipithulachire* " , 

Veneers, plywood 
-etc. 

Papor^paperWd 

13.4 

13.0 

-4.7 

2.8 

' 6.7 

7:6 

: 2.7 ' 

1 

i, 2.0 

and ^manufactures 

Papes and 

306.3 

265.1 

97.1 

80.0 

paperboard 

302-4 

257.5 

: 96.1 

77:3 

Textile, yam, fabrics, i 

madc-up artJfllea and 


369.0 

72.6 

132.8 

related products 

261.5 

Textile yam 

and thread 

234.3 

315.4 

64.5 

111.3 

Cotton- fabrics of 

standard type 

1.9 

5.4 

0.5 

1.8 

Textile fabrics of 

standard type- 

2-9 

10.4 

2.0 

2-1 

Special textile 

fabrics 

Made-up articles, 
wholly or chiefly 

19.3 

35.4 

4.0 

17.3 

of textile 

materials n c s 
Non-metallic mineral 

3.1 

2.1 

1.7 

0.2 

manufactures, n e s 
Lime, cement and 

127.9 

153.1 

37.7 

52.5 

fabricated building 

materials 

4.9 

11.0 

2.2 

1.6 

Clay construction 

materials 

26.6 

44.1 

7.0 

17.5 

Mineral 

manufactures 

57.2 

61.6 

13.8 

18.7 

Glass 

24.5 

22.5 

11.2 

9.5 

Glassware 

13.9 

12.9 

3.4 

4,0 

Silver, platinum, 

gems, jewellery 

39.3 

61.6 

14.8 

12.7 

Precious and semi¬ 
precious stones 

and pearls 

31.3 

54.2 

9.9 

9.4 

Base metals 

3297.0 

3664.6 

941.2 

1227.0 

Iron and Steel 

2013.0 

2225.5 

623.2 

819,3 

Copper 

613.3 

469.7 

112.9 

126.6 

Nickel 

22.7 

38.5 

6.4 

12.9 

Aluminium 
Manufacture of 

185.2 

345.0 

30.3 

115.5 

Metals 

Machinery and 

429.9 

390,2 

111,6 

124.0 

transport equip- 

mens 

of whicn 
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9501.6 
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2898.8 

3098.8 
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Miscellaneous 

Mufmnd 

article* 


504.6 

J18.T 

JIM 

1 Sanitary, plumbing. 

; heating and 
lighting fixtures 
Professional 
instruments. 

9.9 

11.2 

2.3 

v 3.7 



optical goads, 

■, * - 

308.5 


88.6 

clocks etc. 

298:2 

92.3 

Printed matter 
Manufactured . 

73.0 

74.0 

26.4 

89 8 

28.9 

articles 

Miscellaneous 
Tranasactkms and 
eosnmodities, 

216.8 

161.1 

90:5 

\ 

•V 

81.4 

n e s 

108.5 

)98.5 

oj which 

Postal packages 
Returned goods 
and special 

46.6 

85.6 

6.1 

23.5 



transactions 

116.8 

111.0 

85.3 

GRAND TOTAL 

27614.4 

27260.4 

8535.1 

9354,8 

Source : Department of Commercial Intelligence and Static 


tics, Govt of India. 


BANKING RETURNS 

(Rt crorts) 

Reserve Bank Sep 8 Aug 30 Aug 8 


Note circulation 
Rupee coin 
Deposits 

(a) Centra] Govt 

(b) Other G 0 vta 
<c) Banks 

(d) Others 
Foreign securities 
Balance abroad 
Rupee securities 
Investments 


22X8.88 
121.60 

94.54 
7.76 
86.28 
159.05 
89.46 
8.67 
1007.21 
205.07 
Loans and advances 
to Govts 53.32 

Other loans and 


2291.07 2246.93 
123.69 118.43 


73.90 

10.22 

89.10 

159.82 

89.46 

5.06 

1892.21 

222.28 


101.44 

2426 

86.40 

204.24 

90.26 

5.09 

1931.32 

274.40 


i. 


2044.06 

122.27 

114.24 

21.64 

89.02 

16225 

88.84 

5.44 

1728.00 

221.02 


45.40 36.82 27.12 


advances 
Scheduled Banks 


150.96 
AUg 30 


14050 
Aug 28 


144.64 
Aug 2 


213.3 

23.4 

295.2 


388.3 

6^8 

291.9 


4557.0 4289.9 1337.1 1381.7 


587.3- 

376.8 

207.2 

35il 


397.8 
519.2 

223.1 

102.9 


1 Aggregate 

deposits (net) .2197.78 

Demand (net) 956.94 

Time (net) 1240.84 

2 Cash . 50180 

3 Balance with 

Reserve Bank 88.01 

1 (2)-M3) as % 

of (1) 6.32 

5 Borrowings from 

Reserve Bank 0.84 

(a) Against usance 
bills and/or pro- 
mlssory notes 

(b) Others 0,84 

6 Advances 1249.22 

(a) State Bank 237.23 

(b) Others 1011.99 

7 Bills discounted 

(a) Inland 159.95 

(b) Foreign 51.80 

(c) Total 211.75 

(i) State Bank 15.75 

(ii) Others 196.00 

8 (6>+(7) as % 

Ot(l) 66.47 

9 Investment in 

Govt Securities 761.04 

JO (1) as % of (1) 84.63 


2198.07 2161.59 
960.10 939.87 

1235.06 1221.72 
53.05 49.62 


95.03 

6.78 

0.38 


81.48 

6.00 

2.06 


— 0.59 

0.38 1.46 

1256.23 1274.23 
240.48 248.54 

1015.75 1025:89 


161.87 

49.93 

211.60 

15.92 

195.68 


162.93 

50.90 

213.83 

16,28 

197.55 


66.84 6SM 

745.84 692.01 

33.96 32.01 


184.24 

Aug 81, 
’62 

2045.76 

810.47 

1235.29 

47.90 

75.26 

8.82 

15.03 


8.06 

7.27 

1208.03 

260.78 

947.26 

140.81 

48.91 

189.72 

14,74 

174.08 

68.32 

695.71 

34.01 


IS73 




• DYES 

• CHEMICALS 


PHARMACEUTICALS 


■ -i 


the Aim products ltd* 

Atul, tit. Bufsar, 





it- 


Wcttarn Railway. 


• •< 1 Van s * . 4 ' 


j 11 ’a * 1 • 1 /’i’ »rjv ty n* tc e 



* , 




* >, vit 
.*•, v *V#" 
>VTvi/*^JA 

1 *■' ',1 ' .'« 


: Printed by A Fernandes at New Jacb Prlntjnf Woiii Privat* Ltd., Gl e ba MHis EMial* Rp«d Bodtbay IS. and pub- 

Mud*? him for Asian New Asa'ftdtfuhMi Private Limited bm CLApotta 3tpa« b L Mfof rSaOTM* Caaenwwat 

’ft. 5&A 


; jv 




\ r :„■ 

■ ;■* .*.«»*: v- 


<v j- 

l.'V^V ■ ’ *tk K „; ■> 

. , .li 





I 

■ ^ ■*-. *>"■ y-sj' 1 ' i»... ... ,-'V** - 'Ll." - t v‘ - ' - y ' , '’' , ^7 k' 1 m 


ft ftoarttal ef Cnmnt Htxmmit imb 

FirrssffTK Y*a* or PusuOATtow 

Sftpsember.li, 1963. Volume XV No 38> , - 



attain 


Price 50 Naye Pause 

MmmmAmjmlm . . i —. . • 


1575 

1576 
1377 


1576 


EDITORIALS 
Rule* of Law ? 

Ayub KhanV Problems 
Smooth Tpke-ofl 

Weekly notes 

Exchange ’ Control^--Random Ifar- 
"vest — Development Banks — 

Chide Prices — China’s 

Trade 

CAPITAL VIEW 

Waiting for Kamaraj 
-—Romssh Thapar 1581 

from the London end 

The. Liberal Platform 1583 

A CALCUTTA DIARY 
Kamaraj versus Kadambini 

—■ Flibbertigibbet 1585 

LETTER FROM MANILA 

How Much Planning?, 1587 

BOOK REVIEW 

Planned Research Is Happy Research 
— Tin'll Harris 1,589 

SPECIAL- ARTIGLES 
Wggc-Profii Relations in Agri¬ 
culture.: A Study in Andhra 

Pradeih 

— C H Hanumantha Rao , 1593 
The National Coal Development 
Corporation : A Review of Its 
Working 

— A B Ghosh 1597 

Panchayati Raj in Mysore 
■L. Manu 1605 

AROUND BOMBAY MARKETS 
Patchy Performance 1609 

BUSINESS -NOTES ^ . 

Standard Motor'—Kesoram Indus¬ 
tries —Synthetic? and Oheraicals 
~ 1 Indian Copper — Midland 
Rubber— Peria Karamalai Tea , 

— Imperial Tobacco *L Orient 
PajSer- —• Jagatjit Colton — 

. General Tyres * , 1611 

CURRENT STATISTICS i«16 


-vr’ 


■ tft*' JEtooWJIlIC VKKMf ‘ 
e ApdUo Stmt, Bombay* 



fnmiiif 

t " 1 v-.’Jl,,- « 


Rule of Law? 




{XJh^MENTING on the Supreme Court’s judgment on the Defiance ... 

' of India Rules, the hope was expressed fit these columns ("EWer- • 
t^ency and the Law”, September 7, 1963) that the implications of the 
judgment would receive the earnest arid immediate consideration- 0$' ' 
Parliament and Government. The Government’s first reactions to the 
judgment, which became available soon after, however, showed v hOW 
misplaced this hope was Hkely to prove. N6w this Thursday's yvto*- . 
hbur debate- in the R&jya Sabha baa fully confirmed this. Reports 
ol the debate in the Lok Sabha are not available at the time of going 
to press, but speaking in the Rajya Sabha both the Law Minister and 
the Minister of State for Home Affairs have, left the Government 1 # 
attitude in no doubt. ’ ■ . . 

The principal argument with wb.ich the two Ministers'sought to 
support their contention that the Supreme Court’s judgment did 
not call for any changes in the Defence of India Rules was that,!© 
quote a newspaper report, “if it was intended that even during an 
Emergency only those laws should be enacted which were in conformity 
With the fundamental rights then there was no meaning in declaring 
a Mate,of Emergency”. This is clearly to avoid the issue. FOr tlW 
charge that the Ministers were called upon to answer was that the 
Defence of India Rule# are repugnant to the Constitution arid, surely, 
the Constitution Is not suspended even in an Emergency? 

The implications-of the Supreme Court’s judgment were examined ' 
in SOme detail in the editorial referred to above. The extent to which 
the legislative competence of the State is enlarged during an Enter- , 
gency is dearly stated in Article 358 of the Constitution, under which 
the Defence of India Rules have been enacted. This Article empowers 
the State to make a law even if such a law infringes the fundamental' 

' rights of the individual guaranteed in Article 19, but hot the. other 
fundamental fights. .The Defence of India Rule#, however, violate 
rights guaranteed by Articles 14, 21 and 22 of the Constitution and, 
therefore, in enacting them the State has clearly transgressed the' 
limits of its legislative competence as specified in the Constitution. 

It » an altogether different matter that by a Presidential order, under 
Article 359, the Government has decreed that the courts cannot be ' 
,moved to enforce any of the fundamental rights and that the courts. , 
are, therefore, powerless to redress the. State’s action under the unfcoo- 
stitutional Defence of India Rules! This makes no difference to the 
fact that rfie Defence of India Rules are repugnant to the Constitu*' 
tkm since it was beyond the competence of the ' State, to enact* 
them. '« ■_ 

If it satisfies the Government, to make this use of it#; power to die: ' 
arm- the'courts; it inky W sighed why it was necessary at all to engol : 
the Defence of lhdia Kules. In an &nea-gency once the 1 cdurts have 
Wen rendered poWertees by a ftW fl hft M ‘ Water' under Artide' : ''35^'.tV 
the Government cgn well proceed to rule the country by executivk fiat ' 
This wpuld.be a' perfectly safe course for it to pursue if it was assured 
of the uncritical support of the legislature as the present Government t«. ; 

’ t,. ' ! ,. r >t f ... .. ■'/. " ftVYAV'v- 
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Is It the purpose of the Defence 
of Indie Rules to keep up the 
appearance that the rule of law 
continue* since the country ie 


governed by laws enacted by Per* 
liaiflent? If this is the pretence, 
then it is a false one, for, to be 


ruled by ' illegal laws ' it ,nd ;; 'lwife 
rule of law than beiag ruled by 
no laws at all. 


Ayub Khan’s Problems 


’J’HE fussilade by Pakistani troops 
across the East Pakistan bor¬ 
der brings to a head a series of de¬ 
liberately provoked incidents. 
Though these incidents vitally af¬ 
fect Pakistan’s relations with this 
country, an explanation for them 
has to be sought really in internal 
developments in Pakistan. An exa¬ 
mination of the principal problems 
facing Pakistan is thus called for. 

First, economic development, one 
of the promises of the 1958 coup, 
has this year been rather poor. Up 
to the June Budget, a 1,1 per cent 
increase in national income had 
been recorded in this, the third 
year of the current plan (as com¬ 
pared to 3.8 per cent and 3.9 per 
cent in the first two years). The 
target of 24 per cent increase dur¬ 
ing the five year plan has thus not 
even been half achieved although 
three years have gone. The unex¬ 
pected increase in the population 
has, in addition, meant that this 
year there was a positive decline of 
one per cent in per capita income. 
The failure in overall output ex¬ 
pansion is attributed to decreased 
agricultural production (the index 
of agricultural production, 131 in 
1961-62, was 126 in 1962-63), but 
in addition, exports have stagnated 
over the three plan vears while im¬ 
ports have made sharp advances. 
Thus, despite the brave hopes of 
decreasing Pakistan dependence on 
foreign aid, it is the highest ever 
this year—48 per cent of receipts 
in the current Budget, and 70 per 
cent of development expenditure 
for the coming year. The slight 
expansion of thg swollen Pakistani 
arpied forces has not helped—like 
its CENTO colleague, Iran, Pakis¬ 
tan is far too well-defended for eco¬ 
nomic health. To this, natural dis¬ 
asters, floods, typhoons and droughts 
have been added. The mild infla¬ 
tion (somewhat sharper in East 
Pakistan) demanded a hard budget 
and later more stringent credit res¬ 
trictions. 

fie-ond. Avub Khan’s attempted 
jjSSjpcal settlement has succeeded 
Ipfier in theory nor practice. The 


Pandora’s Box, opened in June 
1962 with the ending of martial 
law and proclamation of a new 
constitution, has released all the 
evil spirits which allegedly destroyed 
the previous regime. Government 
of the President, by the President, 
for the President (as an Opposition 
leader describes it), marginally 
sanctioned by an electorate of no 
more than 80,000 ‘basic democrats’, 
cannot force itself to be loved. 
Without fundamental rights defen¬ 
sible in the courts, without the 
right to form political parties, 
Pakistani opposition has no option 
but to be extreme, The President’s 
attempts to accommodate himself 
to the mood without relinquishing 
real power only trap him in shar¬ 
per criticism—his Franchise Com¬ 
mission (which recommended re¬ 
turn to universal adult suffrage) 
and constitutional amendment pro¬ 
vided focal points for all opposi¬ 
tion fury. The President in the 
face of such opposition urgently 
needs popular sanction, and given 
that the Government majority has 
been eroded by a recent Supreme 
Court decision disqualifying Minis¬ 
ters from retaining their seats in 
National or Provincial Assemblies, 
that sanction becomes a necessity. 
Either the experiment in limited 
democracy was a failure and mar¬ 
tial law was needed once more 
(a change that would have been an 
invitation to the opposition to 
become guerilla warriors), or the 
President had to fight the ‘politi¬ 
cians’ on their own terms. Given 
that the loyalty of the army has 
not increased since 1958 (the op¬ 
position leader warned the Gov¬ 
ernment darkly that ‘junior offi¬ 
cers’ were plotting a new coup), 
the President’s decision was in¬ 
evitable—he paid his two annas 
and became an 'ordinary member 
of the Government wing of the 
Muslim League, primarily to bol¬ 
ster up its declining fortunes with 
his own prestige. 

Third, the old source of basic 
tension in Pakistan has not been 
eliminated—the imbalance between 


East and West Pakistan continues, 
and It is from East Pakistan and 
the West provinces of Sind, Balu¬ 
chistan and the North-West Fron¬ 
tier that opposition comes. East 
Pakistan with 54 per cent of Pakis¬ 
tan’s population (but 15.1 per cent 
of its land) stands to gain most 
from the restoration of universal 
suffrage and direct elections. With 
930 people per square mile (against 
West Pakistan’s 140), earning 60- 
70 per Cent of the country’s foreign 
exchange earnings but purchasing a 
minority share of its imports, re¬ 
ceiving only one third of total 
expenditure allocations over the 
period since 1947, only nineteen 
per cent of US foreign aid and 
eighteen per cent of Colombo Plan 
aid, East Pakistan has consistently 
lagged behind West. A Planning 
Commission economist estimates 
that per capita income in the 
East was some sixty per cent be¬ 
low the West. 

This then is the back-cloth to the 
unrest that has shaken the country 
this year — industrial and student 
protest, a vituperative opposition 
and a violent press. Attempts by 
the opposition to unite in a Na¬ 
tional Democratic Front (success¬ 
fully achieved in East Pakistan 
where it campaigned for a new 
constitution and the restoration of 
democracy) have been hindered by 
the arrest of major opposition lead¬ 
ers*,on sedition charges. To prevent 
the violent opposition criticism of 
the regime reaching the people, the 
Government has sought to restrict 
the press. The attempt, for the 
moment, was unsuccessful, but the 
ordinance has been postponed, not 
cancelled, pending the good be¬ 
haviour of the press. 

In foreign policy, achievement 
has not been as substantial as to 
outweigh domestic troubles. Pakis¬ 
tan’s natural inclination to non- 
alignment has at long last been 
allowed to express itself through 
the loosening of the Cold War 
blocs. China » not, however, and 
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cyan at be en economic substitute/ 
for America—while neutralist fod»\ 
ingin Pakistan might be strong, pro-' 
China attitudes are not common. 
The President was not unaware of 
the dangers—his common border 
with China has remained oauthe 
alert, and the Pakistani forces there 
have been kept fully up to strength 
ever Since the outbreak of the Sino- 
Indian dispute five years ago. In 
addition, through the good agen¬ 
cies of the Iranian Shah, the Presi¬ 
dent has prudently settled his 
Western border with Afghanistan. 
Otherwise, hopes on the Kashmir 
talks were disappointed, and the 
Shah of Iran offered no joy at 
the President’s suggestion of a non- 
Arab muslim merger of Iran, 
Afghanistan and Pakistan. 

It is in this context that recent 
events on the East Pakistan-Assam 
border should be seen. Differing 
estimates suggest a very large num¬ 
ber of people have crossed the bor¬ 
der into India since 1950. So 
large a number cannot melodrama¬ 
tically be described as ‘infiltrators’, 
but rather as refugees, some evidence 
of the misery that exists in East 
Pakistan. For India to send these 
people back on some merely legal 
point is to play the same inhuman 
game with innocent lives that Pakis¬ 
tan plays when the unwanted emi¬ 
gres arrive back in East Pakistan. 
The light-machine gun barrage 
(40,000 rounds since last Sunday), 
the violation of Indian air space 
by two Pakistani jet fighters, the 
fortification of this border and 
concentration of troops there, are 
more serious matters. Given all 
that has gone hefore, Ayub Khan 
needs a focal point to hold his dis¬ 
integrating empire together, and 
particularly a means to strengthen 
East Pakistan loyalties. In addi¬ 
tion, if Pakistan could prove that 
American arms were used by In¬ 
dians to repulse attacks in Assam, 
Ayub Khan’s case in Washington 
might seem stronger. 

In such a situation, there are 
no simple solutions for India. 
Holding the border and preventing 
incidents is a long, wearisome and 
thankless task. The only ultimate 
solution would be the emergence in 
Pakistan of a serious and dedicated 
opposition that could simultane¬ 
ously supersede the existing re¬ 
gime (whose span of fruitful acti- 


wWMIrtSfe reactionary d^foe&ts in 
tb@, country’s poiuici^me and 

f ^ Smooth 

'I’O describe international air 
transport as a “fiercely com¬ 
petitive industry” is true only in 
a sense. Competition usually im¬ 
plies the possibility of price cutt¬ 
ing which is totally absent in this 
industry. In this sense interna¬ 
tional air transport is really a 
cosy cartel with all airlines operat¬ 
ing at fixed rates unanimously 
agreed upon among themselves un¬ 
der the aegis of the International 
Air Transport Association. What 
makes the industry competitive is 
that supply, particularly since the 
airlines changed over to jet air¬ 
craft, is far in excess of demand. 

Air-India’s performance in this 
non-price competition has been 
gratifying.- Occasionally an off¬ 
beat gimmick of its may cause some 
eye-brow-raising in Parliament, but 
its latest Annual Report released 
this week is proof that by and large 
it has drawn the right kind of 
attention from the air-traveller the 
world over. Last year, which for 
international airlines generally was 
a vast improvement over the year 
before, Air-lndia was once again 
among the leaders in the field from 
the point of view of operating per¬ 
formance. It made what is for it 
a record operating profit of Rs 3.45 
crores which has enabled it, for the 
first time, to pay a dividend of 5 
per cent on its wholly Government- 
subscribed capital. This does not 
make Air-lndia unique among our 
public sector commercial under¬ 
takings, but it certainly classes it 
among the exceptions to the rule. 

The Corporation now operates a 
fleet of six Boeings and proposes to 
add to this at the rate of one new 
Boeing every year. Over the next 
seven years this expansion program¬ 
me is estimated to cost Rs 25 crores 
•which the Corporation is confident 
of being able to provide from its 
internal resources—-hence the claim 
to have reached the “take-off stage”. 
Even considering the impressive 
financial results of last year, 
this is a considerable claim to 
make when it is remembered that 
from 1966 the Corporation will 
have to start paying interest at 4.5 



could settle >3own to the lopf «ad 
urgent task of developing faktotao 
democratically. 


Take-Off 

per cent on the non-equity half of 
the Government's capital investment 
of Rs 26.82 crores. 

The advent of the jets has made 
its impact principally on the air¬ 
lines’ average loads and their 
operation costs, both of which have 
gone down sharply. Air-India’s 
average load factor has declined 
from 58.2 per cent in 1959-60, the 
last pre-jet year, to 45,3 per cent 
in 1962-63 or by some 22 per cent 
Against this, operating cost per 
available tonne kilometre, which 
is the unit of production, has de¬ 
clined by 37 per cent from Rs 1.33 
to Re 0.84. Air-India’s average 
load is no higher than that of 
many other airlines but what en¬ 
ables it to keep its head above water, 
and comfortably so, is its low cost 
structure. With this level of costs, 
it would break even at present fares 
with a load factor of just 40 per 
cent. No other airline in the world, 
it is estimated, has such a low 
break even load factor. 

Air-India’s costs may be among 
the lowest in the industry, but 
the change-over to jets has meant 
substantial economies for every air¬ 
line in the world. None of this 
saving in costs, however, has been 
passed on to the air-traveller. On 
the contrary, the North Atlantic fare 
has been raised twice since 1959, 
the second raise becoming effective 
from last April. If the airlines 
emerge from their current conclave 
in Salzburg to announce a fare re¬ 
duction, as they are expected to, 
the thanks must go not to the IATA 
but to the US Civil Aeronautics 
Board which took violent objection 
to the last increase in the North 
Atlantic fare. The IATA may never 
be the same again after the bu 1 ly¬ 
ing it has taken from the CAB, 
but price competition in interna¬ 
tional air transport will never ma¬ 
terialise, for if it did, some air¬ 
lines will have to go to the wall, 
and this their Governments will not 
countenance as airlines, whether na¬ 
tionalised or private, are also sym¬ 
bols of national prestige. 
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Exchange Control 

,v YHE Finance Minister cannot, 
surely, think that it is enough 
to admit that the Government’s ex- 
' change -control regulations are vexa- 
, ficus and unimaginative? What 
does he intend to do to make them 
less , vexatious ,and less unimagina- 
, tive? This he did not indicate. 
Probably he 'and his Ministry arc 
considering the question- and re- 
forms will follow, in course of time, 
t There are, however, three specific 
irritants, decisions to remove which 
can and should he taken without 
delay. 

The first concerns students wish¬ 
ing to go abroad for advanced 
training and study. .Advanced train¬ 
ing and study in almost any subject 
benefits the students and the roun- 
tty and the practice of allowing 
students to go abroad for study in 
certain, subjects but not in a large 
number of others, therefore, needs 
careful reconsideration. The argu¬ 
ment is strengthened when one takes 
into account the fact that the foreign 
exchange spent on students is hard¬ 
ly a crore of rupees at present and 
with relaxation of restrictions it is 
unlikely to exceed this figure by 
more than half a crore at the most. 
There is undoubtedly a strong case 
for permitting all students with 
certain- minimum qualifications to 

go abroad for study or research in 
- the subject of their choice. 

, ,, Another vital activity which is 
hamstrung by the present foreign 
exchange regulations is export pro- 
* motion. The regulations are. hardly 
•designed .to entourage a dynamic 
entrepreneur to explore markets, 
for, before he can get a permit to 
go abroad, he has to be an esta¬ 
blished exporter, he must have, en- 
. tered into correspondence with 
parties abroad, and must ‘prove’ bis 
ability to export. This procedure 
decidedly ‘favours entrenched inte- ■ 
rests; those who have already made 
some exports go abroad for pleasure' 
trips on the. prete.xt of export pro- 
motion, while a : new but genuine 
entrepreneur is often denied a vital 
trip. ' A lfiore discriminating set of 
Regulations .which will not penalise 
ah intending exporter just 1 because 
he is mew in the field is clearly re¬ 


Fjnally, the precise rules and re¬ 
gulations governing exchange cont¬ 
rol should be made known to the 
public. It has been pointed. out in 
thege .columns (“The bank and the 
lAople”, October 13, 1962) that 
“when it comes to letting people 
know what they should know and 
thus eliminating wastage of time, 
avoiding unnecessary fraying-of ner¬ 
ves anti misdirection of efforts both 
on the part of the public and its 
own staff, the Reserve Bank is 
tight-lipped”. Further, the. authori¬ 
ties cannot, he .unaware .that 
public ignorance on the subject 
actually creates scope for corrupt 
practices and that .under the present 
system it is the influential and the 
rich who manage to go abroad with¬ 
out too much trouhle? In fact, from 
the way in which the regional exch; 
ange control, offices function, it 
would almost appear as if there 
were. . no rules or regulations in 
force except the whim -or caprice., 
and possibly inertia, of the persons 
in charge! This chaotic situation 
will continue until . applicant# for 
foreign exchange permits know the 
exact rules which govern the autho¬ 
rities’ judgment on their, requests. 

Random Harvest 

CENTRAL BANK is an unique 

institution in that though it is 
unmoved by the profit motive, some 
of its operations are inherently luc¬ 
rative. Orthodox tenets of central 
banking preclude “ordinary bank¬ 
ing business”, but even the performs 
3 nce of traditional functions, such 
as those of the lender of the last 
resort and banker to banks and the 
government, yields an income. There 
is, for instance, the interest on ad¬ 
vances to banks and on securities 
and the discount on treasury and 
internal bills. Transactions in 
foreign exchange are not fruitless 
and then there is the commission 
for management of the public debt. 
What ail these total to is usually 
highei; than what a compact organf- 
ssfon. like a central bank with its 
well-defined functions has. to spend 
on itself. 

Generally, therefore, central bank- 
ing operations yield a surplus, and 
in most countries there are statu¬ 
tory provisions telafing to its dis¬ 


posal- ^here fire shares of the cent¬ 
ral hank are privately held, there, 
are Jirecripps regarding appropria¬ 
tion# fior dividend; sometimes tra»8; 
fers to reserve and other funds are 
sperified; and usually there i* ,4 
clause about the payment of the. 
balance of the fimj)His to the gov¬ 
ernment. This 4 important where' 
the institution ig privately owned 
and there is danger of the lure of 
profits reading to unsound practices. 

The Reserve Bartk of India, of 
course, was nationalised 14 years 
ago. Before that k paid its share¬ 
holders a dividend, first at per 
cent and later at 4 per cent. But 
now Section 47 of tRe Reserve Bank 
of India Act directs that “after 
making provision for bad and doubt¬ 
ful debts, depreciation in assets, 
contribution to staff and superan¬ 
nuation funds and for all-other mat¬ 
ters for which provision is to be 
made by or under this Act , or which 
are usually provided for by bank¬ 
ers, the balance of the profits shall 
be paid to the Central Government”. 

The profits of the Reserve Bank 
of India have been rising continu¬ 
ously and substantially. The sur¬ 
pluses that the Bank nas annually 
transferred to the Government of 
India since Rationalisation ■ total 
over Rs 370 crores. The latest Annu¬ 
al Report of the Bank shows that 
for the year ended June 1963 the 
amount transferred was Rs 44.5 
crores, the highest recorded so far. 
This is a striking figure, especially 
when considered alongside certain 
others; it is almost double the con 
tribution of the railways to the Iasi 
Budget; and the 46 companies in 
the public sector made ,a total loss 
of about Rs 10 crores last year. 
Such comparisons are, of course, 
all wrong; the operations of the 
central bank are in a wholly differ¬ 
ent category from those of a pub¬ 
lic, utility like the railways or a 
commercial undertaking like, say. 
Hindustan Machine Tools. Nonethe¬ 
less, this serves to underline the 
irony in a situation where a purely 
■regulatory function, is far more re¬ 
warding financially than outright 
commercial adrivity, l ,.' 

The rismg profita pf the Reserve 
Bank are the result of .two' factors. 
The more important, of, fheto >» that 
grbfes income has, gone Up, along 



with the rising tempo of financial 
activity. At the same time,, the 
Bank's expenditure has not kept pace 
with this. The proportion oi ex¬ 
penditure to total income is, there? 
fore, lower now than at the time 
of nationalisation. “ Establishment”, 
which is the mog important item 
of expenditure, accounted for about 
54 per cent of total expenditure in 
1953-54; but by 1961-62 this pro¬ 
portion had come down to 45 per 
cent. Last year, however, there was 
the Tribunal Award raising the sala¬ 
ries of employees, and the expendi¬ 
ture on “Establishment” increased 
by more than Rs 1 crore as a con¬ 
sequence. Considering the volume of 
paper work involved in central 
banking operations, the increase in 
expediture on “Stationery, etc” from 
Rs 4 lakhs in I94S-49 to Rs 11 
lakhs in 1962-1963 seems quite 
moderate. Certain other items such 
as “Agency Charges” have risen 
sharply. On the other hand, ex¬ 
penditure under the head “Direc¬ 
tors and Local Board Members’ 
Fees and Expenses” has declined, 
especially in the last two years. 

So much for expenditure. What 
about the Bank’s income? Have 
there been any significant changes 
in it in recent years? The Bank’s 
Annual Reports are of no help here. 
They have always shown “Income” 
under a single head, sweepingly 
titled “Interest, Discount, Exchange, 
Commission, etc”. A break-down, 
such as is adopted by the Bank of 
Japan for instance, might satisfy 
the curious but the Reserve Bank 
is unlikely to alter its time-hallow¬ 
ed pattern of reporting for that 
reason. 

Development Ranks 

An Industrialist writes : 

§HR1 T T Krishnamachari’s state¬ 
ment that the Industrial Finance 
Corporation would soon be “con¬ 
verted” into a development bank 
has caused some surprise since not 
only the IFC, but also the ICICI 
and the SFCs are by their statutes 
expected to perform the functions 
of development banks, What then 
does the Finance Minister have in 
mind? Does he want just to rename 
the IFC or does he propose some 
far-reaching modifications in its 
operation ? It is to be hoped that 
it » the latter course of action that 
T T K intends to pursue. 

The criticisms which can be level¬ 


led against the fuacriaaing of the 
IFC are, to a greater at lesser ex-! 
tent, true also of the other financial 
institutions. Ail. these institutions 
have hitherto contented themselves 
with a passive rde in the develop¬ 
ment process. They examine, with 
a view to assisting, projects which 
ask for their assistance, but . they do 
not actively Initiate new projects, 
inviting entrepreneurs to take them 
up. An important function of a 
development bank is to initiate new 
projects and seek out the business 
talent that will undertake them. 
Ibis task is not performed by the 
existing institutions. In fact, the 
raison d'etre of these institutions is 
to formulate projects for the pri¬ 
vate sector in accordance with Plan 
priorities and assist entrepreneurs 
who take up these projects. If the 
development banks considered this 
as the true scope of their functions, 
the planning and implementation of 
private sector projects would be 
much more' rational and purposive 
and, further, the latent entreprene¬ 
urial talent in the country would be 
stimulated into action. 

The second criticism of the work¬ 
ing of these institutions follows 
from the first ; their approach to 
projects that come up for assistance 
is marked by excessive financial cir¬ 
cumspection. For vigorous develop¬ 
ment, calculated risks hav e neces¬ 
sarily to be taken. An accountant’s 
approach will foster neither new 
entrepreneurial talent nor new in¬ 
dustries. It is a pity then that ‘ac¬ 
countants’ should hold sway in these 
vital institutions. 

There is also the organisational 
problem. At present there is little 
coordination among the activities of 
the ICICI, the IFC and the SFCs. 
If the IFC is to be made a central 
development bank, the SFCs could 
function as its branches. This ratio¬ 
nalised structure should be made 
principally responsible for indus¬ 
trial planning in the private sec¬ 
tor and for extending long-term 
credit. Then, between the ICICI 
and the IFC, there could be some 
rational division of work, both 
working in close touch with the 
Reserve Bank and the commercial 
banks. 

In such a system there Would be 
need for an expert group to formu¬ 
late schemes, examine projects for 
which assistance is sought and weed 


out thoee that are inconsistent with 
the Plan. The National Industrial 
Development Corporation, conceived 
by T T K himself as die promoter- 
par excellence of industrial growth, 
could perform this function and 
sponsor industrial projects and un¬ 
earth entrepreneurial talent to exe¬ 
cute them with its active assistance. 

While there may be differences on 
details, the point to be emphasised 
is that what is necessary is not to 
concentrate on any one of the 
existing institutions, but to build 
up an integrated system which 
would promote as well as regulate 
industrial development in the pri¬ 
vate sector. 

Crude Of/ Prices 

JN its report the Government of 
Indias’ Oil Price Enquiry Com¬ 
mittee had argued that since the 
petroleum companies get crude oil 
at a discount from their principals 
abroad, this advantage should he 
passed on to the Indian economy. 
What stood in the way of this, it 
was pointed out, were the Refinery 
Agreements under the terms of 
which “the prices of the refinery 
products are determined on the basis 
of import parity, which does not 
take into account, at present, the 
discounts available from time to 
time, on posted prices of crude oil, 
and the benefit of the discounts » 
absorbed by the refineries/ consig¬ 
nors, without corresponding gain to 
the consumers”. 

Facts relating to the real prices 
of crude oil were little known till 
now and had to be mostly inferred 
from indirect evidence. The release 
last month of an internal memoran¬ 
dum on oil pricing by Royal Dutch- 
Shell conclusively establishes the 
existence of varying discounts op 
crude oil which the major oil com¬ 
panies had maintained were avail¬ 
able only on a very small part of 
the crude stfcld in the ‘free’ market. 
The memorandum also gives reason* 
for the existence. of these discounts. 
American oil companies outside the 
United States have had the problem 
of disposing of their crude oil since 
U S commercial policy did not per¬ 
mit them to send it home. Further, 
Russian crude supplies have been 
an increasingly important factor on 
the international market since 1957. 
Finally, tanker freights have also 
been going down since 1957. 
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h. Because of the stiffer competition 
- £ 4 . the dl market and the, fewer 

• brisker freights, the international oil 
duopoly have had to reduce their 
price# of crude, oil and this they 
jutve done by the technique of die* 
counts on potted prices. The affili- 

,ated refitting companies in the 
, ’ various countries get the benefit of 
these discounts, depending upon the 
refining margfe which they want to 
show in their books. Of course, 
?, transactions between the affiliated 
refining companies and the crude 
1 oil oligopoly are governed by their 
.» fetaJ interest and need not show 
the actual position. 

• Among the oil consumers, Japan 
seems to 'have got the highest dis¬ 
counts on her crude oil purchases; 
others have 'also derived this benefit, 
depending upon their bargaining 
position which has been strengthen¬ 
ed by " the activities of the Soviet 
Union and the ENI, Italy, in the 
world oil market. Some idea of the 
sire of these discounts can be had 
from the disparity between the 

v- Arabian Gulf posted prices of crude 
oil and oil products. This disparity 
his# been growing since 1957 and 
it i# now substantial. 

It is interesting how tho conflict 
between the interests of the oil pro¬ 
ducing countries in tlie Middle 
East and the oil companies has 
brought to light this fact of dis- 
counts earlier than the oil com¬ 
panies would have otherwise desir¬ 
ed. It is known that the Organisa¬ 
tion of Petroleum Exporting Coun¬ 
tries h^s been pressing the oil com¬ 
panies for higher prices as their 
royalty ’ receipts depend on these 

E si The oil companies have thus 
compelled to reveal that they 
. have been unable to sell crude Oil 
over* at the present posted prices. 
Shell’s memorandum on pricing is 
intended tq back up this argument, 
ft is significant that its publication 
. coincided ’ with the visit of the 
Secjtetary-Genera 1 of the - Organisa¬ 
tion of Petroleum, Exporting Coun- 
. tries to London to negotiate with 
the oil companies on behalf of the 
! Iranian Government. The implica¬ 
tion of the memorandum is that the 
'rjttEttkfo of royalfyr.ignd other pay- 
-’flMBhtc to the oil prefacing countries 
has 'ntrw to be settfe$ some basis 
Vtfier ’than the posted price. 

** '‘it ’ia . important, to find out the 
•real dfroounts that, $e private oil 

,-.r\ I-:., ■' 


•coinpanfe* in India Jbava been get* 

, tisg on crude oil. from, jhejr main- 
companies, This question needs 
now to be more throughly investi¬ 
gated than the Oil Priee Enquiry 
Committee* Was able to do, so that 
the benefit of the discounts avail¬ 
able on crude oil. prices can he 
passed on ‘to the Indian economy. 
If India could get the discounts 
that Japan, for instance, gets the 
saving of foreign exchange would 
be very substantial indeed. 

China’s Trad • 

'J’HE- openly hostile phase of the 
Sino-Soviet dispute has • only 
ended a long period in which eco¬ 
nomic contacts between China and 
fbe Soviet bloc have been declining. 
Perforce China has hpd to rely on 
her own domestic ingenuity, anef 
what imports her reserves and wes¬ 
tern embargoes will permit. “The 
achievement has not been insignifi¬ 
cant, and promises to expand even 
further. It will be even more sub¬ 
stantial if businessmen in the West 
succeed in persuading their Govern¬ 
ments that business is, after all, 
business. 

The latest figures for trade bet¬ 
ween China and Japan in the first- 
quarter of this year suggest that 
1963 will see a return to the 1958 
level after the severe curtailment 
of 1959. This, of course, will not 
bring it back to pre-war standards 
when China provided Japan with 73 
per cent’ of her soyabeans and 68 
per cent of her coal. Japanese trade 
with China is now only about 0.8 
per cent of her total trade, as com¬ 
pared to 20 per cent before the war. 
Today, by contrast, 20 per cent of 
her trade js with Scfuth-East Asia, 
and 30 per cent with the United 
States. 

Despite the vicissitudes of the 
Cold War and the embargo list, tlie 
pressures of America and Taiwan, 
Japanese business has retained a 
belief ip the long-term importance 
of China as Japan’s natural (and 
now .fast-expanding) market. Re¬ 
cent Steps to strengthen the Ameri¬ 
can , dollar have emphasised the 
dangers of Japan's present depen¬ 
dence and the attractions of China 
.trade have . been - correspondingly 
enhanced. 

Last autumn, a memorandum on 

long-tern batter trade ww agreed 


in PekfaipMd a* rite fiwt ,q«atl|M'«. 
figures,' S8 per cent' of Midi' (dt»; 
agreed ui this' memorandum wdilfee 
taken up. -This achievement ehmfid • 
be about ! 100 teilfion, So; yviuch can 
also be added another #50*millkrtipf 
other trade or .the private basis ex¬ 
isting before . the, memorandum, * in 
August of this year, after much 
soul-searching, Tokyo' Ratified & J20 
million contract with payments de¬ 
ferred over five years,' for the sale 
of a vpiyfen plant to EJjina, . This 
was the first" agreement of this kind 
and it constituted a significant hew 
precedent. The US - Government 
made its general disapproval known 
publicly, but took no positive steps 
to press Japan to refuse ratification 
of the contract. ’ • 

In addition, Japanese firms fire 
expanding their .activities _ fast' in 
China. Two major trade fairs ex¬ 
hibiting tl>e* products of some 900 
Japanese firms'will be held thiR au¬ 
tumn in Shanghai. and _ Peking. 
Earlier this month a Japanese Tradr 
Mission-visited Peking to negotiate 
the second year of fhe barter memo¬ 
randum. . 

Meanwhile, other countries have 
been probing the possibilities of trad’’ 
with China. Canada, for example, 
has raised the quantify it is willing 
to purchase th'is year from China 
from $ 4.5 million to $ 7 mil¬ 
lion. Britain has "just expanded 
its sales of sheet' steel, tinplate 
and machine tools to China, and 
orders for the current year are 
estimated at $ 2 million. After the 
successful I Cl plastics exhibition in 
Peking this summer, British bus 
nessmen are unofficially following up 
this month with a visit tp China. 
The steel 'orders already placed by 
China with Britain are die largest 
of their kind to date, and suggest 
that an,even larger market exists in 
'China. ' * 

AH this "is, by wdrld standards, 
rather small game. But, small as 
it might be, it is a straw , in the 
wind. Increasingly,,, 'businessmen 
■operating in the West" are going t» 
find ,the restrictions «f the Cold War 
onerous and then; pressure, if 
nothing else, will helji -tpgraduall' 
restore China to the world;df, ordi - 
nary commercial actiritk#,' 
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ANONITMOUS pen-pushers! durfia- 
• rit and Batterers; fixers and 
five-percenters, are waiting . expect¬ 
ancy lot: the ministerial Changes 
Which ml.) affect their - fortune* 
one way, or the other. The Prime 
Minister, who holds the key to the 
change*, must be wondering why his 
last years should he so clogged with 
(he mess pf politics; he would much 
rather be over, the hills and far 
away, in, some distant valley 'where 
no jobs have to be given ,> where 
there is no need lor ’Batterers and 
fixers. Yes, the general atmosphere, 
in Delhi Is none too conducive to 
the idealist whose earth-bpund spi¬ 
rit dreams of seating. ■' ‘ 

PresidentV Knle, only Why 5* 

Nehru,'the local wags say, would 
have a Katnaraj Plan lor Supreme ■ 
Court judges, particularly after the 
Kairon. business. The people are not 
concerned about the none too sa¬ 
voury reports and allegations about 
the bureaucrat who has been restor¬ 
ed to his original position in the 
administration of the Punjab, but 
they, are incensed by the tactics of 
a Chief , Minister who appears to role 
his Stale as if it were his private 
preserve. Now,, the situation "is 

somewhat out Of hand and it is ru¬ 
moured that there is a ‘Kairpn Plan’ 
under which the present Home 
Minister of the Punjab, Mohan Lai, 
will'take over the chief mihistership 
after a month — that ip, after Kai¬ 
ron has ‘settled the.-affairs’ of. his 
sons ! 

Of course* if any one is respon¬ 
sible for this chaotic state of affairs 
in the Punjab,' it is the Prime 
Minister himself. Over the years, he 
has placed too much faith in Kairon 
and created the legend that he atone 
is capable of ruling this turbulent 
border- region. Even if this ap¬ 
proach was warranted* by the situa- ■ 
lion, the Prime Minister could have 
disciplined t his- sa,trap long ago. To-, 
day, he is top powerful to be disci- 
[dined'. He can only be broken. 
And, .inevitably, the situation deve¬ 
lops increasingly dangerous ovej- 
lonef until an acceptable successor 
>s found and given enough time to 


for 

’./ .IGapetH , Thapar /,’*' y 

entrench. |d»sifelf.-r possibly,. witb 
the same kind of methods ! J ~ 1 

There, are the ‘efficiency-experts’ 
who Maintain that the rot has gone 
too * deep bf certain States', th<|f a , 
change of chief ministers will yield 
no improvement $>ut only a parallel • 
form of corrupting patronage back-’ 
ed by, an ‘always willin’ police' 
force, that the only way. ou£ (a,-to 
order President’s Rule in these Sfca-'.' 
tea, arid (lush through a vigorous . 
clean up.. These views sound logi¬ 
cal in a Punjab setting, where Hindu 
and Sikh have still to understand 
each other and where powerful * 
interests are dedicated to carving 
out a new. State of Tiariyana, but 
what relevance has thjg theorising 
in th<; context of Kashmir? 

’ Biluhi'i Successor 

The Prime Minister ‘has spent 
several days studying the startling 
implications of his" decision to ac¬ 
cept the resignation of Bakahi Ghu- 
lam Mohammad. No. longer are the 
demonstrations in support of Bakshi 
dismissed as of < no connequence. The 
ruling party, the Kashmir National 
Conference, has made h clear to, 
Delhi that it will not have a leader 
‘imposed’ upon it from outside *- . 
ho obvious rejedioq- of the enligh¬ 
tened G M Sadiq-Mir Qasira group. 

A deeper, probe indicates that the 
Bakshi administration has establish¬ 
ed. a ramified sysfentof graft, nepo¬ 
tism and patronage -which is now, 
sought to be preserved through the 
nomination of Bakshi Rashid, the’ 
Secretary-General of the Nation*! 
Conference who is. at present a 
member of parliament. 

As Is always' the case with systems 
propped up by built-in livers of 
corruption, Baxshi now' find?, it ex- , 
tremely difficult to ease the way for 
Sadiq’s promotion. Y«jt, this is;, pre¬ 
cisely .what will have to-be'done If 
thr Kjpihmjri people ifre' Vo benefit 
from tin?'clean-up/ whjehithe Kama- 
raj Plan intends to carry through.’ 
At the moment the assumption is 
general that *s soon as Sadiq in¬ 
herits dm powers of Bakshi he will 
he able to consolidate bis position 
in, the National Conference, particu- 
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Urly with the aid of the younger 
arid more dynamic MiY Qasim, But 
it would be wise to' calitipn' against 
over confidence, for the Web of the. 
corruption which corrodes, the life 
of Kashmir is.widespread arid hgs 
been woven at many levels, ' ■ 
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AluVnatjve* m, Kashmir ' 1 

us interesting . alternatives 


present thamsalves; including the ‘ 
continuance in'office for some htoq. 
ths of Bdkshi Gfiulam Mohammad 
with the specific object of assisting • 
the installation of 1 a government ap¬ 
proved hy tfie Centre. If this draa- 
tic step is found necessary! then ft ' 
is likely that other parallel moves v, 
will follow — the merger of the . ' 
National Conference with* the Con- ' * 
greas Party and -full freedom fot 
opposition putties to function inthe, " 
State. These moves have been dis- •' 
cussed at the, highest levels; H i# , 
.generally believed that they will 
consolidate farther the integration 
of Kashmir with India and will 
make possihlj? the setting up of a 
govornme.nl more responsive to the" , 
criticism, <rf the people. That Bakshi 
Ghulam Mohammad may have -to be , 
asked to preside over, this; transition , 
is ironic, .to say the leastf - 

, What of the other ‘border States’ ? 
They, too, present a dismal political - 
front.. In Uttar Pradesh, a series 
of faction fights are promised. Jn - 
Bengal, the outward qalm is known 
to be nothing more than a convent-, f- 
ent posture for a weak and demo-, 
raised administration. And Assam ip ; 
still recovering from the traumatie 
shock of last Oclober-November. 
Obviously, the ruling party in these 
States is the least ’ concerned about 
the- Chinese presence in.the north. 
May ,be this, fact Will stir the Con¬ 
gress High - Command to suspend 
some .of the leading factionalism 
irrespective of whether <jthey will . 
create trouble from v outside the 
party. This fear of'' disgruntled 
leaders embarrassing the party is at / 
last dissolving — and will make,for 
health. * 

While these troubles have been' 
brewing,; die Prime Minister has 
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now definitely taken the decision 
that Aaoka Mehta will be 1 Vice- 
Chairman of the Pluming Commis¬ 
sion — in other words, the effective 
Chief. It ijB not yet clear whether 
the Planning Commission is to be 
given powers to ensure the imple¬ 
mentation of its decisions through 
cells attached to various ministries 
or whether it is to be cut down to 
a brains* trust concerned only with 
the mechanics of planning. Several 
vital issues are involved in these 
decisions. T T Krishnamachari,, de¬ 
termined to build the dominance of 
the Finance Ministry, would reduce 
the Planning Commission to a re¬ 
search institute. Asoka Mehta will, 
therefore, soon have to decide what 

From the London End 


role he - wishes .to play -within the 
ministerial establishment 

As was to be expected, T T K is 
moving to ^concentrate considerable 
power in his hands! Co-ordination 
has been digested and attention is 
now focused on Planning. The Fi¬ 
nance Minister believes that this is 
the only way to get things moving, 
particularly in the sluggish indus¬ 
trial field. Indeed, TTK’g name is 
being linked with the theory that 
India’s economic future lies in 
opening up certain major industrial 
sectors of the country to private for¬ 
eign capital and that this cannot be 
done unless doctrinaire roadblocks 
to investment from abroad are re- 


.moved. We may yet see the discre¬ 
dited, tattered concepts of the pest 
presented again as original idem. 

All this speculation, however, is 
meaningless — at least, until such 
time as we know what die reorgani¬ 
sed government of Jawaharlal Nehru 
is going to look like and how it is 
going to act. The ‘great march* 
staged by the Communist Party fo 
present its ‘petition’ to Parliament— 
the biggest demonstration witnessed 
in the capital for many years t- 
and the growing favour of other op¬ 
positional activity is a timely re¬ 
minder that the Congress Party can 
*tto longer rely on its ‘brutal majo¬ 
rities* in the legislatures. 
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The Liberal Platform 




THE annual conference of the 
Liberal party at Brighton last 
week, gave the Liberals their big 
chance to put their policy before a 
nation profoundly ignorant of what 
the Liberals really stand for. The 
main threads which were sought to 
be woven into a Liberal policy at 
the Conference included planning by 
consent, industrial partnership, tariff 
reduction, urban renewal, regional 
government, entry into Europe and 
a class-less Britain. 

The trouble with the Liberal 
party is that, apart from such plati¬ 
tudes, it really has no clear-cut 
policy and freedom from the pro¬ 
spect of holding power enables it 
to indulge in experimental thinking 
which often turns out to be contra¬ 
dictory. Their election manifesto, 
“Partners in a New Britain”, con¬ 
sists of a string of wide-ranging 
policies. 

What a Liberal Government Will Do 

What, in the main, are the Liberal 
policies which emerged from the 
Brighton conference ? 

Parliamentary reform : Much of 
the lime at Brighton was spent on 
arguing about how Britain should 
be run and the debate on Parlia¬ 
mentary teforln—the Liberals have 
made it very much their own sub¬ 
ject — which was the first major 
debate, showed how superficial Li¬ 
beral flunking on this subject has 
really been. What the Liberals very' 


justifiably are seeking is a Parlia¬ 
ment better informed and more ex¬ 
pert at its job and a more inventive 
and creative civil service. 

Their proposals, however, do not 
go very far. The main proposal was 
the abolition of the House of Lords 
and a non-hereditary second cham¬ 
ber with two-thirds of its members 
elected on a regional basis. Parlia¬ 
ment itself was to be reformed with 
specialised committees, to ensure 
greater control over the executive. 
Great emphasis was placed on giv¬ 
ing more power to elected local au¬ 
thorities and a reform of the elec¬ 
toral system so that it more accurate¬ 
ly reflects public opinion. The 
proposal to reduce the qualifying 
electoral age to eighteen, was nar¬ 
rowly defeated. Commenting on the 
proposal for specialised committees, 
the Economist says, “How sach 
committees would have made any 
difference to the two examples of 
executive irresponsibilities which 
Mr Thorpe gave in the debate, the 
Suez crisis and the decision to ap¬ 
ply for membership of the Common 
Market, He failed to explain.” 

Economic Expansion : Here, the 
Liberals propose to vet up a Minis¬ 
try of Expansion which will take 
over the funtions of the National 
Economic Development Council as 
well as those of the economic sec¬ 
tion of the Treasury and the Board 
of Trade. Hie Ministry of Expan¬ 


sion would become the driving force 
of economic policy and wonld be 
charged with the task of “preparing 
a five-year master plan .... laying 
down investment and production 
targets for major industries and co¬ 
ordinating their execution with in¬ 
dustry.” Despite the intense debate 
that has been going on recently ab¬ 
out a National Incomes Policy, no 
reference has been made to this in 
the Liberal electron manifesto. Even 
more interesting is the fact that no 
mention is made of the Trade Uni¬ 
ons, either ! The party would also 
like to create an “Office of Mobi¬ 
lity” which would help movement 
between jobs and co-ordinate the 
work of employment exchanges. 

Practical Policies Lacking 

While the theory behind Liberal 
. planning is certainly high-minded, 
the practical policies suggested do 
not match this. Liberal planning is 
based on the principle that all gov¬ 
ernment action in the economic 
field should be part of a design to 
give all men true economic freedom 
to match their political liberty. The 
dilemma lies in the fact that indivi¬ 
dualism by itself does not ensure 
economic liberty while collectivism 
without limit ultimately destroys 
political liberty. It is brave but 
not enough for the Liberals to say 
that they seek to use a balance of 
the two in order to secure economic 
freedom without destroying politi¬ 
cal liberty and individual initiative. 
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merit. The move to raise the tar- 

a for ’hew house* from 375,000 to 
,000 a year was rejected after a 
spirited debate. However, the con- 
. ference accepted a 'demand for a 
permanent , Council of Housing,* 
' rates based on site values and mea¬ 
sures -to prevent land speculation. 

Agriculture : Here the Liberals 
demand a managed agricultural 
market with commissions for meat, 
grain and horticulture. Britain 
should take a lead in promoting' 
< Internationa j agreements on food 
and agriculture. 

Cotnrtiotuvealch : The programme 
for Commonwealth development 
received unanimous endorsement. 
It was suggested that the Colombo 
Plan framework should be extended 
to Africa, the Carribean and the 
Pacific. Commonwealth scbolar- 
. ships should be increased, a Com- 
mpn wealth public service created, 
and a Commonwealth enquiry set 
'up to advjse on the future of the 
remaining dependent territories. 
The demand for the repeal of the 
Commonwealth Immigrant Act vyas 
defeated but a resolution was car¬ 
ried which contained a programme 
for Commonwealth consultation 
on an immigration policy. Other 
items in the programme dealt with 
the National Health Service, the 
liberal Social Charter, education, 
science and technology, racial dis¬ 
crimination and penal policy. 

Perhaps the best description of 
the confusion in Liberal thinking 
was expressed by a. young delegate 
at the conference, who said, “This 
morning we were all in favour of 
regionalism. This afternoon we 
are believers in centralisation. This 
morning we were syndicalists, now 
’ye are statists.” 

End of , the Revival t 

\ 

Does the Brighton conference 
indicate that the Liberal revival is 
noW spent? The conference itself 
opened against the background of 
the Daily Telegraph Callap Poll. 

, which throws cold water on any 
hope* of a massive Liberal revival 
at the nejcf general election. The 
poll, shows that in, forty opt of the 


twenty-nine per cent to twenty-three 
per cent. The Liberal share of the 
national poll is now static at fifteen 
per cent. While last year the Libe¬ 
rals scored 320 gains, m the. borough 
election, this year they could only 
scrape together 81. The recent lot- 
tunes of the Liberals illustrate very 
dearly the polarising process by 
which, as the time for a general 
election draws nearer, both the Tory 
and the Labour parties * begin to 
attract votes away from the Liberals. 

Last year at Llandudno, the Libe¬ 
ral party was. carried away by the 
post-Orpington glow. Then hopes 
ran high that the Liberals would 
lie able to present themselves as a 
valid third alternative at the gene¬ 
ral election. This atmosphere was 
singularly lacking at Brighton. 

However, having said all this, the 
fart remains that the 1,600 Liberal 
delegates who came to the confer¬ 
ence were able to note the measure 
of progress that has been achieved 
since the last general election. At 
that time, the Liberals had only two 
hundred 'candidate's they could put 
up, but to-day it has adopted some 
470 candidates. Membership of -the 
party has now doubled to 300,000. 
As far as local government is con¬ 
cerned. Liberal, representation has 
increased from 457 counsellors to 
a total of 1,878. 

Who Will Vote Liberal ? 

The Liberals like to see them¬ 
selves as a “new and class-less party 
a radical third force.” The main 
essence of their appeal in the gene¬ 
ral election is that both main parties 
are class parties and therefore - do 
not want the kind of changes which 
would be in the interests of the 
majority of the electorate, and 
hence they cannot take action to 
release the latent energies of the 
British people. The main Liberal 
theme is one pi class collaboration 
and the main vote-catching, appeals 
are based on their being a party 
above class with a dynamic leader¬ 
ship. The very title of their policy 
statement attempts to give this im¬ 
pression : “Partner* in a New Bri¬ 
tain.” 




snows that in, forty opt of the So for, their main appeal is to 
Gonstitttemnes where Liberals the middle class and they lack a 
ifort (Of second plane, the per- foothold in the traditional working 


.class' areas,, the* foufotfe 
The trouble with Ac UUT% 
is that k h*s no - major * interest 
group whiph it repretents. The 
Conservatives support lies With Big 
Business and Labour has, the Union*. 
The core of Liberal support » in 
the suburb*, the spreading ‘ urban 
areas whose inhabitants are not tied 
either to the trade unions or the 
traditional, upper classes^ Other 
supporters involve defector* from 
the two main parties who are quite 
likely to change back at the time 
of the general election. At present 
there appear to he more defectors 
from the Tories than from Labour. 

Campaign u> he ' Launched , 

The Liberals are to launch a 
campaign to counter the effects of 
Conservative propaganda about the 
dangers of wasting Liberal votes 
and letting Labour ih by the back¬ 
door. They feel that if they can 
hold 2L million votp, within their 
reach at recent levels, they will 
succeed in establishing a' third force 
on a national basis and give reality 
to the influence of a centre party. 
If fortune favours them this is the 
very best they can hope for, and it 
would certainly be no mean achive- 
rOent- But, Brighton made it quite 
•clear, that even with more than 
400 candidates the Liberals cannot 
hope to be returned to Parliament 
in large numbers. The false Orping¬ 
ton dawn is now fading away. At 
the close of the Conference, drawing 
what comfort he could, Mr Grim- 
mond said that if the Liberals could 
not form a government, a ' solid 
block of Liberal MPs could influ¬ 
ence the whole thinking of the 
country and the attitude of what¬ 
ever Party might be irt power. 


Zhe Economic TOeefoty 

Foreign Subscription Rate 
Due to increase in foreign 
postal rates it has been found 
necessary to revise otir foreign 
subscription rate. With effect 
from July 1963, the annual 
foreign subscription is Rs 34- 
50 b or 9-7. 

A tuNAgntifo 

Huskiest Manager 
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Kamaraj versus Kadambini 


VORGtmNG the Old Woma*,af 

Chowringhee, something has 
been happening to the Calcutta 
Press. The reason for this wonder 
is that, for all practical purposes, 
Kadambini has just about ousted 
Kamarai from the front pages of 
Calcutta's four out of five main 
daily newspapers. Even if you are 
mystified by his plan and its real 
purpose or purposes, you must know 
who Kamaraj is. If you were in 
Calcutta, you would be more in- 
formed about Kadambini. Not 
Kadambini of the touching Tagore 
short story, which poor woman had 
to die to prove that she had once 
lived, although something similar 
might or might not be said about 
the evolution of the Calcutta Press. 
This Kadambini is a rhinoceros 
somewhere in North Bengal; she 
had apparently strayed away from 
some reserve forest and, since, has 
certainly landed on the front page 
of two important and serious dai¬ 
lies. More is being written and 
pictured about her than, say, the 
Chinese aggression or the great 
three anna debate. 

Animal World Dominates 

Nor is Kadambini the only citizen 
of Animal Farm to dominate news¬ 
papers in West Bengal today. Only 
the other day we read endless ac¬ 
counts of Phulmala, an elephant in 
Alipore Zoo who had to be shot 
in sorrowful circumstances. There 
were also stories of a couple of 
chimpanzees who, we were told, 
did not like each other much; the 
names were Mohan and Caroline. 
Then there was the story of a mon¬ 
key kidnapping a human baby and 
doing it no harm. About the white 
tigers of Rewa, newspaper readers 
could apparently not have too 
much. There is much to be said for 
getting away from politics now 
and then, for politics can be a mor¬ 
bid obsession. Or, is there more to 
it than that ? 

If the animals have at last “ar¬ 
rived”, so far as the Calcutta Press 
is concerned, there are other arri¬ 
vals to report. Some foreign jour¬ 
nalists. from Australia or Canada 
or Britain have been deputed to 
this • country by the International 
Press Institute to improve our 


newspapers in which, no one can 
say there is no room for improve¬ 
ment. After Madras, Delhi, Bom¬ 
bay and other places some ‘fox- 
perts” have arrived in Calcutta; 
and, to put it mildly, they have 
certainly 1 made their presence'felt. 
Several newspapers now look foery 
different, for better of for worse. 
This writer is not in principle op¬ 
posed to all import of experts; 
after all, English is their language, 
not ours. Worth considering, un- 
excitedly, are the sociological im¬ 
plications, for, whatever some 
might say, newspapers do count in 
at least West Bengal where the 
readership is serious and reads 
even leading articles. 

For this readership are being 
produced newspapers more suitable 
for countries in which the bus con¬ 
ductor and the factory worker and 
the shop assistant read newspapers. 
In India in general and West Ben¬ 
gal in particular they do not, yet, 
buy or read newspapers; their read¬ 
ers are the educated middle class, 
politically conscious and socially 
aware. They may occasionally be 
amused by an odd story from the 
zoo; but their main interest is so¬ 
cial and political and economic. 
They read newspapers mainly to be 
informed, not for entertainment. It 
may be that the Calcutta papers are 
seeking a new, larger readership 
with brighter make-up and more 
“human” stories which, so far, 
seem to consist mainly of animal 
stories. They may even “click”, 
‘“catch on”; one never knows. At 
the moment, however, the new 
journalism seems to contain more 
than a small element of escapism, 
conscious or otherwise. Some may 
be getting away from politics be¬ 
cause they are unpleasant — or in¬ 
convenient. The last is important 
because at least some publishers are 
not free of direct political involve¬ 
ment. 

In a Vacuum 

It is not fair to criticise the im¬ 
ported “experts” too harshly, as they 
have been in some quarters. If 
journalism were all technique and 
nought else, they would be worth 
their weieht in gold, at leas* 14 
carat But, one likes to think, 


journalism is something move. You 
haye to know your people, fee# for 
them both individually and collec¬ 
tively. Your reader is not as face¬ 
less or anonymous as you may have 
been told. Of course you don’t 
give him only what he wants or 
what you think he wants; even then 
you would need to know what he 
does want. This is where an ele¬ 
ment of unreality may have been 
imported with imported “expertise”. 
(Incidentally, “expertise” does npt 
mean expertness, a perfectly good 
English word; in French “expert¬ 
ise” means a survey.) 

How is a young Australian or 
Canadian to know What it means 
to be a lower middle-class Bengali 
in 1963? Unknown to him are th* 
springs of his emotions — the trans¬ 
fer of the capital to New Delhi, the 
successful Gandhian takfrover bid 
of the nationalist movement, the 
rise of the Marwari, partition and 
freedom, the continuing influence 
of the Bengal Chamber of Com¬ 
merce, the aggressiveness of Hindi, 
the quiet but steady transfer of 
property in Calcutta from Bengali 
hands to non-Bengali and a thous¬ 
and other factors that have shaped 
the complex Bengali mind. It is 
easy, often necessary,: to change the 
lay-out, the typography, the picto¬ 
rial arrangement of a Press; more 
serious are the implications of 
changing its character. It is sug¬ 
gested here that, unless all are wary, 
the latter change may be round the 
corner. 

Dangerous Comer 

There is no excuse at all for 
dullness; and, let it be said, there 
was, is, plenty of it in the Calcutta 
Press or the Indian Press in gene¬ 
ral. Those who know Bengali pub¬ 
lishing will testify how, m rewm* 
years, the get-up of Bengali books 
has improved "beyond recognition; 
the binding, the printing, the cover 
are all brighter today. Yet it is an 
empty view of life, advocated by 
Madison Avenue, which holds the 
body dearer than the soul, the 
cover of a bock more important 
than its writing, the package wor¬ 
thier of attention than Its contents. 
The Press is worth nobody’s &tten- 
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Giant STEEL. WORKS or soft MAN MADE FIBRE, you cart get them both from 
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tin* If it -cannot nau^iits its «at«s 
beyond merchandise. It is ,not stiff- 
gested ffa^ gtjy tit the 1 foreign “ex- 
parts”-Are ’ attempting , any such 
crime, for their, Effect on the gaul, 
ofthu Preskam be only neglirtble. 
There are others, tp 'be wary e^aM* 

The Warning is necessaty because 
the Indian Press is one of not 
many ,* institutions left which yet 
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have a ckanee to remain truly free. 
The State controls the' muutdpali- 
ties; the State jcontrols the umver* 
si ties; the State controls . most col¬ 
lective - cultural activities, if the 
judiciary detains some independence 
In some pockets, it is not because 
the State has not .‘been trying hard 
to take it away. The Press has its 
own perils. Some proprietow are 
less liberal' than pthers; somfc jour¬ 
nalists less honest thafa others! The- 
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Letter frpm Manila ' 


State' has darks# ways of robbing 
the- Press of Its independence .with¬ 
out, as Stephen Potter night say, ■ 
actually cheating. Let us have « 
bright page one by ail moans. Lit 
us, still, remember that brightness 
W not ait; truth and conviction are 
slightly - more important. Or, else, 
why not sell stocks or coal or 

-*• ? - ’ 

4 1 r , , t " 

flibbertigibbet 


>■$4 

. * ‘V 


; ‘V: 


How Much Planning? 


^/'HiLE typhoon ‘Oriiang’ spread 
- destruction over the Luzon 
mainland, reducing Baguio city to 
shambles' and causing several 
deaths', President Macapagal 61 the 
Philippines was busy electioneering. 
Local elections are due to be held , 
in mid-November. Both the major 
parties, the ruling Literal Party 
and the Nacionalist Party, are stak¬ 
ing everything in the forthcoming 
elections. Like the British local 
elections, a good deal of impor¬ 
tance is attached to their results as 
an indication of the direction in 
which public opinion is moving and 
people base their guesses about the 
results pf the national elections on 
the outcome of the local elections. 

Barn-Storming Schedule 
Is it any wonder then that Pre- , 
sident Macapagal should have set 
himself what a Manila paper des¬ 
cribed as “a hectic , birn-storming 
schedule”? In India, rightly or 
wrongly, it seems somewhat odd 
that national leaders should engage 
in local ' electioneering. Perhaps 
wrongly for it is naive to think 
that politics can be kept out pf 
local elections. When the national 
leadership dissociates itself from 
local politics, the danger is that 
petty local issues ■ 1 become too im¬ 
portant in local fights. Moreover, 
while the -national leadership Can 
be depended upon more .not, to. ex- ; 
plait egato and religious sentiment, 
when the battle is left tp the. local 
leadership, campaigns are bound to 
take on much more irresponsible 
forma. Also it sounds so illogical 
to say -that politics would not be 
allowed to enter local elections and 
at the same time to maintain that 
elections kt the national level pro, 
vide the very basis of democracy. • 
If politics a hid atonetavel 


• government, it cannot be good at 
another- level. Any way, the Fili¬ 
pinos take a lively interest in elec¬ 
tions at both levels, ; 1 

What is interesting is that Presi¬ 
dent Macapagal’s main charge 
against the Nacionalistas is that 
they had destroyed “good govern¬ 
ment” during eight years of power. 
He uses very strong words indeed 
when he deplores “the destruction 
of the country’s economy by the 
Nacionalistas which caused the 
price of rice to rise to pesos 3 per 
ganta -of commercial rice and’pesos 
1.20 per ganta of government rice”. 
A ganta is approximately equal to 
2 kilos and one peso is equal to 
Rs 1.26 nP. Macapagal claims cre¬ 
dit for having brought down the 
price of rice to 0.80 peso per ganta. 

It will interest people in India 
that the Philippines Government 
which .otherwise swears by private 
enterprise is deeply committed to 
the nationalisation of trade in rice 
and corn, the two most important 
staple food items of the Filipinos. 
At die moment, however, private 
traders operate side by side with 
the Government rice distribution 
agency called the R C A, And the 
people are not very happy with die 
way the R C A is operating. True, 
■government rice ’ pells at 0.80 peso 
per ganta, but the complaint is 
beard often that the only people 
who benefit right now kjre the 
black-marketeers. A Manila paper 
carried the following story: 

A friend of ours told us how his 
neighbours, the toother-and four child 
ren, -have been making a living out 
out of the R C A rice. All the five 
members of the-family line up every¬ 
day,-thereby buying a total of five 
ganta?. They sell four gantaj at 1,35 
. pert* a .. ganta,. making ,a profit of 
- 2,20 peso* a -day. 


Any Indian reader Of this story . 
will possibly recall several such > V 
instances from his daily experience. ' A ' 
H»e sale of sugar at controlled' V 
rates at present will provide seve- i; 
r*l. ’ , , 1 , ?>' 

In fact, die true position is that - 
the retail price index of all food-.. 
stuffs for July 1963 was 5 points 7 
higher than in June 1963 and com- 
pend to the level in January 1963, >•) 
the price rise has been over 2 peir ; 
cent. The opposition is not -going- i 
to take things lying down.. It is r \% 
bound to counter-attack Macapagal 
by pointing out to this price rise. 
Moreover, Nationalists’ record was." ' 
not so bad after all. at least ton the 
economic front. - During die first , 
four years of office, 1953-56, natio* . 7j 
nal output increased at the annual .7 
rate bf 6.5 per cent In the second ' - 
term, the rate slackened no doubt 
but the annual average-was still -ad - ' 
high a? 4.2 per cent Compare this *»' 
performance with the rates of 
growth in India, 3.3 per cent in the . 
First Plan period and 354 per 1 

. cent in the Second Plan period," 

Planning «-» Free Enterprise 

President Macapagal took a little 
time off the other day to attend a 
function which his wife, Evange- !■, 

bat Macapagal, was presiding 
oyer. This function was held to , 
mark the transfer of \ the govern¬ 
ment-owned Cebu Portland Cement 
Company to a private company; 

The President described this trana- ; 

fer of ownership from govertrinent- 
, to private hauds as “a milestone in 
the development of the free enter¬ 
prise system in this country”. Again 
and again, one heart* of the import- ' 7 
ant role of free enterprise, whether: 
one talks to government econo- “ ’*./ 
mists, bankers or politicians. And 
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Hilt the Philippine* sport# a PUn. 
la recent yesr*. particularly since 
M acap aga l came to power, the 
planning machinery has, if any¬ 
thing, been strengthened, How do 
we reconcile the facts with profes¬ 
sions? 

In the post-war period, no leas 
than 14 plans have been drawn up. 
But, according to the ECAFE's 
1961 Annual Survey, “economic 
planning has tended to be more 
an intellectual exercise or a call to 
action than a specific blueprint to 
be implemented”. Now Macapagal 
has set up a Plan Implementation 
Agency which translates the natio¬ 
nal economic goals set by the Na¬ 
tional Economic Council into speci¬ 
fic plans, year by year and pro¬ 
ject by project. The Agency is 
responsible directly to the Presi¬ 
dent himself and has already begun 
to influence the decisions of the 
Government, governmental agencies 
and semi-government institutions. 
Therefore, there is no doubt that 
there is more effective planning 
today under Macapagal than there 
aver was in the Philippines. 

High Consumption Economy 

And still the bulk of investment 
has been and is made in the pri¬ 
vate sectors. If anything, the share 
of government in total investment 
has been falling in recent years. 
Planning in the Philippines, it is 
proudly argued, operates within 
the framework of private enter¬ 
prise. The Government holds a 
very important lever in its hands 
and this is the lever of finance. 

The Philippines is a high con¬ 
sumption economy in the sense 
that a very high proportion of per¬ 
sonal income is spent on current 
consumption. Not even a casual 
visitor to the Philippines can fail 
to observe this. The shops, the bars 
and the night clubs reflect this in 
good measure. Statistical evidence 
supports one’s observations. Bet¬ 
ween 1951 and 1960 households 
were in deficit practically every 
year, i e, they dissaved constantly. 
Private corporations had, therefore, 
to rely largely on government for 
supplementing die saving of the 
corporate sector, This dependence 
on government for finance is used 
as a lever to direct private invest¬ 
ment into channels that are rated 
high in the Plan’s scheme of prio- 
fltfes- Previously, exchange con- 
was “the other important lever 
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available but new that the peso has 
been made fully convertible, it is 
no longer available. 

The very fact that the Philippines 
is a high consumption society is 
bound to pose a serious question for 
the economy when it is coupled 
with the other fact that population 
is rising at the phenomenal rate of 
62 per cent. How will the Philip¬ 
pine economy step up its rate of 
domestic saving? If households 
continue to dissave, the other ways 
open are to allow profits to rise 
stiil further or to impose heavier 
taxation on households or to resort 


td debar fioaiKing. „ r 
saving will have to be raised even 
to maintain the existing rate bf 
growth of national income. Because 
with a shift in investment from 
consumer goods to investment 
goods industries, the existing rate 
ot saving will yield a smaller rate 
of growth of output. The strain on 
the economy will be greater than 
in the past decade end it will be 
interesting to see how the Fili¬ 
pinos face the problem without 
affecting their basic policy of re¬ 
taining the free enterprise frame¬ 
work. 



n towards progress ... 


India Steamship Co., Ltd., hat 
a steady record of progress... 
Since Independence, its ton* 
aage has increased from about 
*5,000 D.W. tone to over 
200,000 D.W. tons'—more tort* 
nag* being stiil on order. 

Its services are also extending 
to various trade routes. After 
initial consolidation in the 
India-U.K.-Coutinent trade— 
the Company entered the 
Indo-Soviet service to the 
Russian Black Sea ports in 


1956 and later to Rumanian 
ports. In 1959 the Company 
forged still another link in tbs 
oversew with South America, 
and in 2960 It extended its 
service to Poland. 

Their experience and reputa¬ 
tion for fast, efficient and 
dependable service built on the 
personal care given by their 
experienced officers and crew 
to the cargo entrusted to them, 
have earned them the aoodwili 
of their customers. ** 
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Planned 


is Happy Research 


. •' TirrU Harris ■♦ . ." ■' ’ v . r,' 

‘Reoearch in F«nily Pl 4 utAiitf, ^ditisd by Clyde V Ktoer, PriiiceUM University Press, 1962. f Pp 662, 'k 12-50. 

' Dlffflwntiirt .fertility in Central India, ■ Edwin I) Driver, Princeton University, Press, 1963. Pp 152,"$ f,50. 
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X^E high birth rate of .research question was* carefully worded tt>. Ceylon pilot project and the ft 


, projects in- birth, control oy»r 
the last decade has drawn not a 
few caustic comments on the need 
for planning this growing family. 
In answer to this the Mflbank Me- 


question was, carefully worded to. Ceylon pilot project and the Sural 
avoid aity implication that It related Population Control Study atSingur, 
to “artificial birth control'.’ Or to here described by Arne Kinch and 


“any other concept that a Well-in- K K Mathen, show better .result* 
formed Catholic would oppose” (p than were available at the time of 
179), The Princeton Study-pinpoin- the conference • in terms, of use of 


monal Fund and the Population r ted the connection of high fertility contraception and falling birth rate.. 
Council jointly sponsored a confer- 'with education in . the .Catholic' But such, results Were obtained only 

ende in New York in October I960, school system. (On the other hand' ovei a tong period, at great expense, 

and the papers presented there have Jews showed a high degree of ferti- and with high pressure homo-vjsiting 

been collected and edited by Clyde lity-plannlng success). Sydney Spj- campaigns of a kind which in other 


Council jointly sponsored a confer- 
ende in New York in October I960, 
and the papers presented there have 
been collected and edited by Clyde 

Kiser. Broadly speaking they fall vack’s unusual study of American 
into two groups, one giving a pic- doctors Incidentally encountered 
ture of research in this field ‘in the some opinions, the violence -of 
several areas of the free world’ (the which, is all the more in contrast to 
iron curtain countries had already the socio-economic level of the 
been considered the year before), medical profession r one Catholic 
and the other devoted to more cri- > doctor' remarked, “the use of con-, 
tical consideration of research de- traception has no'more virtue than 
sign, measurement, motivation and sodomy. It is'just a sexual perver- 
communication. sion” (o 207 L That relieion exer- 


eion” (p 207}. That religion exer- 
The Composite picture of ‘the ted more influence in the American 
free world’ is undeniably depressing. Studies than .any of the socio-econo- 
Of course participants are quick to mite variables used was particularly 
seize on encouraging. factors : a significant in view of contrary pre¬ 
paper on Lebanon by David Yaukev ' conceptions. 

“indicates that very personal data _ „ 

can be collected from Moslem <Wo * for India 

women who have been widely re- Viewed negatively, such factors 
garded as particularly unapproach- might provide'some small comfort 
able on such matters” (p 596). In for India; at least there is no reli- 
the West Indies and the Carribean, giOus opposition to the idea of 
George Cadbury reports, “where family limitation, at least the fami- 
rontraceptive adviee and ateriliza- ly structure does not include ‘visit- 
tion are available, Roman Catholics ing relationships’ as in Jamaica, 
take advantage of them just as much which allow the men to escape the 
as other religious , groups”. This burdens of child support by deser- 
sounds encouraging, but he also re-, tion. And as far as people's initial 
ports that “the location of active attitudes to the prospect of obtain- 

_■_i ..’*r_i vi. _ m.. _i_• f__ !_ 


planned parenthood societies, ex¬ 
cept in the special ^ease of Puerto 
Rico, is entirely in islands where 
there is Dot a Roman Catholic ma¬ 
jority’ 7 (p 330)."The independence 
of the laity from the priests seems 

less in other areas : in Santiago, 

r*L:l_ Ai. . jl- --x-- _' .1 _ 


ing' family • planning information are 
concerned, the papers on projects 
in .India are by no means discourag¬ 
ing. But replies to initial Questions 
are not always reliable, as emerges 
in the description by S J Poti of 
his method for adjusting the inevit- 


Ghile, the survey did not dare to ,'able discrepancies between the bus- 
broach the subject of contraception, / band’s and the wife’s accounts of 
hut found the size of family consi- contraceptive practice in a given, 
dered ideal ,wae clearly correlated period; still less are they reliable 

with f mrnttmoi r aHfltirldnra eS rp. aC'ftAn * Qa oIiaium Kn tkn 


»ith frequency of attendance at re»‘ guide# to action, as shown by die most of the papers in this -section, 
lietious . ,.(Catholic),, services. The , lamentably small proportion of 'mi- and especially the twp on* Japan, 
“Growth of American Families” tialiy approving • women tehb sub- suggest that- parents' in, the under- 
'tudy. found glmost half the Cathey sequently adopted contraception. It /developed countries 'wopld rather 
lie wives interviewed expressed some is true that mote recent reports on take: remedial than preventive 
iorin ^ disapproval .although the two Of the projjBcfs, the / Sweden* action, tbps avoiding the .continual 
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cases have proved -unpopular tp 
12) or ineffective (pp 485-6), and 
which would be impractical on a 
national scale. 

This brings . us to sterilization. / 
The record-breaking sterilization 
camps in India only became news 
after this conference, but Kumidini 
Dandekar’s project in ?ang1i was . 
already underway in late 1959, .and . 
her report gives some indication of 
the demand. R A' Gopalaswami' 
derives his commendable comments 
on the administration of t family 
planning programmes from a com¬ 
parison of India with Japan. The 
spectacular foil jn the Japanese 
birth rate in the decade 1947-57 .was 
largely due to induced abortion at 
a rate of 12 per thousand; while ab-i 
ortion only diminishes the number 
‘of childbirths by one, sterilization 
before the birth of the fourth child , 
can reduce thdt number by at 
Iqast' three, and a sterilization rate 
of five per thousand per annfitn 
could, therefore, achieve a similar' 
miracle in India, even allowing 
for a less rapid growth in the use 
of contraceptive appliances. He. 
gives an encouraging assessment of 
the cost of such a programme, esti¬ 
mating that a free supply of cheat 
per (and less effective) ‘contracep¬ 
tive appliances to all poor people 
would cost some. five times mote 
per head of the total population per 
annum. His reference to the 
Japanese experience is important; 
most of the papers in this -section, 
and especially the twp bn* Japan, 
suggest that- parppts' in, the under- 
‘developed countries ' would rather 
take remedial than preventive. * 
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Tata-Fison and Rallis have com¬ 
bined their separate marketing 
organisations into a single, unified 
service. For the future, all Tata- 
Fison products will be marketed 
by Rallis'Fertilizer and Pesticides 
Division. The merger will prove 
of immense benefit to the Indian 
farmer. For the first time, one 
integrated service will provide 
advice and products covering 
both crop growth and crop pro¬ 
tection throughout the country 
...a notable contribution to the 
cause of agricultural progress. 


TfcTA-FiSON AND RAWS— 
emywhfrt- at oka f 

" U.P., Bihar, Bengal..." sold Tata. 

"Madras, Kerala, Mysore...” Interrupted Flton. 

‘‘Maharashtra, Gujerat," cried Ralll, 

not to be left out. 

‘‘North, South, East and West—we’re 

everywhere at once,” they said together. 
“We’re really very good in the art of 
distribution.” 



TATA-FISON RALLIS 
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bother of being careful (p 500), 
end that they prefer to have their 
children as soon as they are mar* 
rfed, only thinking of family limi¬ 
tation when they already have 
three or four. While the . ; Jatter 
would minimise the major mlad- 
vantage of sterilization (its irre¬ 
versibility) the former suggests 
why, in common with abortion, it 
could succeed when other methods 
fail. But the conference was not 
unanimous: in summing up, Frank 
Notestein stated, “it is not likely 
that a population too weakly moti¬ 
vated to use the simple and effec¬ 
tive means of contraception that 
are available will, turn en. masse 
to sterilization” (p 607). 

Despite the fact that throughout 
the hook there is no discussion of 
the advisibility, as opposed to the 
feasibility, of sterilization, both R A 
Gopalaswami and K V Dandekar 
make a point of justifying it; in 
doing so the former politely criti¬ 
cises the ‘orthodox school’ to whom 
“it is obvious that the use of con¬ 
traceptive appliances is the only 
possible way of practicing family 
planning. They recognise no other 
method” (p 71). This foreshadows 
J Mayone Stycos’ scathing attack 
on the International Planned Par¬ 
enthood Federation for its medical, 
middle-class, and feminist biases, 
which lead it to adopt quite im¬ 
practical approaches in underdeve¬ 
loped areas. Evidence gleaned from 
other papers here suggests that 
these approaches are not entirely 
appropriate even in developed 
areas: for example, “A Guttma- 
cher remarked that sterilization 
does not need to l>e sold to the 
American public. One popular 
article he wrote on sterilization 
brought a response of 3,000 letters 
" ith one theme: the writer’s des¬ 
perate need for this totally effec¬ 
tive method” (p 383). David 
Glass’ excellent survey of the chaos 
"f studies, and non-studies, on 
family limitation in Europe spot¬ 
lights the role of abortion in the 
Scandinavian and East European 
countries both in reducing the. 
birth rate and in starting some 
s ort of contraception movement. 
Donald Bogue reports that among 
the artificial methods most effective 
*n reducing the birth rate in 
Europe and America both in the 
nineteenth century and today, “the 
condom is king” (p 518), and yet. 



Stycos expostulates, “clinic* taking 
their' orientation from Planned 
Parenthood rarely recommend it or 
ntake it readily available” (p 498); 
fortunately, given the stringency 
of the 1920 act, it is not defined 
by law as a contraceptive in France 
(p 233). Demographic historians 
generally credit coitus interruptus 
as having a major responsibility for 
decline in Western fertility, yet 
Stycos presents numerous samples 
of the disparagement of this 
method, despite the fact that no 
serious research has ever established 
whether withdrawal is in fact 
harmful physiologically or psycho¬ 
logically: among other examples 
here he quotes an unfortunate re¬ 
mark by an Indian Army expert, 
“Coitus interruptus is only men¬ 
tioned to be condemned”. 

The second group of papers in¬ 
cludes sections on research design 
and measurement which contain 
many valuable comments on statis¬ 
tical problems and the control of 
variables, and a section which 
brings news of recent physiological 
experiments in fertility control. A 
paper by Christopher Tietze con¬ 
cludes that the most important rea¬ 
son for contraceptive failure is 
irregularity of practice, and that 
“use-effectiveness of a method thus 
becomes, to a considerable extent, 
a function of its acceptance” (p 
369), so returning attention to the 
focal point of the conference, 
motivation, which is the prerequi¬ 
site of acceptance. 

Motivation and Communication 

Tt is in the section on motivation 
and communication that the confer¬ 
ence really faces up to the problems 
posed during the early sessions, 
and this is the most lively and im¬ 
portant part of the book. A general 
agreement prevails that there is no 
philosopher’s stone to turn all into 
gold, no one answer to the problem 
of acceptance, and that in the ab¬ 
sence of any accepted theory of 
motivation, explanations of beha¬ 
viour should pay great attention to 
the situation in which the individual 
is acting. Ronald Freedman typifies 
this approach in his functional in¬ 
terpretation of social values about 
family size; his remarks about the 
value of children as labourers in 
family enterprises or safeguards 
for old age security in an under¬ 
developed society are more common 
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currency than bis analysis of the role 
of die family in contemporary , 
America. He suggests that there 
children have the status of consu¬ 
mer goods, things to be enjoyed, 
and that fertility levels will thus 
depend on the income-elasticity of 
demand for them. In commenting 
on the Princeton Study’s not finding 
any relationship, contrary to ex¬ 
pectation, between social mobility 
and more effective family planning, 
he suggests, “it is precisely in such 
a mobile and specialized urban 
society, where people learn to ex¬ 
pect and plan for change within 
reasonable limits as part of the 
routine of life, that the nuclear 
family has the unique function of 
serving the individual as the only 
continuing primary group which 
he can carry with him in his travels 
through space and society” (p 226). 

The same sensitivity to social 
contexts marks Donald Bogue* 8 
“tentative recommendations for a 
‘sociologically correct’ family plan¬ 
ning programme in India”. Ho 
picks out lack of communication 
rather than lack of motivation as 
the essential weakness to date, stres¬ 
ses that attempts at persuasion and 
creation of a panic atmosphere can 
never be effective in obtaining a 
long-term change in behaviour, and 
deals most effectively with the view 
that there are psychological techni¬ 
ques or ‘gimmicks’ by which basic 
values can be changed independ¬ 
ently of the social situation. Inte¬ 
resting in this connection is Minoru 
Noda’s distinction of two stages of 
economic motivation to limit family 
size: the first, more primitive, moti¬ 
vation is merely to maintain family 
livelihood in a world of economic 
chaps; the second develops in con¬ 
ditions of economic wellbeing and 
stability when people desire to 
raise their living standards continu¬ 
ally. In support of this he cites a 
survey made in Japan in 1958 in 
which people were asked their aim 
in life, and a high percentage of 
both workers and peasants replied 
they wished to enjoy life rather than 
become rich, serve public welfare., 
or maintain livelihood. Another new 
approach, to communication rather 
than motivation per se, was Stycos 
and Kantner’s system of ‘leader’ 
distributors in Puerto Rico; its en¬ 
couraging results at that stage do 
much to support Stycos’ criticisms 
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«( the traditional clinical approach 
in underdeveloped countriee. < , 

His general' ‘social’ approach to 
1 motivation has the mem of induc¬ 
ing scepticism as to the reliability 
of interview opinions as guides to 
behaviour. This scepticism is ex¬ 
tended to reasons often cited in 
. India as 'accounting for the failure 
to practice contraception, such as 
storage and disposal difficulties, and 
, lack of privacy; Frcedman com¬ 

ments, “the high birth rate suggests 
that Jack of privacy is not a deter¬ 
rent to sexual intercourse in India 
and similar countries, so perhaps 
this factor is exaggerated” (p 617). 

One of the most important func¬ 
tions of this conference was the 
delineation of specific areas of ig¬ 
norance where assumption is still 
accorded the respect due only to 
established fact. Notable among 
these .were the effects of coitus in- 
terruptus, the possible temporary 
sterility produced by warm water 
applied to the testicles (a view first 
advanced over thirty years ago), 
the role of the notorious mother-in- 
law, the importance of apathy and 
even antagonism among the admi¬ 
nistrative and professional person¬ 
nel, and tlie relevance of storage 
problems, sleeping arrangements, 
basic family structure and patterns 
of sexual behaviour to fertility 
variables. 

Unsurprisingly the overall con¬ 
clusions of the conference were 
that there was much to be done. 
Administrators were greatlv out¬ 
numbered by researchers, and occa- 
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sionally complaints about perfec- 
' tidniam reach the, pages, hut there 
seemed a general satisfaction that 
the discussions served to’ clarify 
rather than harass government pro¬ 
grammes, and subsequent develop¬ 
ments in the latter, especially in 
India, axe a tribute to the signifi¬ 
cance of the conference. 

Differential Fertility 

Edwin Driver’s book is a thorough 
and competent account of his study 
of fertility in the Nagpur district in 
1958. His findings indicate that 
fertility patterns are quite similar 
for couples who are distinguished 
on the basis of either place of resi¬ 
dence, occupational class, or income 
level, but dissimilar for those be¬ 
longing to different religions,’ castes, 
land ownership groups, or educa¬ 
tional levels. Of the factors which 
might explain these differentiate he 
could only examine rates of Widow¬ 
hood and spinsterhood, sterility, 
use of birth control^ family struc¬ 
ture and age at marriage; none of 
these appeared relevant, though 
there was a slight positive associa¬ 
tion between young age at marriage 
and high fertility. On the other 
hand knowledge, as opposed to use, 
of birth control devices and inte¬ 
rest in family limitation were greater 
in the city and among couples be¬ 
longing to the minority religions, 
the professional class, and the 
higher income and educational 
groups. The best 'chapter is devoted 
to a discussion of the joint family, 
a variable which has not received 
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enough, attention ip fertility itmfeak 
Otherwise the ratio of discussion to 
statistics is disappointingly ’ low. 
Driver merely states that k his - find¬ 
ings partly agree, and pithiy dis¬ 
agree, with those of studies conduct¬ 
ed in other areas of India, * and 
concludes quite simply, '■ “the kind* 
of fertility differential -will, de¬ 
pend in part oh the area of study”. 
This is undoubtedly true, but Wnen 
enunciated as the last sentence, it 
does bestow undue attention on geo¬ 
graphical location, a variable of 
little explanatory power per se, and 
tends 1 6 confirm the impression that 
this study has concentrated. more on 
the ‘what’ than the ‘why’. 

Nevertheless, in the absence of 
previous studies on Central India, 
his data are • very welcome, and 
should prove of . considerable "use 
not just to Indian administrators 
hut to the thoughtful demographer 
at large. The first book, by Kiser, 
is of course a ‘must’ for demogra¬ 
phers^ family sociologists and gov¬ 
ernment planners; and despite its 
weightiness and its orientation to¬ 
wards research it is of considerable 
value to that darling of reviewers, 
the layman interested in the pro¬ 
blems of development. For the pro¬ 
blems encountered in rapidly reduc¬ 
ing the national family size are to 
a large extent the same as those in 
rapidly raising national output: a 
regrettable covariance when the 
failure of the one can only be com¬ 
fortably ’met by the success of the 
other. 


Freedom is in peril, defend it with all your might 

J —Jawshartat Nehru 

DEFENCE IS YOUR JOB TOO 

To aqiiip a Jawan at tha frontllno adequately, fifty to 
hundred people will have to work on the home front. More 
, and more materiel* and supplies should flow to moot the 
growing need* ef Defence: 

Your job Is vitil. Work resolutely to eUmimte slackness 
. and waste and raise national affldaeey. 


YOUR DISCIPLINE IS INDIA'S STRENGTH 
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...The abolition of absentee landlordism andintermediaries- in agriculture and the failure, to effect [r^e, 
distribytiottvof land by fixing sellings on Ipnd-lurldipgs are sgid to have led to the growth of owner-farming 
with Mrttd labour, or capitalist farming. ; : - ' , , ‘ 

* in this context of owner-farming, studios: of wage-profit relationships could throw, some light an 'the 
prevailing patterns of distributive'relationships in [agriculture. > . ’ \ • 

'* 4 study pf this type is- of particular relevance to Andhra as, according to the Farm Management 
Studies, the proportion of hired labour to. the total labour input was found , to be the highest (around 75 
per cpntj in the Delia region of Andhra* . ■ .< - ' ' , ' ' ' 

An attempt is made below to study seventy five farms operated wholly ' through hired labour situated 
in the three distinct economic regions of Andhra and to draw certain inferences on the relative shares of 
wages and .profits in tthe net output per acre of some representative crops. ; ’ ' '■ 

{This ' paper has been prepared m the Institute of Economic Growth, Delhi.} /'• ;■ 
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ryHE (Climates presented below are 
based on data collected through 
field survey for the. year 1959-60' as 
well As on published data. Net out¬ 
put js obtained by deducting from 
the value of gross output, current 
expenses on seeds, manures, fertili¬ 
sers and feed of animals and depre¬ 
ciation on fixed equipment shell as 
farm-structures, plough-cattle and 
implements. Profit is defined as 
the return oh land, capital invested 
and entrepreneurial functions and 
is. the residue after deducting wage- 
costs from net output. 

The changes in wage-profit rela¬ 
tion are studied hanadly under two 
sets of conditions: first, where the 
technique of production has been 
constant, implying thereby a con¬ 
stancy in the physical quantities of 
input factor* and output per aero; 
secondly, where the technique of 
cultivation hftfc been changing caus¬ 
ing a change both in input-structure 
and physical output'per acre. 

t 

Under Constant Technique* 

The first kind of situation is con¬ 
ceivable for quite a,large area where 
the methods of cultivation have in 
fact remained.'by and large, un- 
f'hanEed, Under ' such a situation, 
the divergence between the relative 
shares of wages and profits could 
arise due tb the relative changes in 
wage rates and prices. Since a con¬ 
siderable proportion of the wage¬ 
bill in aarlculturo consists of pay- 
tnents in kind, mostly In the firm 
of foodgraina, it maybe useful to 


analyse the wage-.prpfit relation 
Separately for regions producing 
mainly food, crops and for regions 
where non-food crops are signifi¬ 
cant. 

Taking the predominantly fqod- 
crops-growing area first, insofar as 
the wages paid in kind are relative¬ 
ly sticky, they can be said, to vary 
in value with the prices of the Crops 
concerned, A change in the rela¬ 
tive shares of wages and profit 
could then arise only due to change 
in cash-wage rates. The determin¬ 
ants then are ; 

(a) changes in cash-wage rates 
vis;a-vis changes in prices of food 
crops, and, 

fb) the size of the cash-wage 
component of the total wage-bill. 

In areis where non-food (or com¬ 
mercial) crops are significant, 
apart from the above factors, two 
other factors, -viz, changes in the 
relative prices of food and non¬ 
food, crops and in theff relative 
Significance (both in terms of area 
and value of output) are relevant. 
Jf a significant proportion of wages 
in kind consists of foodgrains, a 
rise in the prices of cgsh crops rela¬ 
tive those of foodcrops may re¬ 
duce the share of wages relative to 
' profits. Conversely, if the’ prices of 
foodgrains rise fester than those of 
cash crops, the relative share of 
wages may; rise, ft 1 is, however, as¬ 
sumed that the price* nf other inmit 
factors, such a* bullocks, imple¬ 


ments, etc, do pot change to neu¬ 
tralise significantly the effects of 
variations in wage rates and pri- , ' 
ces. This assumption is justified r 
because the Value of these inputs is 
much smaller compared W> either 1 , 
profits, or wages and also because ■ 
the. prices of some of these fartors, 
eg, fodder and bullocks, tend to - 
vary in the same direction as those -* 
of food-crops. However, in arriv¬ 
ing at the precise estimates of wages, 
and profits ait different points of 
time, allowance has been made for 
variations in the prices of those 
inputs. 

Under Changing Technique* ‘ 

For the sake' of simplicity and os 
limiting cases in the region under 
study, let us take two. types of chan¬ 
ges in technique : (a) changes 

which result in increased use of 
labour and in an increase in the > 
physical yield pe- acre. This may 
range just from the use of ferti’isers • 
to more radical changes in methods 
such as the adoption of transplant¬ 
ing or the Japanese method in the , 
cultivation of rice, in preference to 
the broadcasting method; (b). re¬ 
placement of human . labour bv 
tractors and other machines which 
piay change the cost-structure hut , 
leave the physical output ppr acre 
unchanged. Under tyoe la) the 
wage-profit shares depend on the in-'' 
cremental labour-net ou , n"t ra¬ 
tio. Allowing for the additional , 

’ costs on other itimvs. jf -the rutin of 
increase in wage-bill to the value • 
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of-uxxeue in net output is lower 
compared to the ratio under the 
previous technique, then though the 
absolute share of wages it* the total 
net output will he higher, the share 
of wages relative to profits will be 
lower. Under type (b) the rate of 
substitution between labour and 
machinery — expressed in terms of 
value, the ratio of diminution in 
wage-bill to the increase in costs on 
machinery — determines the wage- 
profit shares. If machinery is, in¬ 
troduced to increase profits (as one 
would expect) and not merely to 
get rid of troublesome labour, then 
the share of profit in the net output 
will rise both absolutely and rela¬ 
tive to wages. 

Turning to statistical data, let us 
first consider the case of the deltaic 
regions of East and West Godavari 
and Krishna districts, where about 
80 to 90 per cent of the cultivated 
area is under rice, and transplanta¬ 
tion has been practiced for more 
than a decade. About 50 per cent 
of the wage-bill in 1959-60 (in the 
villages surveyed) consisted of 
payments in kind, mostly to per¬ 
manent farm servants. The farm- 
harvest prices of rice were abopfftSo 
per cent* higher compared to 1949- 
50, whereas the wage rates of ca¬ 
sual labour (weighted averages of 
male and female labour for differ¬ 
ent operations) had risen by 45 per 
cent.f Since the value of wages in 
kind varies with the prices of the 
crop concerned, we get an overall 
wage-pTice lag of only 5 per cent. 

Subic Shares 

In the deltaic regions, even tire 
cash-wage rates tend to keej^pacc 
with the prices because of the inten¬ 
sity of seasonal demand for labour. 
Owing to monoculture, laboont-is 
required for the whole of the culti* 
vated area during sowing, weeding 
and harvesting seasons which hap¬ 
pen to be relatively shorter in this 
region. Assuming constant produc¬ 
tion technique, i e, constant physical 
inputs and output, and making 
allowances for changes in the pri- 

* Sources of price data: Govern¬ 
ment of Andhra Pradesh, “ Hand¬ 
book of. Andhra Pradesh Statistics " 
(1958); Government of India, 
Agricultural S’Ui-ation in India, 
(1959-60)'; and Survey data. 

t Sources of wage data: Govern¬ 
ment of India, “ Agricultural 
Wages in India ”, Vol 1 ; and 
Survey data. 




ocs of the the share of. wages 

la the net output is found to he 
constant around 32 per cent in the 
two periods, ie, 1949-50 and 1959- 
60. It is assumed that die increase 
in yield per acre between the two 
periods in the delta region is main* 
ly due to the application of fertilis¬ 
ers. In arriving at these estimates, 
the effect of fertiliser-input on yield 
over this period is isolated by means 
of the input-coefficient of fertilisers 
estimated by the Indian Council' of 
Agricultural Research through ex¬ 
periments conducted in this area- 
These estimates indicate the exis¬ 
tence of a more or less stable rela¬ 
tion between wages and profits in 
the delta area. 

Fluctuating .Shares 

In some of the upland districts 
of Rayalaseema, according to Survey 
data, about 48 per cent of the culti¬ 
vated area is under commercial 
crops such as groundnut, chillies 
and cotton, accounting for about 55 
per cent of the value of total out¬ 
put. About 84 per cent of the total 
wage-bill consisted of payments in 
kind, about two-thirds of which 
being payments to permanent farm 
servants, mostly in rice and jawar. 
Between the years 1939 and 1949 
the farm-harvest prices of rice and 
jawar rose by 295 per cent and 280 
per cent respectively as against a 
rise of 602 per cent and 472 per 
cent in the prices of groundnut and 
chillies. The cash-wage rates show¬ 
ed a rise of only 146 per cent, thus 
lagging behind the prices of both 
food and cash crops. This must 
have caused a reduction in the 
share of wages relative to that of 
profits. 

Between 1949-50 and 1959-60, on 
the other hand, the farm-harvest pri¬ 
ces of groundnut (which alone ac¬ 
counted for 45 per cent of sown 
area and 41 per cent of the total 
value of output in the year of Sur¬ 
vey) declined by 26 per cent as 
against a 32 per cent and 26 per 
cent rise in the prices of rice and 
jawar respectively. During the same 
period, the cash-wage rates rose by 
about 57 per cent. There must have, 
therefore, been a change in the 
shares of wages and profits in fa¬ 
vour of the former. Thus the shares 
of wages and profits seem to fluc¬ 
tuate under the existing modes of 
wage payment, where the cmn-pat ; 
tern is significantly diversified. 








Effect of Use of Fertiliser* V, 

Let us now consider • change in* 
the technique of production arid 
start with the effects of using ferti¬ 
lisers. According to the experi¬ 
ments conducted for three years by 
the Indian Council of Agricultural 
Research in the deltaic region of 
East Godavari, a combination of 
ammonium sulphate and super pho¬ 
sphate, Ij maunds each (this com¬ 
bination appears to be more com¬ 
mon in actual practice than Other 
combinations experimented with), 
of the total value of Rs 30 per 
acre, would yield 6.3 maunds of ad¬ 
ditional paddy of the value of Rs 
75,60$. in areas already irrigated, 
the application of fertilisers results 
partly in the more intensive utilisa¬ 
tion of existing resources such us 
attached labour, carts, bullock 
labour, etc,, and involves additional 
cost for spraying in the field and 
then for threshing and packing the 
additional output. The additional 
expenditure on labour (estimated 
from the Survey data) comes to 
about Rs 9 per acre which gives an 
iperementary wage-net output ratio 
of 1 : 5. If we extrapolate the figu¬ 
res of physical inputs and output 
relating to the year of Survey to the 
year 1949-50, on the basis of the 
respective wages and prices and 
allow for the changes in the inputs 
of -fertilisers and labour as also in 
the output, the share of wages in 
the net output per acre show's a 
decline from 32 per cent in the 
year 1949-50 to 28.5 per cent in the 
year 1959-60. 

A change-over from the broadcas¬ 
ting method in the cultivation of 
rice to the transplantation method 
necessitates additional input of 
water, labour and manure, etc, al¬ 
though the seed input is considerab¬ 
ly reduced, sometimes even offsetting 
completely the inc-eased costs on 
other items. Investigations showed 
that in the upland region (Rayala¬ 
seema), where over 50 per cent* of 
the rice area is estimated to be 
under the broadcasting method, 
wages constitute 52 per cent of net 


J Indian Council of Agricultural Re¬ 
search, Indian Farming, April 1958. 

* For an account of the area under 
different methods of rice cultivation 
and their relative remunerativenesa 
in different reeions of the State »ee 
Government of India: “Rice Revo¬ 
lution in India ”. 
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lMSp*i' a* Ittgaawt, 26.5 per cent in ' hity. Development proerammes may - ment 


. a* .against 2ff.5 per cent in * 
$#• ‘tfeft* 'fBpi raw the transplan* 
tation .method is common and 3-1 
'j^ Cent in the TeJangana area 
where the practice of transplanta¬ 
tion is spreading, We do not know 
What the share of wages would be 
ipider the Japanese method of culti¬ 
vation. However, since the- Japanese 
method has much in common with 
the transplantation method in the 
matter of an increase in the input 
of-water, labour and manure and a 
/eduction in the input of seed and 
a significant increase in output, it 
appeals that under the existing 
wage rates a shift from broadcast¬ 
ing to tire .Japanese method would 
result i-n incionsing the share of 
profit relative to wages. 

Japanese Method Not Favoured 

It would thus appear that as bet¬ 
ween different methods of cultivation 
a larger output pvi aero i$• associa¬ 
ted with larger absolute share of 
both wages and profits, but with a 
lower share of the former relative 
to that of the latter. In the delta 
region, the method of cultivation 
has relatively improved and produc¬ 
tivity per acre is already high and 
the adoption of the Japanese me¬ 
thod under the existing wage rates' 

, (which an- the highest in the State I 
is generally -consideicd itnremunrra- 
tiVe. Some scope for increasing pro¬ 
fits in this - region may still lie in 
increasing the average per acre in¬ 
put <of fertilisers, which may result. 

• in turn, in lowering the relative 
share of wages. 

Because of high wage rales there 
is an incentive to use labour-saving 
machines, which, as observed in the 
-course of the Survey, seem to be al¬ 
ready- attracting the big land-own¬ 
ers." In -sucjl a case, a significant 
"change in the shares of wages and 
profits -may arise partly due to the 
displacement of labour and partly 
due to the consequent reduction in 
-wage rates, if alternative channels of 
employment are not open to the 
displaced labour. In the upland 
regions, ori the other hand, the me¬ 
thods of cultivation are largely pri¬ 
mitive and productivity per acre is' 
very loW, Because of the low wage . 
rates, labour;intensive methods of 
improved*, cultivation, which are 
being encouraged under. Commu- 
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hity -Development programmes may meat 
spread rapidly, especially among to pi ^ 

the big farmers, btatuse it is likely the increased dtwind_ 

to be highly remunerative, Although resulting from*, flic Adoption ®f la¬ 
the absolute share of wages mdv in- bour-intenswe methods pushes- up 
crease because .of increased employ- the wage rates. 
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Exide Batteries 
when the rest 

Silver Exide are the strong¬ 
est, most reliable batteries 
under the sun. They are qua* 

, Ifiy tested at every stage pf 

production-that’s why 

you’re sure of a tong and, 
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still keep going 
have stopped 

trouble free life. Silver Exide 
Batteries are obtainable from 
dealers everywhere. So don't 
delay—Mid you'll :sellI keep 
going when the rest have 
stopped, ->«*»*' 
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V V] the Third Plan,'target Qf 20 million tom pf additional ''coed production in the public fecial, .J 
V million tons are expected to -be raked by the Singarehi collieries in Andhra and the remaining Yl~mUlwn 
c tons by the National Coal Pevelopmgnt Corporation. The NCDC is thus almost entirely responsible for coal 
jjr development in the % public * sector. * , 

' Howve^'dt tyednet the ptgpi of 33 million tons jor 1965-66, the actual output of coal by the NCDC 
in The second year* of the Third Httn. ipai 6nty.‘9',&6 million tons, it is, therefore, very much on the cards 
that the 'taffHc sector programme for coal may fail to fulfil the Third Plan target as happened in the Second 
Plan. ’ 1 ’ ; ' . • *. 1 * * 


the reuso 


fhg wuitysis of the latest Estimates Cot) 
tasom for lhc H Corporation’s disappointing 
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performance. 


T’Hfc thirty-second report (March 
1963) of the Estimates Com¬ 
mittee of the Third Lok Sabha oa 
die National Coal Development, 
Corporation* is an informative arid 
useful document ,ou the public sec¬ 
tor coal industry. It can be divid¬ 
ed into three parts : 

(a) chapters l'to 6 concerning 
the production and washing of -cais, 
the two main functions of the 

NCDC; , ' , 

(b) chapter 7 dealing with the 
organisation of the Corporation; 
and, 

(c) cliapters 8 and -9 devoted 
to the problems of finance and ol 
welfare of employees. 

The NCDC was set up, following 
the recommendations of the Rail¬ 
way Collieries Enquiry Committee 
(1949) and of the Estimates Com¬ 
mittee (Fifteenth Report, First Lok 
Sabha), as a limited company, in 
September 1956 with an authorised 
capital of Re 50 crores subscribed 
entirely by the Government of India, 
It was charged with pianagifig the 
then eleven State collieries and 
opening new mines since the Indus¬ 
trial Policy Resolution of 1956 
listed coal in schedule A among 
industries' the future development 
of which was to be the exclusive 
■ csponsibilfty of the State. 

juggling with Figures 

The NCDC add the 1 private colli- 
' l ies were assigned 10.50* million 
tons and’ W) k; 01 ion tens of addi¬ 
tional output /respectively in the 
last year of the Second. PI>n, the 
latter “from their easting forkings 
;| nd immediately contiguous areas’ 1 


(see Table 1). Althptigh the Second 
Platt specifically laid, down that “m 
future the policy otf retaining alJ 
pew undertakings in. coal in ‘ the 
public sectPr should be more strict¬ 
ly followed”, and that, “expansion 
of production * by the establishnWnt 
of new collieries wilj be undertaken 
wholly in the public sector”, of the 
49 new areas a i lowed to the private! 
sector during the Second Plan 24 
were non-oontiguous. No doubt, the 
Second Plan did not, completely 
rule oiit the establishment of nevy 
units kt the private sector “when 
the national interests so required”,. 
But this created uncertainty which, 
according to the, Estimates Commi¬ 
ttee, “is not conducive , to the proper 
development of the industry”. The 
Committee has, therefore, suggested 
that , the Government should make a 
definite statement of policy in re¬ 
gard to future development of coal. 

The NCDC’s actual production in 
1960-61 was only 8.05 million tons 
and fell short of the target of 13.50. 
rpillion tons. But by S strange, 
interpretation of the. target of pro¬ 
duction to mean the rate of produc¬ 
tion in the last .quarter of the last 
year of the Second '.Plan, i e, in 
January-March 1961, the Corpora¬ 
tion claimed in its fifth Annual Re¬ 
port (1960-61) that it not only 
reached its Second Plan target but 
slightly exceeded !t (see Table 2)V 
The Ministry of Mines and Fuel did 
not consult, the, Planning Commis¬ 
sion in deciding upon this interpre¬ 
tation, “which. does not appear to 
have any. rationale behind it” since 
“it is well knoWn 'that targets of 
production of coal laid down in the 
* Plans arte estimated on the basis of 

At - 


the annual requirements of the vari¬ 
ous industries’. 

Third Pl«n Target Too High 

The NCDC’s attempt to inflate 
output in the Iasi few months of the 
Second Plan had disastrous corn** 
queoees. The resulting accumulation 
of stocks (8 lakh tons and 16.76- 
lakh tons in January and March 
1961, respectively) increased the 
risk of loss by fire, pilferage and 
deterioration in quality. “‘The actual 
loss due to those factor? was esti¬ 
mated at Re* 16 lakhs. In addition, 
to clear the accumulated, stocks, a 
deliberate decision was taken by the 

Table 1 : Second .Plan Coal Target* 


.a .a 


Sector 

1 Actual 
Production 
1955-56 

:n ’ 

3 35 

111 
H ft. — 

(million 

tons) 


Public {Sector 

it 


(i) Existing Stair 



Collieries 

' 


(NCDC) , ' 

10 

3.50 

(ii) New Mines 



.(NCDC) - 


lO.OO 

(ill) Singareni Collieries 1-.5 

3.00 

Private Sector 

33.9 

43,50’ 

Total * 

38.4 

60.00 


Table 2 : 

NCDC*. Output, January- 


March 1961 


Actual 

Annual Rate 


Production 

of Production 

‘ ; 

(lakh tons) 

(million tons ) 

January 

10.40 ’ 

12.48 

February 

10.89 

13.07 

’March .» 

12.97 

,15.55 

Total 

34.26 

-—- 

13.70 
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management to restrict prod u ct i o n 
in the following year” (1961-62) to 
6,05 million tons. The Estimates 
Committee concludes, therefore, 
that "it was neither proper nor pru¬ 
dent to have resorted to accelerated 
production in the last quarter of 
1960-61” and hopes that such waste¬ 
ful decisions would be avoided in 
future. 

Table 3 gives the NCDC’s targets 
for the Third Plan and actual pro¬ 
duction in die first two years of 
Plan. The immensity of the task 
of raising its annual production 
from 8 million tons in 1960-61 to 
33 million tons in 1965-66 is ob¬ 
vious, particularly as this depends 
on “extraneous factors like timely 
provision of railway siding facili¬ 
ties, adequate supply of wagons, 
power supply, lifting of coal by 
certain thermal power stations from 
connected collieries and commission¬ 
ing of washeries as scheduled”. 
Against these ambitious targets, 
even in the second year of the Third 
Plan the production was only 8.30 
million tons. (The coai target for 
the Third Plan is 97 million tons, 
of which the share of the NCDC is 
fixed at 30.5 million tons. The 
NCDC has. however, fixed a higher 
target for itself). 

Tuble 3 : NCDC* Production Target* 
and Actual Production 


Year 


Annual Targets 
V* S B 


Actual 

Production 


Us* 

«a It 

H-aJ| 

■3 

a > 

'So'Eo § rr 
■ C _ S « ® 


1 

“TsS 

1.1 a 

T3 *. 


< 2 . 5=2 


1961-62 

(million 

5.86 

tons) 

6.05 

1962-63 

1(1.61 

12.60 

3.61* 

1963-64 

18.06 

14.60 


1964-65 

24-35 

18.66 


1965-66 

38.63 

33.50 



* April-September 1962. 

Mistakes Repeated 

A major defect which marked the 
NCDC’s funritioning in the Second 
Plan and which persists is that the 
NCDC makes frequent changes in 
its colliery-wise and field-wise tar¬ 
gets. The Estimates _ Committee jre- 
cognises that "circumstances can 
arise, which may require adjust¬ 


ment* th production programme”, 
yet, “for planned development it » 
essential that year-wise and field- 
wise targets of production are fram¬ 
ed realistically”. 

The Second Plan objectives of 
developing new mines mostly in the 
outlying fields (i e outside Bihar 
and West Bengal) was also not 
achieved to any appreciable extent, 
for, 7 out off the 11 new mines deve¬ 
loped by the NCDC are in Bihar. Of 
the 16 mines proposed to be develop¬ 
ed during the Third Plan, 12 are in 
the outlying fields. It is important 
that the programme of developing 
outlying fields is more assiduously 
pursued than in the Second Plan 
“as this would not only reduce 
haulage of coal over long distances 
hut would also result in regional 
self-sufficiency to a certain extent”. 
However, most of the new mines to 
be developed in the Third Plan are 
even now either at the project re¬ 
port or exploratory stage. Every¬ 
thing points to a repetition of the 
Second Plan experience of long 
delays in commissioning new mines. 
It is necessary to lay down detailed 
schedules of completion of various 
stages of each project so that actual 
progress can be watched and delays 
or difficulties, if any, attended to in 
time. The Estimates Committee has 
pointed out in this connection that 
the NCDC has not even started pre¬ 
paration of the comprehensive com- 
oletion reports required in the 
Third Flap for each maior project 
“giving entire history of the pro¬ 
ject, including mistakes which 
occurred and risks taken, remedial 
measures adopted and lessons drawn 
so that such a report might serve 
as a reference hook and guide to 
engineers charged with thp execu¬ 
tion of similar projects in future". 

Coal Washeries 

Expansion of steel production in 
the Second Plan required the esta¬ 
blishment of capacity for washine 
11.63 million tons of raw coal 18.1 
million tons ip terms of washed 
coal). Part .of this capacity — 
6.03 million tons (4.1 million tons 
in terms of washed coal) — was 
established during the Second Plan. 
NCDC was responsible for the 
washeries at Kargali and Korba. 
The Korha washery had to be aban¬ 
doned after incurring an expendi¬ 
ture of Rs 5-95 lakh on preparation 


of the project report by Tiaiprow 
export, USSR. The Estimates Com¬ 
mittee is critical of the fact dial 
“the economics of the project were 
not fully gone into by the Corpora¬ 
tion before entering into contract 
for the project report”. There was 
a delay of 10 months in commis¬ 
sioning the Kargali waahery, and the 
percentage of output to rated capa¬ 
city rose from 27 in 1958-59 to only 
60 in 1961-62. No project report 
was prepared and the contract en¬ 
tered into with the Japanese firm 
was defective as “it did not pro¬ 
vide for the performance guarantee 
of^tbe integrated plant and hence 
they could not be held responsible 
for ensuring the rated throughput”. 
Further, very heavy expenditure on 
repairs and maintenance has had to 
be incurred. The staff employed 
was nearly double that estimated 
by the contractors, and there was 
no proper utilisation of middlings 
and rejects. 

The Estimates Committee has re¬ 
commended that the Government 
should examine the desirability of 
equipping all new mines with 
washeries as is the normal practice 
in the developed countries. It has 
also suggested that the feasibility 
of the NCDC managing all wash¬ 
eries in the public sector should be 
carefully considered since, in any 
case, all the new washeries to be 
set up in the Third Plan will he 
managed by it. (At present four 
washeries are managed by Hindu¬ 
stan Steel). 

Foreign Collaboration 

The Estimates Committee makes 
the following observations after a 
scrutiny of the NCDC’s agreements 
with foreign collaborators: “The 
existing practice under which the 
entire work relating to a project, 
including the preparation of pro¬ 
ject reports, working drawings, de¬ 
signs. etc. is done by the foreign 
collaborators, even though the Cor- 
noration has the necessary technical 
know-how to do it. has many draw¬ 
backs. First, our own engineers 
would not be trained in those com¬ 
plex and difficult tasks, and vain 
the necessary confidence which 
comes from practical exrwsnenee. 
Secondly, it entails considerable 
Avoidable expenditure of foreign 
exchange On the preparation of pro¬ 
ject reports, etc, as well as on de- 
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putafion of technicians from'apd -* 0 ;Ptau» project! 
the collaborating. countries' to settle As orach si 
detail* of apeci&cations”. The. Cotn ; machinery required' by the < NCDC 
mlttee recctonfends tfeat -foreign in the Second Pliuv had to be ,im- 
technical, personnel should fee used- ported.- Since the requirements '"of 
only when the flecCsSaty expertise machinery and equipment during 

is not available at home' end even the Third Plan! an; about 'three 

theh their Use should be kept to a times as large, the importance of 
minimum. . It also suggests simpli- stepping up domestic manufacture 
fication of the, .agreements with cannot be exaggerated. The die- 
foreign collaborators to avoid delays appointing working of the Central 
in approving project reports, the 'Workshop at Barkakhana deserves 
inclusion of a penalty clause in the mention in .this connection. The 
agreements and the formation of a workshop’s output of spare parts 
special cell for scrutinising agree- was only 50 ■ per cent of the esti- 

raents with foreign firms 'with a mate‘for 1961-62 and the labour 

vieW to . ensuring uniformity of employed was thrice that of similar 
practice-in all public undertakings, units elsewhere. r 

The Committee then proceeds to The Estimates Committee has re¬ 
analyse f mechanisation, transport, commended that the Government 
power supply ' and other matters should review the - working of the 
related to production and washing coke plant at Giridih where, output 
of coal. Regarding mechanisation has been declining from year, to 
they approvingly quote the follow- year while the annual recurring ex- 
ing observation of Mr Longden, a penditure has remained at the same 
member of the National Coal Board, level, exceeding sales "by about' Rs 
U K, who visited the mines of the 5 to 7 lakh every year. The Coin- 
Corporation . in July I960:. “In mittee has also questioned the need 
developing both the new mines and for a separate printing press for 
the new quarries the NCDC has, as the NCDC at Ranchi and suggested 
a matter of policy, decided to- me- the pooling pf the printing require- 
chanise operation to the greatest ments .of all public undertakings, 
possible extent, and it has -spent It has urged the NCDC to plan coal 
very large sums on acquiring some production on tile basis of .the avail- 
really first-class equipment. Having ability of transport and siding 
adopted this policy, it is, in my facilities so as to avoid detention of 
view, essential that the equipment wages, 
should be used to the best possible 
advantage, which means: (1) it II 

must, be operated with the minimum 
of labour and at maximum capacity; 

(2) the machines must be kept run¬ 
ning for the maximum number of 
hours in. the twenty-four; (3) there 
must be a first-class maintenance 
service to back up these needs; and 
(4) there must be transport facilities 
for getting the coal away from the 
site with the least possible delay”. 


r>. . 'h isi,. J>' 

} j « • . 

*’i «*■_, A 

’*» * I lr. * . 

ja <dli dying unused. 
89 , “ pt>r cent of the 



Idle Capacity 

The Committee estimates that idle 
rapacity di men and equipment in 
the NCDC was 15 per cent in 1959- 


Organisation and Administration 

The prganisatibnal and administ¬ 
rative problems of the NCDC have 
been analysed under the following 
heads: 

(i) Board of Directors; 

• (ii) Organisational set-up; 

(iii) Liaison offices; 

(iv) Government control; 

(v) Participation- of State Gov- , 

erntnents; and 
. Ivi) Personnel matters. 

, Tfee NCDC’s Board of Directors 
is. composed of two nOn-officials in- 


60 , 27 per cent in 1960-61, 55 ,’per eluding the chairman and five offi- 
cent in -1961-62 and 41 f per cent in . cials, not counting the Managing 
the first six months of 1962-63. It Director.. No director excepting the 
has recommended ah expert enquiry Coal Mining Adviser to the Minister 
with a view to reducing such large appears to have shy. experience of 
-<cale wastage of capacity. The " the coal industry. The members of 
Committee . also, emphasises that .the Board of the - National Coal 
greater care should be exercised in Board in TJ K are appointed by the 
"denting .machinery as'much of Minister from amongst • persons 
the new plant and machinery “appearing to him to be qualified 
mported frqm abroad for Second as .having had experience of and 


having shown 'capacity fo* 
trial commercial or-financed mat 
ters, applied science, administration 
' or organisation.” Referring t6 the 
, practice ih U K, die Fuel Minister 
had said in the ■ Lok Sabha on 
August 13, 1959 that, “the principle 
is unexceptionable. The, only diffi¬ 
culty is a real one of finding appro- 
. priate men from those technical 
fields who - Could be' put in these 
positions”. The Estimates Commit¬ 
tee is not convinced of the necessity 
of representatives op the Board, 
other than from the administrative 
and Finance Ministries and points 
out that the representative of the 

Railways attended ' only 17 out of 
33 meetings held during the fast 
three years. 

The Committee suggests that the 
functions of the Board of Directors 
should include “(a) formulating* 
policy; (b) coordinating effectively 
its execution; (c) evaluating the. 
performance of management; (d) 
stimulating developments; (e) rais¬ 
ing the standards of management; 
(f) collecting and disseminating 
information and new ideas; (g) 
establishing common executive and 
administrative practices; and (h) 
ensuring proper accounting and 
efficient utilisation of finances”. The 
Board,, of the NCDC has only one 
full-time member out-of eight; the 
National Coal Board in U K has, 
eight full-time members out of nine. . 
The Committee, therefore, recom¬ 
mends the appointment of , more 
foil-time members, • 

Decentralisation, How? 

Mr H A Longden of the National 
Coal Board, U K, and M Signard 
(»/ the Charbonnage-dtvFrance, who 
visited , India in the first half of 
1960 ? have pointed out the weak¬ 
nesses - of the organisation of the 
NCDC at the point of - production. 
As a result of the recommendations 
of the NCDC’s Managing Director 
who visited U, K, France and West 
Germany towards the end of 1960, 
the NCDC collieries -were grouped 
into six areas in March 1961, each 
area being placed under., a General 
Manager. The Indian Productivity 
Team in the Report (1961) on its 
visit‘to USA, UK, France and West 
Germany suggested the formation of . 
subsidiary - companies region-wise or 
State-wise On the French pattern 
leaving the Central Body to . con* 
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Engineer Jagtiani thrives on the combination 1 


6 a.m. Engineer Jagtiani pore* ov«r an engineering 
text, absorbed with the problems of stress. T a.m. 
Stress again—a particularly difficult yoga sxsrclss I 
8 p.m. Jagtiani and his wife execute a flawless 
reverse turn to a lively foxtrot ... Engineer Jagtiani 
is a man of many parts, but engineering is his first 
love ‘Nothing to touoh it,’ he says. He should know. 
He has been with Burmah-Shell for thirteen years. 
Hls|ob: Divisional Engineer. 

ROCK, WATER AND QUICK DECISIONS 

Construction and maintenance of service stations, 
maintenance of oil depots—Important links In the 
distribution system—and advice to customers on 
their oil storage plans are among Jagtianl’s respon¬ 
sibilities. He assists In the planning of service 
stations, then brings the promise in a blueprint to 


Ilfs. During construction, problems often arise which 
require intelligent, on-the-spot solutions ‘Start 
digging,’ Jagtiani says, ‘and anything can happen!’ It 
often doss. Hard rock at three feet .. .water at six 1 
Ha takas it all in his stride. 

T0OAV, A8 EVER, PEOPLE LIKE JAGTIANI 
ARE WORKING FOR YOU 

Jagtiani belongs to a family of engineers. All four of 
his brothers are engineers and his 3 year old son 
already shows mechanical skill 1 

Jagtiani and people like him—at all levels of respon¬ 
sibility—are Surmah-Shell. Today, as ever, they are 
hard at work.. .working to ensure that vital petroleum 
products, essential to India’s growth and progress, 
are brought to you at the right place and time, In the 
right quantities. 


BURMAH-SHELL are People in the service of the People 
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centrate on policy making, planning 
direction and over-all supervision. 
A* tie Productivity Team and the 
Managing Director do not agree on 
thus question, the Estimates Com¬ 
mittee has suggested a fresh review 
of the organisational set-up. 

The NCDC has liaison-offices at 
Calcutta and New Delhi. Twelve 
other public undertakings also have 
their liaison offices in New Delhi. 
The Committee has suggested a re¬ 
view of the need for the expensive 
liaison offices set up mainly for 
chasing files at the Secretariat 

As regards participation of State 
Government in the exploitation of 
coal, the Committee feels that the 
Central Government should state its 
policy clearly. At present the 
Centre’s attitude is ambivalent. 
Thus whereas it has entered into a 
partnership with Madhya Pradesh 
for the Korba mine, West Bengal 
has been allowed to develop its own 
projects. 

The Estimates Committee pulls 
up the NCDC for the higher-thau- 
average absenteeism in its collieries. 
It has also pointed out that between 
1960 and 1962 the staff had actu¬ 
ally increased while total produc¬ 
tion had fallen. The increase in 
the number of officers was as high 
as 34 per cent and promotions had 
been given “without regard to even 
the minimum length of service re¬ 
quired to be rendered by an officer 
in the lower grades”. The Commit¬ 
tee has reiterated its earlier sugges¬ 
tion (39th report; First Lok Sabha) 
for a separate Personnel Commis¬ 
sion for public sector undertakings. 

Ill 

Finance 

Investment by the Central Gov¬ 
ernment in the NCDC during the 
Second Plan was Rs 42.35 crores 
' Rs 18.90 crores contribution to 
capital plus Rs 23.45 crores long¬ 
term loans). The outlay on the 
NCDC envisaged in the Third JPlan 
is Rs 101 crores but the Corpora¬ 
tion has asked for Rs 166 crores. 
Die Government has tentatively 
a creed to revise the outlay to Rs 
133 crores. 

The Estimates Committee has 
provided some data to judge the 
commercial performance of the 
\CDC face Table 4). In the pri- 
w, te sector the capital-sales ratio 
for 42 selected coal mining com¬ 


panies was 1:0.95 in 1968*61 which 
is in •' marked contrast with the 
highest figure for the NCDC, lt0.35. 
The position in respect of profits 
is no leas discouraging. A recent 
Reserve Bank study showed that 
gross profits as per cent of total 
capital employed and net profits as 
per cent of net worth in 44 coal 
mining companies in the private 
sector were 9 and 8.6, respectively, 
as against the highest figures of 4 
and 4.2, resjfectively, for the NCDC'. 
Even if the two Giridih collieries, 
running at a loss for several years, 
are excluded, gross profits as per 
cent of capital employed comes to 
only 5.7 for the NCDC. An analysis 
of colliery-wise financial results 
shows that 4 of the 11 old collieries 
have been incurring losses during 
1960-62, of which two may be re¬ 
suscitated but two, the Giridih 
collieries, which have been working 
since 1863 need to be closed down. 

Why .No Dividend? 

During 1958-62 the NCDC earned 
a net profit of Rs 157 lakhs, the 
entire amount being carried to the 
Development Reserve Fund. The 
Estimates Committee, however, 
thinks that “since the share capital 
of public undertakings is financed 
from borrowing on which the Gov¬ 
ernment pays an interest ranging 
between 4 and 4£ per cent, it is 
reasonable to expect that they should 
declare some dividend which should 
cover not only the interest charges 
on its share capital but much 
more”. 

The Corporation has been pro¬ 
viding depreciation on the historic 
value of its assets rather than on 
their replacement value. The Coal 
Board in U K followed this practice 
until rccentlv when the replace¬ 
ment cost basis was adopted. The 
Estimates Committee feels that as 
the man-made assets of the coal 
industry are subject to rapid wear 

Table 4 : NCDC* 


(1) Gross Profit as Percentage of 
(a) Total Capital 

fb) Rales 

(c) Capital in Collieries under 
Commercial Production 

(2) Net Profit as Percentage of Net 
Worth 

f 3 V Ratio of Total Capital to Sale* 
(4) Ratio of Capital in, Collieries 
tinder Commercial Production to 
Sales 


and tear, the present bams for cal¬ 
culating depreciation is not satis 
factory and should be re-examined 
by the Government. 

The NCDC met only about 5 per 
cent of the capital expenditure on 
its expansion programme during 
the Second Plan and is expected to 
provide about 20 per cent of the 
outlay in the Third Plan from its 
reserves and surpluses. This raises 
the question of defining surplus 
which, according to the Estimates 
Committee, should mean disposable 
profits for dividend distribution and 
allocation to reserves. The Commit¬ 
tee feels that since public under¬ 
takings have been working for some 
time now and have acquired suffi¬ 
cient experience, the broad princi¬ 
ples regarding their financial obli¬ 
gations should be laid down by the 
Government as early as possible. 

Unbu»ines*-Hke 

The very large book debts out¬ 
standing from customers which 
amount to as much as 55 per cent 
of sales indicate the unbusiness-like 
way in which the NCDC conducts 
its operations. This is deplorable, 
particularly since it borrows large 
sum# of money from the Govern¬ 
ment for working capital. This is 
further corroborated by the accu¬ 
mulation of inventories, which work 
out to about 4 to 6 years’ require¬ 
ments at the present rate of con¬ 
sumption, involving (a) heavy 
foreign exchange expenditure; fb) 
risk of deterioration and pilferage; 
and fc) expenditure on extra store 
godowns and extra staff. The Esti¬ 
mates Committee is critical of the 
sales policy of the NCDC as sales 
are confined to a few big dealers, 
and suggests that “the tendency for 
dealership to get into the hands of 
monopolists should he discouraged 
by public undertakings as far as 
possible”. It also emphasises that 
the NCDC can he made a perma- 


Finuncial Results 


1958-59 

1959-60 

1960-61 

1961-62 

1.5 

1.4 

2.8 

1.26 

5 

6 

11.3 

5.8 


— 

4 

1.7 

2.6 

1.8 

4.2 

.45 

l/0.3ft 

1/0.23 

1/0.25 

1/0.22 


' 1 _ 

1/0.35 

1/0.30 
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-**not remain a 'hewer’ of coal mere¬ 
ly”, find undertakes also ‘‘low tem¬ 
perature carbonisation and other 
ancillary activities like coking of 
,ehal, gasification of coal, pioduc- 
tion of smokeless fuel, manufacture 
of bricks, etc”. 

• As regards welfare of employees, 

, the .Estimates Committee indicates 
the possibility of reduction in the 
Cost of construction of townships. 
It is critical of the slow progress 
. in associating labour with manage¬ 
ment. 1 

It may be pointed out, in conclu- 
■ sion, that though compared to the 
earlier reports of the Estimates 
Committee the analysis of the ope¬ 
rations of the ISCDC in this report 
, is more comprehensive and eon- 


a-iwS"' w.eep.- ?' 

r' T* .. I*.-*'* r-;." ‘ .. 

■**»;?' .... 

structive, Acre is *h' important 
lapse. The Committee’s last report 
on the NCDC '(152nd report. Second 
Lok Sabha) gave an analysis of the 
action taken by the Government on 
the recommendations contained in 
the 93rd Report of the Estimates 
Committee (Second Ixtk -Sabha) on 
the NCDC. It was pointed out 
thgt 53 per cent of the recommenda¬ 
tions had been accepted by the Gov¬ 
ernment. A similar analysis of Gov : 
ernment action on the recommenda¬ 
tions of the 152nd Report should 
haw been included in the present 
report. 


Kathara Coal Waahery 

CONTRACT for setting up 
a coal washery at Kathara in 
Bihar was signed on Monday last 



between ' the National Gpal |>e«*- 
lopment -Corporation gad Tjuhpro- 
mexport, USSR. Under the > con¬ 
tract, the Tjazhpronaexport would 
supply, for-thewasbery, equipment, 
instruments, apparatus and other 
materials- yalirtd..'at Rs. 20.47 mil¬ 
lion (3.89 million .rouble^) put 
of the I ndo- Soviet Rouble Credit 
Agreement of February 1961. 1 

The Kathara washery, • which 
would be one of the biggest units 
in the country, ' would have a 
throughput capacity of three mil¬ 
lion tons of raw blendable coaking 
coal per annum. The detailed pro- 
ject report for the Washery, .pre¬ 
pared by the Soviet designing or¬ 
ganisation Giproshacht, had 1 been 
approved by the NCDC. 



TALL AMBITIONS 

In his first year at school, this 
little chap is aiming high! Time 
flies swiftly; soon the time will 
come for his college educa¬ 
tion . 

When your children are ready 
for college, will you be ready for 
the financial test? It’s never 

V 

too early to start saving for your 
children’s higher education. 

Start saving now by opening an 
account with the State Bank 
of India* vyhere the service is 
prompt, courteous and helpful. 



THE STATE BANK 
OF INDIA 

India’s Leading Bank 
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Voder the Mysore Village Panchayats and Local Boards Act Panchayati Raj institutions have been 
turned into bureaucratic cells. Mere is no organic link between different tiers of Panchayati Raj nor do the 
sources of revenue allocated to each bear any relation to the functions it has been charged with. 

In fact, the Act is so full of shortcomings that what is necessary is not to amend it, but to draft an al¬ 
together new Bill. The recommendations of the Government-appointed Study Team on Panchayati Raj should 
form the bads of the new legislation. 


’J’HE Mysore Village Panchayats 
and Local Boards Act 1959 is 
now lour years old; the working of 
the Act has revealed glaring imper¬ 
fections which affect the basic 
tenets of the Panchayati Raj like 
decentralisation of decision-making 
power, organic relationship between 
different tiers and democratisation 
of administration. The objective of 
increasing people’s involvement in 
the development efforts of the State 
has not been attained because of 
the unrepresentative character of 
the District Development Council. 
The DDC is composed of the De¬ 
puty Commissioner of the District 
as the chairman, all the presidents 
of the Taluka Development Boards, 
Members of Parliament and State 
Assemblies, government officers not 
exceeding 15 in number, a member 
of the scheduled castes and a woman 
member nominated by the Govern¬ 
ment. The inclusion of directly 
elected members in addition to the 
ex officio and nominated members 
would have established a link bet¬ 
ween the DDC and the masses. The 
DDC is not an executive body with 
financial and executive powers but 
an advisory body at the district level 
meeting once in a quarter to review 
the work of the TDBs, scrutinise 
its budget and to attend to “any 
other work entrusted by the Gov¬ 
ernment relating to the work of the 
TDB”. The non-del iberative and 
non-executive nature of the DDC 
has made the third tier super¬ 
fluous. Genuine decision-making 
that is expected from such a body 
is not possible without executive 
powers. 

Under the Act TDBs are com¬ 
posed of members directly elected 
by voters in each taluka. This pre¬ 
cludes the representation of the 
village panchayats on' the TDBs 
which is necessary to link the lower 
and the middle tiers. As for village 
panchayats, villages with popula¬ 


tions not below 1,500 have pancha¬ 
yats, the rest form group panchayats. 
Group panchayats have led to 
groupism in the villages and as a 
consequence the development of 
villages without panchayats has 
suffered considerably. Besides, the 
Act has no provision for the consti¬ 
tution of Myaya Panchayats and 
Gram Sabhas. Gram Sabhas can 
wield considerable influence on the 
activities of the panchayats. The 
objective of “arousing popular con¬ 
sciousness” of Plan programmes 
will be better accomplished if the 
Gram Sabhas are vested with func¬ 
tions like approving the annual 
budget of the panchayat, supervising 
panchayat production plans, 1 etc. 

Functions and Resource* 

Functions assigned in the Act to 
the three tiers do not bear any rela¬ 
tionship with the finances and re¬ 
sources at the command of each. 
The DDC does not have any inde¬ 
pendent sources of revenue nor any 
independent functions. The TDBs 
have certain obligatory functions 
like construction, repair and main¬ 
tenance of public roads, primary 
school buildings, minor irrigation 
works, establishment and manage¬ 
ment of dispensaries, rest houses, 
etc, and certain discretionary func¬ 
tions like running of primary and 
secondary educational institutions, 
encouragement of cooperatives, 
granting of loans to industrial en¬ 
terprises, etc. The statutory separa¬ 
tion of functions into obligatory and 
discretionary has resulted in the com¬ 
plete neglect of discretionary func¬ 
tions which are no less important 
for the economic prosperity of the 
taluka. The main sources of revenue 
of the TDBs are the local cess of 
12 nP in a rupee on land revenue 
and on water rates, a stamp duty 
on transfers of immovable property 

* Dr V S Yyas, “Panchayati Raj in 
Gujarat , The SeonorrUc Wetkly, 
April tS, f963. 


and a tax not exceeding 25 nP per 
animal brought for sale in the 
markets within the jurisdiction of 
TDBs. The TDBs have also a 25 
per cent share in the land revenue 
collection of the taluka, and 5 per 
cent share in that of the State. In 
view of the inelastic sources of re¬ 
venue and the wide functions as¬ 
signed to the TDBs, there has not 
been any significant improvement 
in the development of the taluka 
since the launching of the Pancha¬ 
yati Raj. 

Village panchayats likewise have 
obligatory functions like construc¬ 
tion, repair and maintenance of 
village roads, public wells, allot¬ 
ment of places for storing manure, 
laying out village extensions, etc, 
and discretionary functions of a 
broad nature affecting village life 
and prosperity generally. The pan- 
cfiayatg hav e been assigned other 
‘agency functions’ by the TDBs and 
the Government like execution of 
construction works, distribution of 
irrigation water, management of 
minor forests, pasture and common 
lands. The main sources of reve¬ 
nue of the panchayats are taxes and 
grants. The Act empowers pancha¬ 
yats to impose a building tax not 
exceeding 8 per cent of rental 
value, land tax at the rate of one 
rupee for every 100 sq yards un- 
assessed to agriculture, and tax on 
professions, trades, callings and em¬ 
ployment at specified rates. The 
panchayats also have a 30 per cent 
share in the land revenue collection 
of the village and 5 per cent share 
in that of the State. Although the 
tax coverage appears fairly wide, 
tax receipts invariably fall short of 
dues because of the inefficient reco¬ 
very machinery of the panchayats. 

u 

Study Teadt’a Report 

The study team on Panchayati 
Raj, which recently submitted its 
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Comptny txtcuiivn can 
obtain a free copy of lh» 
booklet by writing oa their 
official letterhead to their 
neaieu Caltcx Office 


One Purchase Officer with a headache cut his 
inventory down from 30 products to only 8! 

The Caltex “Stop-Loss” plan was the headache antidote... 
When each department in a>plant specifies a lubricant it wants 
without reference to the purchases' of other departments, there is 
bound to be a lot of waste and costly oVer-lapping. The Caltex 
“Stop-Loss” programme helps to eliminate this waste of lubrica¬ 
tion by effectively reducing the total plant lubricant inventory. 
Caltex “Stop-Loss" is a complete plan for organising lubrication 
on an efficient basis. There is no other programme like it. 

Find out today how Caltex "Stop-Loss” S'* A 

can specifically stop the problem in your f A \ 

plant. Help your operation to greater profit 

with the Caltex “Stop-Low” Programme. ( cfiSQ^ 
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SAVE FOR SECURITY 








tope** 1 *' tteworkiiig, of die 
ftmehaquu* ‘a^ localSotrda Met,-.. 
ha* l!'Wg|eiji8d ( r;fi!^i«*chi^g' : . -change* ‘ 
Xt» team’s lOtsomnkndfttftws include, 
ginoog, other*, reorgahiaatioa and 
renaming ofthe DOC oa the model 
of the Zilla Parishads of , Msfe.,,. 
rashtra, reconstitution of TDBs by 
making it a • partly directly-elected 
and, partly indirectly-elected body so 
as to link k to the village pfcncHa- ' 
yats, ' and ' constitution of - Gram 
Sabha and Nyaya Panchayats. The. 
team has. also suggested measures 
to strengthen the financial position 
of all the tiers and recommended 
certain criteria for allocation of 
grants-in-aid and other revenue. 

*. * ) 
Hole of Zilla Paruhad 
The team suggests that the third 
tier, the Zilla Parishad, should be 
a more effective body than the DDC 
is today and must consist of direct¬ 
ly-elected members, with a non-offi¬ 
cial as chairman. The District is to 
be divided into electoral divisions 
with a population ranging .from 
35,000 to 50,000 and, one member 
will be-elected from each division. 
Members of Parliament and State 
Legislature, and the Chairman of, 
the District Cooperative Bank will 
be associate members without the 
right to vote. The Zilla Parishad 
will have U chief executive officer of 
the rank of the Deputy Commissioner 
as its Secretary and the president 
of the Parishad will Exercise admi¬ 
nistrative supervision over him. 
He is liable to be withdrawn by 
the State Government if not less 
than two-thirds *of the total number 
of members other than associate 
members vote in favour of such a 
resolution.' The Parishad will have 
development and administrative 
fnnetionj. Under the former are in-., 
eluded administration and manage¬ 
ment of, primary and secondary 
education, opening and maintenance 
of seed farms, maintenance of vete¬ 
rinary hospitals arid dispensaries 
other than district hospitals, consr 
i ruction and maintenance of minor 
irrigation works, registration of co 
operative societies who°e Working 
'nnital does not exceed Ra 5 lakhs, . 
Under administrative functions are 
included cower to incur expendi- 
uire on.'education or medical relief 

2 'Report of the Study, Team,On 
Parichavati Raj’ (Chairman sluS 
Randan Bmiapoa, Dy Minister for 
Cooperation yod Development, Gov* 
emment of Mysore). 
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outsider its i juradiedon,$i. gfiOfel' 
bute‘ to UMMUttaea at aimtl, 
■Statcr or mter-State level* and to 
render financial or ether assistance 
to'any person carrying on work in 
the district related to any of the 
functions of the three tiers. > 

The study team has recommend¬ 
ed that the TUB .should consist of 
partly- directly-elected, mid partly 
ipdifectly-elected members, the 
.latter from among srrembersofdto 
panchayats in the taluka- By far 
the most important recommenda¬ 
tion of the team,u the constitution 
of Nyaya Panehavat and Gram 
Sabha for each' Village panchayat. 
The membership of the Nyaya Pan- 
chayat should be restricted to the 
residents of the village'and each 
pan chayat should elect from among 
its members 5 persons, one being 
a member of the Scheduled Castes, 
Offences like obstruction of and 
encroachment on public streets, 

- grazing lands, etc, offences under 
the Mysore Compulsory Primary 
Education Act like failure to send 
a child to school or employing the 
child in a manner which prevents 
it from attending school, may be 
tried by the Nyaya Panchayats. 

m 

New Sources of Finance 
The team’s recommendations on 
the finances and resources of Pan- 
chayat Raj bodies do not touch 
upon the problem of exploring the 
possibility of imposing new taxes 
in addition to or, in lieu of exist; 
ing ones whose administration is 
found difficult or Whose receipts fall 
shrirt of realisation; This is parti¬ 
cularly important • in the case of 
panchayats. Now that it is the obli¬ 
gatory function,of the panchayats to 
prenare panchayat production plans, 
and production of cereals, etc, is 
likely to go up, them is scope Tor 
the imposition of r grain tax. .The 
grain tax, if levied by the panch.a- 
vats on the’ basis of per acre, yield, 
is sure to increase the-panenavats’ 
resources in kind. If the tax receipts 
are . marketed through "the village 

- cooperatives, tfcJdf tax' wBl achieve 
the dual purpose of increasing the 
resources of the marketing societies 
and stepping up the marketable aur* 

pb»., ; ,:\y ‘; ; 
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tojn pniicSpJe* to Jtatern grants 
,in-aid toPatrehayat Raj .bodies 
by the State. It suggests that the 


edflnt lend revenue collection, k- 
chuRtsg the surcharge, without * 
deduction of the host of collection , 
should be aaigned to the three 
tiers in the following' proportion: - 
village -panchayat* ?0 per cent, ' 
Taluka Development Boards SS 
per , Cent, Zilla Parishads 20 pet 
cent the balance .of 15 per cent 
will be paid into a State Equali- , 
nation. .Fund which is meant to 
make gbod shortfalls in land re¬ 
venue as a result of suspension or 
remission and to assist bodies 
which' have very small resources, 
so a* to reduce inequalities. This 
15 per cent is to be allocated thus: v 
panchayats 5 per cent, TDBs 5 
per cent and Zilla Parishads 5 
per lent. 

Grain Tea 

If the principle of percentage 
distribution of land revenue is 
accepted, poor regions with lower 
land revenue will' get a smaller 
share, and regions with higher 
land revenue will get more Even 
an equalisation grant of 5 per cent 
may riot substantially alter the 
position. A more rational principle 
would be to distribute grants on . 
per cgpita basis. The per capita foti 
mula has to'be linked with the tax¬ 
able capacity of the people residing . 
within the jurisdiction of each tier. 

If this principle is accepted, die 
larger the - population and the 
lower the taxab'e capacity of 
the people,, the higher will be 
the grant. The acceptance of 
this principle will achieve two pur¬ 
poses. First, grants will be made 
contingent upon taX contribution • 
and, second, regions with lower in¬ 
come from land revenue but higher 
income from forestry' or mining 
will not suffer because of their low 
land-revenue share. 

There is also the problem of 
financing the ‘agency functions’ 
assigned to the different tiers. If 
the Zilla Parishad assigns more 
agency functions' to the TDBs and 
Panchavgs, the resources have 
also to be assigned to them to 
carry orit the ‘agency functions’. 
The main sources of revenue for v 
die Zitta Parishad are the consoli¬ 
dated cess of 40 nP in a rupee on 
all items of land revenue, excise 
and other items of State and local 
. Revenue and the tax, on animals , 
brought to its markets.. The team 
has not however examined' die 
financial implicactions of assign- 
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atfcnt* of ‘agency functions’ w die 
different tiers. 

These shortcomings notwith¬ 
standing. the team’s recommen¬ 
dations if accepted by the govern¬ 
ment, will make Panchayati Raj 


fir more «Mtiit* in Mysore. At 
it is, die Village Panchayats and 
Local Boards Met ‘has made a 
mockery of Panchayati Raj and 
has turned Panchayati Raj bodies 
into bureaucratic cells. The in¬ 
troduction of a* altogether new 


bill in dw Hjjjit of die MfcSfr 
recommendations is more desi¬ 
rable than the amendment of die 
existing Act which will create more 
ambiguities and make the task of 
those in charge of implementation 
mere difficult. 


CONDENSED MILK TO COSMETICS 

Milk products or cosmetics, lubricants or 
vanaspati, paints or pharmaceuticals, pro¬ 
cessed food or printing inks, wide is the range 
of industries served by tin containers manu¬ 
factured by Poysha. Though young in years, 
they are already one of the leading tin con¬ 
tainer manufacturers in the country. Over 
the last four years their turnover has 
increased by about 70% annually ■ A great 
deal has been achieved in such a short time 


because at Poysha the emphasis is always 
on quality and service. At every stage of 
manufacture quality control is exercised by 
technicians, working with modern equip¬ 
ment. Service begins even before the order 
is placed and ends o nly when canning is 
completed. 

FOR PERFECT PROTECTIVE PACKAGING 1 H HI 
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Performance 


/TIWJH . PaW Stre* managed 

to pat ongfinner appearance • 
last Week, there Wat no significant 
cjj»Bttge in the. general pattern of 
trading and the overall performance , 
could well be described aspstchy. 
Activity continued to be purely 
professional and interest remained 1 
extremely selective. Speculative 
interest- last Week'centred mostly 
on Century ahd Hindustan Motor 
thoogh~ Indian Iron, Tata Steel, 
Telco, National Raytm and Kohinoor 
also received, fair attention. Des¬ 
pite sustained ‘ selective profes¬ 
sional Support, interest in cleared 
securities has not broadened to , any 
noticeable extent. Persistent re¬ 
ports 'Suggesting that the Finance, 
Minister Krishnamachari will soon 
take up some positive measures to 
tone up the sluggish economy have 
no doubt encouraged a few pro¬ 
fessional operators to' 4 bulJ’ the mar¬ 
ket but they have failed to impart 
steadiness to the market in nbn- 
cleared securities, popularly known 
as the cash market. Kilachapd’s 
Synthetic and Chemicals which once 
enjoyed a premium of about Rs 250 
is now quoted below par. Per¬ 
manent Magnet has suffered a siz¬ 
able decline since Shri Morarji 
Desai handed over the Finance 
Ministry to T T K. The list can be 
easily multiplied. 

The volume of speculative activity 
being still small, the technical posi¬ 
tion of the 'market seems ’fairly 
sound. There hg» come about ah 
appreciable decline in the floating 
stocks of several scrips due to, sus¬ 
tained buying by the Life Insur¬ 
ance Corporation. And the feeling 
is gaining ground that TTK would - 
soon take effective steps to revita¬ 
lise the economy. , A beginning is 
likely to be made with the liberali¬ 
sation of credit facilities. Pro¬ 
fessional operators could have' 
easily exploited such a situation if 
they could be reasonably sure of 
attracting outside public to parti¬ 
cipate, in the gams. But the public 
■’eerns completely, indifferent to the 
«p and down movements in equities 
«nd is unwilling to risk money in;, 
face of the continuing ■ political 
uncertainty. The uncertainty has 


increased with the mounting ten¬ 
sion on the Assam-East .Pakistan 
border following oeasdess firing by 
the ’East Pakistani forces. If the 
border situation deteriorates farther 
it is bound, to tell on the stock 
market. Political uncertainty W 
the -biggest obstacle to a revival of 
confidence in the investment market. 

Cotton 

Price* Drift Lower 

d?OTTt)N futures continue to 
drift lower. After an early rise 
from Rs 1592.75 to Rs 697.50 the 
March contract moved down to 
Rs 689.25, a new low in the current 
downward phase, and later recovered 
to Rs 694.50 before winding up the 
week virtually unchanged at Rs 693. 
The rallies were essentially techni¬ 
cal, caused mainly by corrective 
profit realising, though short cover¬ 
ing earlier in the week: was due 
partly to some anxiety about the 
weather- Last week’s decline took 
the March contract fairly close to 
its'31st July low of Rs 686:50—the 
lowest level recorded - so , far. The 
market might take support around 
its July bottom but there is little 
doubt* that prices will move down 
substantially if the weather does not 
turn unkind in coming weeks. Who 
can predict the weather? 

Except, for, some scattered parts 
of the Punjab, Marathwada and 
its adjacent areas of C P and 
Beraf, weather conditions elsewhere 
have been almost ideal. Buri 
American, L 147, Jarilla and 197/3 
have, no doubt, suffered because of 
Excessive moisture but the damage 
is. not .such as to cause any-signi¬ 
ficant change hr general outlook for 
the 1963-64 crop, which, on cur¬ 
rent indications, is estimated around 
58/59 lakh hales. Of course, • the 
crop is not yet free from the vaga¬ 
ries of, the weather. Last week of 
September and the first week of 
October are generally regarded as 
the most critical period for the 
Cotton crop. While it is still prt-, 
mature to talk about the crop very 
confidently, one can be reasonably 
certain about a substantial fall in 
cotton prices even if. the new crop 
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turns out to be os good as -the last 
one. 

In the context of a possible plen¬ 
tiful supply, it is meaningless fo 
talk about an upward revision of 
eeih|tig prices as representatives of 
cotton growers in die Parliament 
have been doing. The prices of 
Indian cotton are fairly high com¬ 
pared to prices of comparable cot- 
, tons in the. real of the world. That 
high prices of cotton do not bene¬ 
fit growers as prices are usually 
depressed at the time growers take 
their ‘kapas' to the market is no 
argument for a revision of oriling 
prices,.. Wbat is needed in such 
a situation is to strengthen the 
holding power of the farmer, re¬ 
duce the cost of marketing, stream¬ 
line the cost structure for farmers 
and Jast, but not the least important, 
to help the. farmer improve the 
yield peT acre. 

The trade has every reason to 
feel happy over the assurance given 
by Shri Manubhai Shah that com¬ 
pulsory survey system and die 
supervisory scheme will be reviewed 
and modified at the appropriate 
time. It bears repetition that there 
• is no sense in having compulsory 
survey and supervisory scheme when 
cotton prices keep substantially be¬ 
low the statutory ceiling. To retain 
compulsory survey and supervisory 
scheme even when prices keep much 
below the ceiling rates would ex¬ 
pose the Government to the charge 
that it is interested in prepetual- 
ing certain vested interest to the 
detriment of the general trade. 

Imports, Exports 

Listless conditions prevailed in 
the spot cotton market throughout 
last Week., Business was at an ex¬ 
tremely low ebb and the general 
tendency was subdued though 
prices • were mostly unchanged 
around the previous week’s levels, 
Apart from the fact that most mills 
are carrying fairly large stocks 
with them, there is a general ten¬ 
dency on the part of the mills to 
keep off the market because of ex- 

S sctatioms of a bumper crop. 

ardly any export business is re¬ 
ported to have been put through in 
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Bengal Deehi since tbe announce¬ 
ment of tbe export quota as prices 
offered by the overseas buyers era 
lower than the prevailing Indian' 
prices. 

Imports of cotton during 1962- 
63 (year ending 31st August) are 
placed at 8,19,966 bales as against 
8,70,595 hales in the previous 
season. The break-up figures are 
American 3,99,029 bales (2,99,336), 
Sudan 1,60,245 (1,96,078), Egyptian 
1,28,085 (94,707), East African 

68,110 (1,60,855), Pakistan 47,799 
(90,304) and others 16,642 bales 
(29,313 bales). Exports during the 
season totalled 3,30,633 bales against 
3,28.789 bales in the previous sea¬ 
son. As usual Japan accounted 
for a major share of this ‘trade 
lifting 2,72,587 bales (2,48,788) to 
be followed by tbe Continent with 

27,234 bales (30,520), U.S.A. 14,176 
019,296), Hong Kong 10,493 
(24,679), U.K. 4,676 (4,601) and 
others 1,467 bales (905 bales). 
Export quotas issued during the 
season amounted to 3 lakh bales 
comprising 2.75 lakh bales of 
Deshi and 25,000 bales of cotton 
stapling 3/4” and below. Exports 
of zoda and yellow pickings con¬ 
tinued to be allowed freely during 
the season. 

Oilseeds 

Seasonal Decline Underway 

r pHERE was nothing very exciting 
about the up and down move¬ 
ments in oilseeds futures. Fluctua¬ 
tions were narrow, with groundnut 
January moving between fis 218.50 
and Rs 214.87, castor March bet¬ 
ween Rs 166.25 and Rs 164.25 
and linseed March between Rs 
37.06 and Rs 36.44. Cottonseed 
futures were virtually neglected and 
were quoted nominally around 
Rs 96. The market’s general ten¬ 
dency was subdued due to lack of 
fresh support and moderate bear 
pleasure which was particularly 
marked in groundnut. Wednesday’s 
closing prices were only slightly 
above the week’s lowest. 

The trading pattern of groundnut 
futures indicated the beginning of 
the normal seasonal decline. It is 
difficult to say how far the decline 
might go and how long this trend 
will last because quite a good deal 
depends on the size of the new crop 
and the Government's export policy 
for grbtrodnut oil. But considering 
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that the new crop is progressing 
very satisfactorily and it might 
well exceed last season’s outturn, 
groundnut prices could be expected 
to register a sizeable decline from the 
current levels. Hitherto, new crop 
groundnut futures had managed 
to hold firnt because of the remark¬ 
able strength in the spot material. 
But the mood seems to have changed 
and the market’s attention has now 
shifted from current scarcity to 
abundant prospective supplies. In 
the ready section also, the buying 
fervour has subsided and prices 
have developed a somewhat soft 
tendency though the decline is still 
limited due to poor offerings. 
Crushers and vanaspati manufac¬ 
turers are now restricting their 
purchases to their barest require¬ 
ments. 

Export houses reported fairly 
good business in groundnut extrac¬ 
tions last week. Poland pur¬ 
chased nearly 4,500 tons at around 
Rs 393/395 per tonne. The U K 
also figured as an important buyer 
and paid £ 35-15 to £ 36 per ton 
for October shipment, £ 35-15 to 


£ 35-74 for November, £ 35-74 -to 
£ 34-10 for December. January- 
February-March position was quoted 
between £ 33-174 and £ 33-10. 
Unconfirmed reports also indicat¬ 
ed .some business with East Ger¬ 
many- Even though export of 
groundnut extractions has bran 
going on very nicely, setting new 
records every year, the Govern¬ 
ment of India has enhanced the 
incentive enabling extraction ma¬ 
nufacturers to import certain 
machinery and chemicals up to 3 
per cent instead of the present 1 
per cent of the fob value of their 
exports. This has raised expecta¬ 
tions that the Government might 
step up the export incentive for 
crude groundnut oil. Apart from 
extractions, some business was also 
reported in groundnut H P S Bold 
at around £ 84 U K. Hardly any 
fresh export business was reported 
in groundnut oil though shippers 
made mention of inquiries from 
Canary Island. The U K was said 
to have purchased some 400 to 500 
tons each of castor oil and cotton¬ 
seed cake. The price fetched by 



"DON'T KILL 
THE GOOSE 
THAT LAYS 
GOLDEN EGGS” 
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Th« goose that lays (olden eggs Is the export market. 

There Is i growing demand for quality engineering goods 
made In India—goods that are earning both 
reputation and valuable foreign exchange for India. 

It It not a very easy market. One order from abroad is a 
great opportunity for an exporter to develop Into a 
long-term business relationship— provided he continues to ■ 
supply quality goods, prompt service, competitive prices 
and service facilities. 


Integrity Pays Dividends 

ENGINEERING EXPORT PROMOTION COUNCIL 

Mb Enctaeae (7th floor), atom*-* 
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castor"- oil Commercial was men* 
tinned around £ 107 while decor¬ 
ticated cottonseed cake realised 
about £ SI per ton. Stray deals 
were also reported in linseed cake 
around £ 36-10 to £ 37 but linseed 
oil continued to be neglected* Re¬ 
liable reports indicate that the Gov¬ 
ernment has still to make up its 
mind on the question of liberalising 
the export incentive scheme for 

Business Notes 


linseed oil and castor oil. Mean* 
while, the Union Minister for In¬ 
ternational Trade has made it known 
that quality control will soon be 
made compulsory in respect of 
vegetable oil exports. This is as 
it should be. Quality cpo^Nil; is 
essential in order to asA^e;ii|^^NWt‘ 
seas buyers about the "JglMWty "‘W 
the stuff they buy. 
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Emergency Risks Insurance, inter¬ 
state sales-tax, additional excise 
and customs levies, and rising wage 
bills, all affected production cotes 
and lowered profitability in the 
absence of a compensating in¬ 
crease in cloth prices. The com- 
putsory cloth export scheme in the 
face of severe international com¬ 
petition proved un remunerative, but 
nevertheless the Company’s exports 
have substantially increased. While 
power cuts and breakdowns effect¬ 
ed production both in quality and 
quantity, shortage of coal supplies 
due to transport difficulties raised 
costs. The modernisation pro¬ 
gramme is now being rephased to 
be in line with present conditions 
in the textile inddustry. 

The second rayon section reach¬ 
ed its full productive capacity in 
July 1962 and ib functioning satis¬ 
factorily. In the rayon industry 
also, while production costs have 
been spiralling upwards, rayon yarn 
prices have remained static for the 
last five years. The industry is 
looking forward to the award of 
the Tariff Commission to which 
Government has referred the ques¬ 
tion of price fixation. 

The transparent paper unit 
works at a disadvantage having to 
face competition with similar pro¬ 
ducts manufactured by other pro¬ 
cesses which enjoy a lower excise 
duty. The lower off-talce precludes 
working of the plant at full capa¬ 
city. However with improvements 
and additions to equipment, the 
Directors hope to overcome these 
difficulties and increase sales. 

The Company’s steel-tube project 
has not made headway owing to its 
inability to get the necessary im¬ 
port licence, the industry not being 
on the priority list. The Directors 
are pursuing the matter. 

Import licence for Rs 35 lakhs 
for the spun-pipe project has been 
obtained. Loans have been sanc¬ 
tioned by ICICI and IBRD. Deli¬ 
veries of necessary equipment from 
West Germany are expected to be¬ 
gin from early next year and pro¬ 
duction is expected to start by 
the end of 1964. The Company 
proposes to issue debentures for 
Rs 175 lakhs to meet the financial 
requirements. 

The year’s operations show that 
sales increased by 24 per cent from 
Rs 11.01 crorss to Rs 14.41 crates. 

Mil 


Standard Motor 


FIIJRING the year ended Decem¬ 
ber 31, 1962, Standard Motor 
Products’ production costs have 
increased due to increased .(Over¬ 
heads and greater use of indigen¬ 
ous components which are costifer 
than imported components. The 
end price of a car is fixed by Gov¬ 
ernment without any allowance for 
higher costs of components or for 
the Emergency Risks Insurance. 
The Company has represented to 
the Government seeking an upward 
revision of prices. 

During 1962 the Company ef¬ 
fected sales of the value of Rs 3.66 
crores compared with Rs 3.50 cro- 
i es in the previous year. The net 
profit before taxation, but after 
providing depreciation, amounted 
to Rs 17.42 lakhs as against 
Rs 17.99 lakhs in 1961. Taxation 
absorbed Rs 5.25 lakhs (Rs 8.25 
lakhs); development rebate reserve 
got R6 5.60 lakhs (Rs 2.00 lakhs); 
preference dividend will take away 
Rs 4.06 lakhs (Rs 4.46 lakhs). The 
Directors have recommended ordi¬ 
nary dividend at 6 per cent taxable 
(as against 7 per cent in 1961-|md 
9 per cent in 1960) which will ab¬ 
sorb Rs 2.82 lakhs (Rs 3.29 lakhs) .**" 
The Managing Agents have waived 
their remuneration for the year. 

The Company wants to step up 
production to reduce production 
costs, but due to shortage of foreign 
exchange additional import licences 
are not available and the Company 
has necesarily to depend upon in¬ 
ternal supplies. The Company has 
attained an indigenous content of 
60 per cent which is likely to reach 
65 per cent by the end of 1963. 
With the manufacture of car bo- 
'lies, major import-substitution 
will take place, economies will re¬ 
sult and profitability will improve. 
Drders have been placed for 
(tresses and arrangements are in 


hand for the manufacture of press 
tools. 

The Directors have applied for 
permission to manufacture one-ton 
trucks which are expected to be 
very profitable and Government's 
sanction is awaited. The Govern¬ 
ment has stipulated that the Com¬ 
pany should achieve 90 per cent 
indigenous content by March 1964. 
But till the Company is able to 
build bodies in India, this target 
cannot be reached. The Company 
hopes to manufacture bodies by the 
end of 1964. The scheme of ex¬ 
pansion already in hand and un¬ 
der contemplation will involve an 
additional capita! expenditure of 
about Rs 85 lakhs. In order to 
meet a part of the requirement, the 
Directors propose, subject to the 
sanction of the Controller of Capi¬ 
tal Issues, to raise a further capital 
of Rs 25 lakhs by making a rights 
issue of 2,50,000 ordinary shares 
of Rs 10 each, in cash At par, pay¬ 
able in full On application, on 
the basis of one new ordinary share 
for every Rs 20 of paid up capital 
in the form of ordinary and de¬ 
ferred shares held on the date of 
offer. Standard Triumph Interna¬ 
tional of U K has agreed to subs¬ 
cribe for its right shares of the 
value of Rs 9.22 lakhs in machi¬ 
nery and tooling. 

Keaoram Industries 
'pHE working of the different units 
of Kesoram Industries and 
Cotton Mills during the year ended 
March 31, 1963, is considered 
quite satisfactory by the Directors. 
The results would have been bet¬ 
ter but for the Emergency which 
oreated many difficulties. 

In the textile unit, low off-take of 
cloth in the latter half of the year, 
uptrend in cotton prices, higher 
costs of stores and chemicals, 





Spotlight on 

WB 275 X 

A new superior 

DRILL by ©DRW 


Cool, comfortable WB 273 X i* a new superior 
bleached drill manufactured by B1NNY. It is 
mercerised and bean the 'SANFORIZED' 
registered trade mark. Beat value for money. , 


Buy your requirement! 
oftiNNY fabrics ot 
controlled rates from 
authorised tINNY Stoc¬ 
kists who display this 
sign board. 
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THl RUCXINOHAM A CARNATIC CO. LTD. 
A Subsidiary of RINHY * CO. (MADRAS) LTD. 
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Grftea profit -* ms gone op by W.5 
per bent from Ra 181.03 lakhs to 
20022 lakhs. Net profit alter 
making .necessary ‘provisions is 
higher hyl6.7 per cent at Rs S9.91 
Jakbs. The disposable amount is 

.rgiffP'to 8s 62.27 lakhs by adding,,.2 4 each) The capital is 

back Directors’ ' commission’ * pro- to enable the issuts of 1,, t 
vided in tbe«past Bwt disdNbwed % . ’by *capItaHsing a p*ft 
the Government, ito4 the previous serves .to the extent of f 
year’s balance. An amouht 
Rs 22 -lakhs* is transferred fe 'Gene¬ 
ral Reserve (Rs 30.90 lakhs) and 
lls 40 lakhs to Dividend Reserve 

(nil). ‘The’dividends for, the yea* kitJt ^ 

DWid^T^ierw Pai prSeS ^ ^ifdOOcoffimg^of 1^3,000' 

Dividend- . Reserve, r units of *stodk pf 2 s laoh wUlthere- 

h X ***** itKTe ^ •«'•* 2,056,950.. 
tJt gid R? 25.99 lakhs (itf 2398 ™» ^ rra4C of ^ ital * P"**** 


¥l‘ 

. r 


-'myuyopta." 


tember Z5,Itidian Capper ' ’ Corpo¬ 
ration is seeking the approval of 
its. stockholders to increase the 
capital of the Company from £ 2.0 
million' 'to <£2.1 million by the 
creation of l million new shares of 

raised 


irt the proportion of one newritare 
of 2 .s foE every ;twb units ’of stack- the ^ 
—f 2 s each held as oh ‘ •• -'•'•* 


-of 
5, 1963; 


lakhs at 12 per bent); The Direc¬ 
tors take a' reasonably optimistic 

view of the Company’s, future in 
view of. the efficient working of .the , 
units and the new projects under¬ 
taken. . ' . , , 

Synthetics and Chemicals 

gYNTHETIGS and Chemicals has 
17 changed its , Recounting year 
from April-Merch to January-De- 
cember and -hence its third Annual - 
Accounts cover a period of.only 
nine months ending December 3L 
1962, The Company, has,-during 
this period, incurred, a loss of . 
Rs 8.22 lakhs after providing 
depreciation and taxation. Th- 
vtudiiig the brought forward ba¬ 
lance,, a total loss of Rs 9.39 lakhs 
is carried forward. 


fakhsfor Equity dividend at the 
rate of -10 per cent Us against L2f 
per 'cent in' the previous fear.* 
Fsonrf current indications, the Dir¬ 
ectors expect the working results 
for 1963-64 to be satisfactory. T , 

., -Perl* . karamalai Tea 

.Kgrarfiatai Tea ... and; 
e raiged higher clops of 
and cardamom during 
it ended March 31, 1965. The 
income from* these craps was also 
better at Ra 105.32 lakhs compar¬ 
ed with Rs 97.84 Takfas, But since 
estate and'other expenditure moved 
up from Rs 82.53 lakhs 'to Rs 92.16 
lakh£ the prpfit-realised receded, to. 
Rs 13,17 lakhs from Rs 15.31 lakhs. 
After*.adding other -incomes and 



by the view that the present paid Attep aflftmg other racemes 
up capital does not War a fair pro- 4 Trovuling % all charges and taxa 
portion to the actual capital, cm- v , 0 ,^ P ro W amounted to 

ployed in business. Rs ^-87 lakhs >s‘against Rs 7.79 

• * lakhs in tbo preceding year. Refund- 

the, of agricultural income tax amount- 


To effect the capitalisation, 
transfer books will -be closed from 
November 6 to 13. No* allotment 
■letters will he issued but the Com¬ 
pany will straightaway issue relative 
certificates for the new stock units 
shortly after the allotment. 

t 1 ’ • ' 

Midland Rubber 

'JHE tea crop harvested by Mid¬ 
land Rubber- and 'Produce dur¬ 
ing the year ended Maich 31, 1963, 
exceeded the last.-seakoto’s output, 
hut fell shbrt; jojf expectations due - 
to adverse weaker "oondltiona and 
heavy pest infestation.while pro¬ 
duction cost- was higher, average . 
sale price realised was lower due 
to a general fall in . (he tea market. 
The nd>ber crop turned out to -be 
satisfactory, but here also cost.of’ 
production went up and price rea- 


The Directors state that the 
base plant started working "in'the 
current year, bht the production 

programme suffered a sethacjc ''Sue t __ __ 

to some trouble in a section of the. ( Rsation was lower, 
plant. Thfc Company intends 
order for additional machinery, ** 

The plant, and machinery already 
1 (-reived and now. under' installa¬ 
tion will expand the productive 
rapacity to 30,000 tons and the 
Directors hope that the full rated 
rapacity will be reached, by the 
end of the year; * The preliminary 
test reports indicate that the qua¬ 
lity of the rubWr 'manufactured by , 
the Company compares favourably 
with international standards. Dur¬ 
ing the year the Company has avail- 
p d of an AID loan of Rs 1.16 crores. 


The Directors attribute the .rise 
in production costs to the imple¬ 
mentation of labour agreements 
involving payment of higher wa¬ 
ges, gratuity, compensation, . etc. 
increased ‘excise duty, rise in ma¬ 
nuring costtfi, Expenditure on pest 
control, etc. . 


Indian Copper 

A T : thg Extraordinary General 
tn be held on Sep¬ 


The net profit for the year has 
gone down to Rs 2.98 lakhs com¬ 
pared with Rs 9.0(5 lakhs in the 
previous year. The Directors have 
transferred Rs' 3.05 lakhs from 
Dividend Equalisation Reserve -in 
order to provide Rs 90,000 for 
.taxation,, Rs 2,000 Ior development 
rebate and to pay Rs 1.10 lakhs 


ing td Rs 1.49 lakhs and some other 
items took the disposable surplus 
up to, Rb 9.45 lakhs (Rs 18.44 
lakhs) from which the Directors 
have transferred Rs, 17,500 to 
Development Rebate Reserve, paid ‘ 
‘Golden Jubilee Interim dividend 
at' 2j*per cent and' proposed. a final 
dividend of 124 per cent, the total 
dividend absorbing 'Jffc 8.87 lakhs 
(12| per Cent last year absorbing' 
Rs 7.24 lakhs). 

' . - • ’ ♦ 

The Chairman stated that' the 
Goirtpany had' an all-time record tea 
crop during 4 , the yegr hut the aver- , 
age sale price'.realised showed a 
drop. He feels it Would be prema- 

■ ture to look , for any new records 
this year. The increased excise duty 
on petrol and diesel- oil, the 20 per 
cent surcharge on excise duty, on 

■ tefl * Emer gency Risks Insurance; 
and wilt all affect the Com¬ 
pany’s profits. The Chairman' 
assures, however, that every effort 
is being, made ’to keep down costs . 
wherever possible. * 

Imperial Tobacco 
JMPERIAJ, Tobacco has reduced 
its final dividend on ordinary, 
shares from 4 per cent to 3 per cent 
thereby making the year’s dividend 
8 per cent as against 9 per cent in' 
the previous year. Thp Directors 
have, thought it prudent to cut the 
dividend in view of the impact of 
the 1963-64 JBudget on the financial 
results of the year and on the 


for preference^ dividend, and Rs 4.05 , Company’s future profit expectations. 
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^ Shalimar Superlac Synthetic Enamel and 

* Plastic Emulsion Superlac Synthetic Enamel, available in 3S 

imermixa ble colours, may be applied on almost any surface—Interior or 
exterior— at home or in industry. Superlac Plastic Emulsion brings you 
a fabulous range of colours—easy to apply, odourless, and thoroughly 
washable! Both Shalimar Synthetic Enamel and Plastic Emulsion dry 
fast, have high covering capacities and, like every Shalimar paint, offer 
the sum of four decisive elements —resources, research, know-how, 
quality-control—that guarantee superior quality and performance. 






iaw&sed . !»»»■, ii • 
4$,90 . prores to R# 50.03 ■ crows. 
Profit after ^providing Ha 246 
crow# (Rs 1.77 crorefe) for" taxa¬ 
tion amounts to Rs 1-00 crow# com; 
potpeld , wi% Rs 1:46 crows in the 
previous year, ; Interim dividend 
at .5 per .cent ha# absorbed Rs 7540 
lakhs (same)’Final dividend w*H 
absorb R#, } . 45.48 lakhs (Rs 60.64 
lakh#). The Director# have tran#: 


**■»‘ * t, . . 

■. 1 i ./* f 
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m .SUES ‘ per sham on 14*68j5t) 
shares absorbing Rs 33104 lakhs.- 

The. Amlai Paper Mjll Project of 
the Gompany is progressing well 
.and-is expected to go into prodoc- 
lion before the end of 1964, The 
Directors state that the cost of the 
prqject has gone up considerably 
due mainly to the heavy impactIbf 
increase in' import duties, higher 
freight - charge# and rise hj the 


fa? m 

rifed fofward is, lower at Ra 329 
lakljs (Rs 24.56 lakhs). With a 
paid upordiaary capital of Rs 15.16 
crores, the Company has reserves 
and surplus of Rs 10.71 exores. 

Short term, loans and advances 
aggregate to Rs. 78 lakh# (nil last 


year) 


Gross fixed assets of Rs 
12.70 crores are depreciated to 
Rs 8.60 crores (Rs 8.39 crores) 
while current assets, etc., are higher 
at Rs 23.53 crores (Rs 2123 
crores). , 

Orient Paper 


The Company has filed # Writ 
-. petition with the High Court .of 
Orissa contesting, the validity . of 
tax * assessed and obtained a stay 
, for the realisation of the tax till 
the final disposal of the petition. 

, JAGATITr COTTON 

TTHE Directors of Jagatjit Cotton 
: Textile Mills, Calcutta, state 
that the working of the Mills for the 
year ended January 31, 1963 has been 
quite satisfactory. Production of 
.yam and cloth Improved while the 
high standard of quality and efflcl- 
. ahey was maintained. The turnover, 
however, suffered a slight setback 


T'HE financial results df Orient 
Paper Mills for the year 1 ended 

March 31, 1963 have been weft* f rofa , Ra 37802 lakha »° R « 370 20 
maintaind. This ha# been maftffe lakhs,.due to slack trade conditions 
possible by the increase in pro- and carry-over stocks; but 


duction of paper to 65,000 tons 
from 62,000 thus in the previous 
year. The upward , trend in the 
cost of' raw materials, chemicals, 
power and fuel and in the expen¬ 
ses persisted. Additional excise and 
import duties and sales tax and other 
levies pushed up costs further. Sales 
fetched Rs, 9.01 crores compared 
with Rs. 8.15 crores last year. The 
profit, subject to taxation, amount¬ 
ed to Rs. 140.09 lakhs compared 
with Rs 141.20 lakhs in- the pre¬ 
vious . year. •' As against a taxation 
provision of R» 65 lakhs last year, 
the Directors have set aside this 
year Rs 7Cf lakhs as Deferred Taxa¬ 
tion Reserve, and after allocating 
Rs 2.50 lakhs to Development 
Rebate Reserve, Rs 3 lakhs tp Con¬ 
tingencies Reserve (nil) and Rs' lS 
lakhs to General Reserve (Rs 20 
lakhs), they have tgken Rs 50.91 
lakh* to-Dividend Reserve. It is 
proposed to pay out of the Divi¬ 
dend Reserve, Preference dividend 
a* before absorbing Rs 12.73 lakhs 
and Ordinary dividend on 19,08,725 ! dividend at 8 5 per cent takes, away 


conditions have recently improved. 
The Difectors plead for an increase 
in cloth prices which have become, 
unremunerative on account of the 
rise ip the cost of production. 

The Mills’ exports fell short of its 
expprt obligations of Rs 17 lakhs for 
the July-December 1962 period, and 
so It had to buy' export quotas from 
other mills to avoid the penalty. 

As a result of unremunerative 
prices realised botfi internally and 
^externally, profits have shrunk. The 
pre-tax profit after debiting all 
charge# and expenses including Ma¬ 
naging Agents’ commission and* Di¬ 
rectors' remuneration, has amounted 
to Rs 55 .,95 lakhi > compared with 
Rs- 61:43 lakhs lit the previous .ac¬ 
count- Taxation provision absorbs 
Rs 38 lakhs (Rs 30 lakhs). Develop¬ 
ment rebate reserve gets Rs 3.30 
lakhs (Rs 1.90 lakhs). Transfer to 
General Reserve is pruned to Rs 12 
lakhs (Rs 22,50 lakhs). Preference 


Hares at Rs,2 per share absorbing 
Rs 3847 lakhs. The Company pajd 
in the previous-year a dividend of 


Rs 1.32 lakh#. .Dividend on equity 
shares is proposed at 15 per cent 
absorbing-Rs 6.24 -lakhs. 


r The Balance Sheet shows’Ahat the - 
Company's Reserves and . Surplus 
amount to Ra 1.10 crores including 
a share premium of Rs 18. *0 lakhs 
to support its paid-up capital of'Ra 
94.94 lakhs. Secured and unsecured 
loans are brought down to Rs 90.04 
lakhs front Rs 128.28 crores. Cur¬ 
rent provision and liabilities are low¬ 
er At Rs 111.83 lakhs (lie 143.28 
lakhhk Gross Mock is . depreciated 
from jfe 309.87 lakhs to Ra 192.48 
lakhife' Current assets stand reduced 
from Re 947.42 lakhs, to Rs 234.34 , 
lakh#,. ' 

General Tyre# 

QENERAL TYRES, Calcutta, has 
been granted an industrial 
licenee for the expansion of its in¬ 
stalled capacity to manufacture ■ 
tyre* gnd tubes, from 1.R0 lakh to 
3 lakh pieces, annually. This would 
require ap additional finance of Ra 
1.20 crores for which the Company 
might shortly come out with an 
issue of rights shares. This was 
disclosed by Shri K N Mukherjee, 
Managing Director of National 
Rubber Manufacturers, Managing 
Agents of the Company. 

Th% Company which is now pro-' 
during tyres for cars, trucks and 
buses is presently licenced for a 
capacity of 3 lakh sets of tyres and 
tube# and 6 lakh kg of camel back 
(retreading material) per annum. 
The Company is in technical colla¬ 
boration with Technoexport Foreign 
Trade Corporation, Prague, Cze¬ 
choslovakia, which has supplied the 
necessary plant and machinery of- 
the most advanced type to (his 
Company. The Czech collaborators’ 
who have installed tyte and rubber 
factories in 25 other countries 
have entered into an agreement 
with Ibe Company to purchase 
substantial quantitites of tyres dur¬ 
ing the next few years for saje 
within their country or export out¬ 
side. Besides the Company is free 
to export to any part of the world 
without restriction#. 

A feature of the Company’s pro¬ 
duction is that tyres are manufac¬ 
tured to suit the diverse Indian 
roads and climatic conditions after 
taking into account the result of 
extensive studies , of varying condi- 
tions. Tyres are tested as regards 
their suitability In different areas 
where they are marketed. 
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CURRENT STATISTICS 


* 




BANKING RETURNS 




(Rs cions ) 



Reserve Bank 

Sep 13 

Sep A 

Aug 16 

Sep 14, 
*62 

1 

Note circulation 

2224.41 

2218.88 

2236.43 

2041.70 

2 

Rupee coin 

121.86 

121,50 

119.36 

122.65 

3 

Deposits 






ta) Central Govt 

74.54 

94.54 

57.36 

84.42 


(b) Other Govts 

11.72 

7.76 

16.55 

29.40 


(c) Banks 

92.20 

86.28 

88.63 

84.47 


(d) Others 

158.98 

159.05 

203.12 

160.25 

4 

Foreign securities 

89.46 

89.46 

90.26 

88.34 

ft 

Balance abroad 

7.74 

6.67 

4.28 

5.76 

6 

Rupee securities 

1907.21 

1907.21 

1921.32 

1728.03 

7 

investments 

2 UJ .06 

205.07 

254.41 

193.47 

8 

Doans ana advances 





to UOVta 

47.25 

53.32 

40.17 

24.88 

9 

Other loans and 






advances 

144.28 

150.96 

141.46 

158.92 

Scheduled Banks 

Sep 6 

Aug 30 

Aug 9 

Sep 7, 






’62 

1 

Aggregate 






deposits (net) 

2186.89 

2197.78 

2162.05 

2023,73 


Demand (net i 

956.42 

956.94 

940.84 

791.08 


Time (net) 

1230.47 

1240.84 

1221.21 

1232.65 

2 

Cash in hand 

52.74 

50.80 

51.50 

49.13 

3 

Balance with 






Reserve Bank 

87.84 

88.01 

87.43 

89.10 

4 

(2) !(3) as % 






o t (1) 

6.43 

6.32 

6.43 

6.83 

5 

Borrowings from 






Reserve Bank 

3,0ft 

0.84 

3.11 

42.65 


(a) Against usance 





bins and/or pro- 





mlasory notes 

1.20 


1.95 

21.60 


(b) Others 

1.83 

0.84 

1.16 

21.05 

6 

Advances 

1256.94 

1249.22 

1273.42 

1211.46 


(a) State Bank 

241.58 

237.23 

248.43 

262.81 


(b) Others 

1015.36 

1011.90 

1024.99 

948.64 

7 

Bills discounted 






(a) Imand 

162.97 

159.95 

163.48 

150.13 


(b) Foreign 

53.55 

51.80 

50,66 

50.05 


tc) Total 

216.52 

211.75 

214.14 

200.18 


(1) Btate Bank 

; 15.78 

15.75 

15.81 

14.22 


(11) Others 

200.74 

196.00 

198.33 

185.96 

8 

(8) + (7) as % 






of (1) 

67.38 

66.47 

68.80 

69.74 

9 

Invatment In 






Govt Securities 

738.64 

701,04 

716.13 

681.61 

10 

(9) as % of (1) 

33,78 

34.63 

33.12 

33.68 


Bombay Money Rates 


(Per cent per annum)' 


Call money 

Sep e 

Aug 30 

Aug 7 

Sep 7 

’62 

from Banks 
Deposits 

—* 

1.00 

284 

4.66 

Seven days 

— 

3.00 

3.00 

3.00 

Three months 

— 

— 

3.50 

— 

Six months 

3,75 

3 75 

3.76 

3.75 


INDEX NUMBER OF WHOLESALE PRICES 


i 


i, 



(Base : 

1952-53 = 

= 100) 


Group and Sub-Group 


WEEK 

ENDING 



17.8.63 

10.8.63 

20.7.63 

18.8.62 

Food Article* 

187.5 

138.0 

187.7 

131.2 

Cereals 

116.1 

115.1 

115.3 

109.7 

Pulses 

107.3 

107.9 

110.1 

112.7 

Fruits & Vegetables 

141.0 

144.6 

138.5 

14S.0 

Milk & Ghee 

127.9 

131.1 

129.4 

129.0 

Edible Oils 

151.3 

149.9 

151.3 

160.0 

Fish, Eggs A Meat 

153.1 

151.7 

147.5 

149.3 

Sugar and Gur 

201.0 

197.2 

194.4 

152,3 

Others 

183.5 

187.5 

190.0 

171.0 

Liquor Si Tobacco 

119.6 

110.6 

119.0 

99.6 

Tobacco 

110.7 

116.7 

118.1 

96.1 

Fuel, Power, Light A 





Lubricant*: 

1S7.0 

187.0 

137.1 

122.6 

Industrial Raw- 





Material 

1S8.S 

137.1 

138.2 

189.9 

Fibres 

132.2 

130.9 

129 4 

728.2 

Oilseeds 

153.0 

151.4 

155.9 

161.6 

Minerals 

93.4 

93.4 

93 4 

93.4 

Others 

125.2 

125.1 

124.8 

124.3 

Manufactures 

138.6 

138.7 

1404 

142.8 

intermediate Product* 

130.9 

180.3 

130.6 

128.8 

Finished Products 

129.7 

129.2 

129.0 

126.5 

Textiles 

128.1 

127.4 

1264 

125.1 

Cotton 

135.1 

135.0 

135.0 

129.2 

Jute 

102.5 

101.8 

97.6 

110.7 

Woollen 

156.6 

156.6 

156.6 

141.3 

Silk & Rayon 

140.7 

136.3 

136 7 

131.5 

Metal Products 

163.0 

163.0 

103.0 

161.0 

Chemicals 

117.3 

117.3 

117.2 

114.7 

Oil Cakes 

180.7 

100.4 

170,2 

164.2 

Machinery & Transport 




Equipment 

123.8 

123.8 

123.8 

117 6 

Others 

128.6 

128.4 

128.4 

125.1 

All Commodities 

1358 

135.3 

135.8 

180.0 


Foreign Exchange Reserves 

(lis Lakhn) 


End of 

Amount 

Variations ovr 
the previous 
year/month 

1963: July 

262,25 

— 26.75 

June 

288,99 

— 17,42 

May 

306.41 

+ 11,67 

1962: July 

243,36 

+ 2,11 

June 

241,24 

-9,13 

1962-63 

295,10 

— 2,21 

1961-62 

297,31 

— 6,30 

1960-61 

303,61 

— 59,26 

1959-60 

362,87 

— 16,05 

1958-59 

378,92 

— 42,30 

195/-58 

421,22 

—259,88 

1956-57 

681,10 

—143,51 

1951-52 

786,69 

—164,72 

Source t Reserve Bank 

of India. 



Employment Exchanges 

(In ’000*) 


June ’63 

No of employment 

May *63 

June ’62 

1962 

(Total) 

exchanges! 350 

350 

342 

342 

No of registrations 395.2 
No of vacancies 

358.7 

353.2 

3,844.9 

notified 77.3 

No of applicants placed 

87.7 

67.3 

790.4 

in employment 42.7 

No of applicants on 

46.1 

39.2 

458.1 

live register* t 2,684,7 2,633.2 2,062.9 

* Except number of employment exchange!, 
t At the end of the period. 

2,379.5 

Source i Ministry of Labour and Employment! Government 
of India. 
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Metre Gauge 


£ ■, * RAILWAY WAGOHS tOASm 
. (in Term ©f ’006 AWhwiers) 

Aggregate from April 1 to July 31, 1963 
Broad Geuge 



S 

s 

w>4 

1- 

s 

/I— 

Increase ( + ) 
or decrease ( —) 
percentage 

cn 

8 

1963-64 

_1 

+ ^ 

Revenue-Earning Traffic 







Coal and coke for public 

499.8 

585.0 

+ 17.0 

86.8 

101.6 

+ 17.0 

Grains and pulses 

141.1 

171.0 

+ 21.2 

125,3 

139.8 

+ 11.6 

Oilseeds 

19.0 

21.? 

+ 122 

21.0 

23.1 

+ 9.8 

Raw cotton 

8.2 

8.1 

— 0.63 

7.3 

6.6 

— 9.01 

Cotton manufactured 

3.4 

3.1 

- 8.67 

0.8 

1.0 

+24.1 

Raw Jute 

20.4 

12.8 

-37.0 

20.6 

12.3 

—40.4 

Jute manufactured 

2.1 

2.4 

+ 14.7 

2.6 

2.4 

— 9.36 

Sugar 

24.2 

23.4 

— 3.02 

29.7 

26.6 

— 9.61 

Sugarcane 

11.7 

0.2 

-98.7 

69.4 

1.6 

—76.6 

Cement 

62.2 

72.6 

+ 16.6 

57.5 

57.4 

— 0.2 S 

Iron and steel 







Pig iron 

13.0 

17.0 

+31-0 

2.6 

1.7 

—32.0 

Others 

107.5 

131.7 

+22.5 

23.3 

22.7 

— 2.76 

Tea 

2.9 

2.6 

- 8.50 

4.8 

3.8 

—20.1 

Metallic ore 







Manganese ore 

21.0 

16.0 

-23.8 

5.4 

3.6 

—32.2 

Iron ore 

186.7 

223.1 

+ 19.5 

20.4 

21.0 

+ 2.04 

Others 

9.3 

10.6 

+ 14.3 

9.1 

7.2 

—20.9 

Limestone and dolomite 

87.3 

86.8 

- 0.56 

25.7 

21.8 

—15.3 

Miscellaneous full wagons 

541.3 

606.8 

+ 12.1 

423.4 

460.3 

+ 8.74 

Miscellaneous smalls 

110.6 

108.9 

- 1.69 

93.1 

89.8 

— 3.57 

Non-Revenue Traffic 







Coal for home line 

93.8 

102.8 

+ 9.67 

92.4 

93.1 

+ 0.73 

Coal for other Govt, railways 

and 






manufacturing units 

165.6 

176.4 

+ 6.53 

7.7 

13.3 

+73.7 

Other stores 

64.2 

82.9 

+29.2 

51.7 

69.6 

+34.6 

TOTAL 

2195.0 

2465.4 

+ 12.3 

1180.6 

1180.6 

+ 0.00 

Source : Ministry of Railways 

( Railway Board ) , 

Government 

of India. 





SMALL SAVINGS 


(Rs Lakhf ) 

June'63 May’63 April ’63 June 62 1962-63 1961-62 

_ _ _ Total Total 



R 

o 

R 

O 

R 

O 

R 

O 

R 

O 

R 

O 

Total Small Savings 

— 

— 

29,91 

950,22 

31,13 

947,76 

27,60 

779,23 

361,55 

943,86 

341,48 

872,39 

National Savings Certificates 

5 years 

— 

54 

— - 

55 


.47 

— 

79 

— 

59 

- _ 

86 

7 years 

— 

1,27 

— 

1,32 

— 

1,36 

~~ 

1.79 

— 

1,40 

— 

1,89 

12 years 

... 

43.87 

... 

45,34 

— 

46,75 

— 

61,68 

— 

48,23 

— 

65,52 

National Plan Certificates 

12 years 

— 

361,25 

— 

363,29 

- 

365,43 

5,96 

360,11 

HM8 

368,16 

79,81 

347,96 

10 years 

— 

16,01 

— 

16,05 


16,17 

— 

16.62 

-1 

16,31 

_ 

17,91 

Annuity Certificates 

(15 years) 

> 

3,82 

2 

3,83 


3,83 

i 

3,71 

50 

3,83 

49 

3,63 

Cumulative Time Deposits 

5 years 

44 

8,82 

49 

8,41 

42 

7.95 

26 

4,63 

3,79 

7,55 

2,33 

3,96 

10 years 

19 

4,06 

18 

3,88 

16 

3,71 

11 

2,26 

1.67 

3,56 

1,01 

1.91 

Post Office Savings 

Bank Deposits 

— 

— 

19,68 

345,79 

20,48, 

349,21 

20,27 

331,35 

242,15 

350,82 

241.05 

347,90 


Cash Certificates, Defence 


Savings Certificates and 
Defence Savings Bank 


Deposits -— 

-42,66 

— -42,64 - 

-42,65 

— -42,53 

-42.62 

— -42,43 

1 reasury 

10 years Deposit (31%) — 

18.93 

— 19,37 

19.90 

— 25,53 

20.38 

— 27,50 

Saving* Certificates (4%) — 

60,57 

— 60,62 

60,66 

97 56,56 - 

60,70 

16,79 53,35 

Note : Annual figures relate to 

the year 

beginning April. R = 

Receipts; O 

— Outstandings, 




Source t Accountant General, Poat* and Telegraph* Department, Government of India, and Reserve Bank of India. 
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ggPEL S T K’s Retreat 

Managers for Public Enterprise* 1621 JS the Government still collectively responsible for its policy? The 
WEEKLY NOTES Voice of America agreement had pointedly raised the question 


Sukarno and Malaysia — Kamaraj 
Plan in Action — Amending 
Patents Act — Government’s 
Hands Tied — Goal Uncertain¬ 
ties 1622 

OUR CALCUTTA LETTER 
Management of Public Enterprises: 
Subramaniam Impeded by 
Finance Ministry 1625 

FROM THE LONDON END 
A November Election? 1626 

LETTER FROM SOUTH 

Kerala Storm 1628 

CAPITAL VIEW 
More Headaches for Nehru 

—• Romesh Thapar 1629 

BOOK REVIEW 
Medieval Howrah 


whether the country wag governed by the collective Cabinet decision or 
by so many Ministers, each acting.according to his own light. And 
now the manner in which T T Krishnamachari hag proceeded to 
“modify" his predecessor’s policies appears to confirm that Govern¬ 
ment’s policies are more, those of individual Ministers than of the whole 
Cabinet. 

The Compulsory Deposit Scheme was to cover five categories , di 
people — income tax payers, non-income tax paying salary earners, 
land revenue payers, urban immovable property holders and sales tax 
payers — and had been brought into operation for the first two. It has 
now been decided not to extend the Scheme to the remaining three 
categories and, further, to exempt non tax paying salary earners also — 
in effect, it now continues merely as a relief to tax payers. Thus the 
basic objective of the scheme, which was to cover those sections of die 
population which would not save except under compulsion, has been 
abandoned. 


— Nigel Harris 1633 There was a case for exempting the low income groups from the 

SPECIAL ARTICLES CDS on the ground that since the scheme was introduced the cost of 

^Di^ace^ a Ca ^' tal ' Drift and living has gone up sharply so that in real terms it would now impose 

— 1Z Flibbertigibbet 1631 a far harsher burden than was intended. But T T K’s justifications 

Salazar's Losing Battles -. Angola r °r scrapping the scheme are different and unconvincing. For, neither 

and Portugal the administrative problems nor the State Governments’ recalcitrance 

— Frederick F Clairmonte 1635 could have been unknown to the Government at the time when the 
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scheme was formulated. It has become the usual tiling for the Plan¬ 
ning Commission and the Central Government to periodically chastise 
the States for not pulling their weight in raising revenues and to urge 
them to make the necessary effort; the States’ reluctance to touch that 
holy cow, the agriculturist, is equally well, known. It was hardly 
surprising, therefore, that “many State Governments were far from 
happy” about the CDS; what is astounding is that the Finance Minister 
has given in so tamely. 

If CDS was a fiscal innovation, Gold Control was intended to usher 


in a social revolution, with an economic end. The immediate purpose 
was to check smuggling, but the long term objective was to wean people 
away from the gold habit. It was recognised that the latter was in 
the ultimate analysis essential to the achievement of the first objective. 
Now, not even the most enthusiastic supporter of the Gold Control 
claimed that, as formulated, it measured anywhere up to its revolutionary 


objective. The principal loophole was, of course, that it left gold orna¬ 
ments outside its purview — unlike gold bullion, ornaments were not 


required to be declared. This made both the immediate an 
term objectives so much more difficult to achieve. 


If, then, Gold Control needed to be modified it wa» by making it 
obligatory to declare gold ornaments. Instead now the gripe have been 
widened by allowing the conversion of old jewellery into omainente of 
higher than 14 carat purity. This means that open manufacture of pure 





ir-afc t «S 








fold ornaments will be permitted, 
add since the Government can de¬ 
finitely not keep a continuous check 
on the activities of two or three 
lakh goldsmiths there will be no 
way of ensuring that the now-legal 
manufacture of pure gold orna¬ 
ments will be only out of old 
jewellery and not new gold. In fact, 
the relaxation goes even further and 
insofar as T T K has opened the 
door to “private transactions’* - in 
newly-made pure gold ornaments, 
not only is the task of converting 
smuggled gold into ornaments 
made much less risky but the pro¬ 
blem of disposing of the ornaments 
is also largely solved. 

If the changes in Gold Control 
are inimical to its objectives, 
T T K’s reasons for making them 


are even more .difficult to under¬ 
stand. The permission to convert 
old jewellery intri pure gold orna¬ 
ments will, it is suggested, provide 
employment to goldsmiths who had 
been thrown out of work by Gold 
Control. But wa» it not part of 
the logic of Gold Control (that 
goldsmithing, had ’no place in the 
economy since it sustained itself on 
gold smuggled ipio the cjojjntrv at 
intolerable cost in,, fbritfcn ex¬ 
change? The •_ .relaxation Gold 
Control has also been dictated, ac¬ 
cording to T T K, by deference to 
the “sentiments of the people who 
... have a great deal of attachment 
to gold and gold ornaments”. This 
is a strange argument indeed con¬ 
sidering that it was precisely the 
objective of Gold Control to over- 

France’s Turn 


i ’**V' ..’ll _ . . * 

’ , V. "* ^ v.u A1 ,t Ajj.. 'f, 

Clime tfcfc “attadm®nt w iog©fc| 
among tbb people since links*' t&s 
was done no ambamt <jf admltdstn- 
tive checks and vigilance canid pat 
an end to smuggling. 

It is not unusual lor a Govern¬ 
ment to retract policies once accep¬ 
ted. But when policies are aitowid 
or given up ‘ without sufficient rea¬ 
son with just the change of a Minis¬ 
ter, the , impression is inevitably 
created that they are the creations 
of individual Ministers , rather 
than of the whole Cabinet, ’ftie 
Prime 1 Minister has on various 
occasions in the past sought , to 
deny that this is in fact so, but 
with growing evidence to the .con¬ 
trary the denials definitely lose 
conviction. 


£T has become increasingly clear 
in recent years that industrialis¬ 
ed countries in the post-war period 
have passed through clearly demar¬ 
cated phases. The period of rapid 
expansion which includes a very- 
high demand for labour and vast 
expansion in trade, has been follow¬ 
ed in the UK and US by periods of 
relative stagnation in which, alle* 
gedly, wage-stimu’ated inflation ero¬ 
des the competitiveness of exports 
leading to recurrent payments crises 
and, as a consequence, periodic cut¬ 
backs in activity which reduce the 
rate of growth almost to stagnation. 
How this particular plateau is to be 
overcome is as yet not clear —some 
economists have urged radical re¬ 
form of the world monetary system 
to permit trade expansion without 
the limits of short-term domestic 
deficits; others have stressed the 
need to raise the purchasing ppwer 
of under-developed countries so that 
such countries can take up more of 
the expanding output of the West. 

In Britain and America the im¬ 
mediate solu'ions have not been 
very effective. Britain, the Trojan 
Horse of American business, sought 
to break into what was then thought 
to be the unlimited potential of the 
F.uronean Market, without success. 
The US followed up this failure by 
at‘emoting to achieve the relaxation 
of tariff harriers through GATT and 
through the ‘chicken war’. Britain, 
rebuffed by the supreme self-confi- 
denpe of the Europeans, retreated 
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into planning, maintaining full em¬ 
ployment (more or less) but stri¬ 
ving by various means to limit the 
onward march of costs, and parti¬ 
cularly wages — without thereby 
succeeding in raising her rate of 
growth. The US dollar continued 
to weaken, despite strenuous efforts 
to cut-hack expenditure abroad 
through restrictions on expatriate 
Americans, attemp's to get the Eu¬ 
ropeans, and particularly the West 
Germans, to support a higher pro- 
por v ion of defence costs, and the 
cut-back in foreign aid, one as¬ 
pect of which has been the Indian 
Bekaro affair. What growth the 
US has achieved has been at the 
expense of emp'ovmcm —• the Ame¬ 
rican economy has proved increas¬ 
ingly incapabV of utilising to the 
full her manpower resource. 

Initially the Europeans could af¬ 
ford to ignore the Anglo-Saxon di¬ 
lemma, but increasingly of late, the 
European economies have faced 
identical problems. The German in¬ 
flation has reached the stage where 
it affects exoort competitiveness. 
The easy supply of new labour into 
the West German market from East 
Germany, Italy, Spain and Greece 
has tended to dry up as those coun¬ 
tries either restricted exit or ex¬ 
panded themselves. Erhard, the high- • 
priest of postwar ‘free market’ eco¬ 
nomics, has been forced to intervene 
in the economy to try and hold 
costs down —■ whether by interven¬ 


ing in the metal-workers wage dis¬ 
pute, or by lowering tariffs on 
Renaults to • depress Volkswagen 
rices (compare Kennedy and Big 
tee! for the earlier Anglo-Saxon 
period). Politically, the troubles 
make Germany more sympathetic to 
the Anglo-Saxon case, and help its 
quiet repudiation of the Gaullist 
conception of a European autarchy, 
self-sufficient and splendidly isloatcd. 
The end of the Adenauer era next 
month will help make the shift to 
more flexible policies possible both 
at home and abroad. Meanwhile, 
even Italy has begun to experience 
sharp inflationary pressures which 
will demand shortly sharp remedies 
of the now-traditional kind — in 
the past year, the Italian cost of 
living has risen 8 per cent and 
wages 11 per cent, with disastrous 
effec’s on the already deficit exter¬ 
nal payments. Only Spain, just on 
the verge of her ranid growth phase 
and with abundant resources of 
cheau labour, can afford to smile 
on the problems of affluence. 

Now France has begun to feel the 
pressure of rising costs and declin¬ 
ing trade surplus. In the past ten 
years, France has been transformed 
silently from a country with a sub¬ 
stantial peasantry into a modern 
urban economy. France did not 
share in the great expansion of 
world trade between 1954 and 1957, 
but after the devaluation of Decem¬ 
ber, 1958, and the depression of 
real wages, that accompanied the cn 



’General* the lute ■ rapidly 
sradp up for hat. time. Over the 
following fojrr years, France .showed 
a substantial .surplus on her balance 
of payments,' god It was not until 
mid'1962 that imports finally .caught 
up with exports. In the interim, 
France -had expanded her trade 
with the Common "Market until ’ how 
it fast approaches half her < entire 
trade, France’s, trade with her for¬ 
mer, overseas possessions being 
among the sufferers. Commensurate- 
Jy, the composition-of French ex¬ 
ports has changed — from agricul¬ 
tural) crude steel' and semi-finished 
products, to machinery, chemicals 
and particularly cars — in re¬ 
cent years. In this shift, the drift 
from the land was a necessary part, 
as was the accelerated concentration 
in French industry. 

It is against this background that 
the recent French measures to cur¬ 
tail inflation must be seen. The re¬ 
cent .OECD Annual Report on the 
French eoonomy firmly rebutted the 
charge that France suffered from 
demand or cost Inflation — the ex¬ 
ternal surplus, it alleged, was ade- ■ 
quate disproof of the charge. Yet 
trade union pressure, particularly 
in the public sector, suggests that if 
there is no inflation, it is because 
the State is underpaying its em¬ 
ployees. From March, the Govern¬ 
ment agreed to raise public pay in¬ 
to line with private. Two days after 
the-OECD Report (based on French 
Treasury information t, prime Minis¬ 
ter Pompidou announced extensive 
measures to combat excessive de¬ 
mand inflation. A limit on and pre¬ 
cise selection of all forms of credit, 
raised taxes, a price freeze, cuts in 
tariffs, and 3 per cent limit for 
two years on. pay increases (despite 
the Government’s assurance to Us 
own employees) comprise the de¬ 
fences. The 3' per c,ent wage in¬ 
crease limit is, of coutse, closely 
similar to the British wage ‘pause! 
of 1960-1. ' - . 

Through these -means, i( is hoped, 
employers will have adequate in¬ 
centive to hold down wages, and the 
natural tendency of wages to -rise 
will be shopped, so far as to keep 
the cost of living stable or falling 
for three tq six months ahead. The 
steady Ttse in militancy in' the 
French unions now that the Alge¬ 
rian emergency is removed, suggests 
they wiU hardly accept the challenge 
meekly. Ip any base,. the effeqbve- 


trf thft nfbasittfes t bem s eW w te- 

nseiutrin do^ht-^-either the costaf 

living is stabilised At the expense of 
the rate of growth (as in Britain) 
or employment (as in the US)* or 
the* eoonpmy rapidly makes up what, 
has been Jost as soon as restrictions 
are' withdrawn. Only a qualitative 
shift in the relationship oi wages to, 
prices could give real relief, and 
that is politically impossible. 

1 - , ' 1 . j r 

However, the machinery of plan¬ 
ning In France, much lauded in. Bri¬ 
tain while it wAs successful, might 
—who knows ? — be the magic 


oharm the West has been awaiting. 
Somehow, however, ‘planning’ seems 
more, a ritual incantadon, a domes¬ 
tic evasion of what is really a pro¬ 
blem fundamental to the world eco¬ 
nomy as a whole. The old problem 
of classical capitalism, how to keep 
the wheels turning ever faster with¬ 
out paying but sufficient income to 
purchase output, seems to have re-* 
asserted itself in a new form—how 
to keep the cost of fully employed 
labour declining, as a proportion of 
total costs so that, temporarily, 
some advantage can be gained in 
the crowded markets of the world. 


Managers for Public Enterprises 


MANAGEMENT of public enter¬ 
prises is a subject which has 
been engaging fhe attention of 
C Subraraaniam since he took Over 
as Minister for S:eel and Heavy 
Industry — and fruitfully. The im¬ 
plications, as.well as the limitations, 
of the changes he has' proposed in 
the management of Durgapur and 
Sindri are examined by our Cal¬ 
cutta Correspondent elsewhere in 
this issue. Subramaniam’s efforts, 
however, highlight by contrast the 
Government’s total neglect of the 
problem of building up management 
cadres for the public sec'Or. This is 
a problem not for Subramaniam, 
but for the whole Cabinet to tackle. 
It is also a difficult problem since 
the correct solutions will involve 
treading on not a few. sensitive, and 
influential, corns.’ 

The creation of an administrative 
cadre.for public enterprises was sug¬ 
gested way back in 1951 by the-Gor- 
wala Committee, but the suggestion 
provoked no action till the Estimates 
Committee of Parliament .reactivated 
the issue by recommending the esta¬ 
blishment of an All-India Commer¬ 
cial and Industrial Service. The 
Government then appeared to accept 
the recommendations and the Se¬ 
cond Plan contained this .definitive- 
statement on the subject : “It has 
been recently , decided to establish an 
Industrial Managemorit Service, for 
staffing State enterprises under the 
Ministries of Production, Transport, 
Communications, Iron and Steel 
and Commerce and Industry”. 

The Industrial Management Ser¬ 
vice was, of course, never born. In¬ 
stead, the Government sought to 
quieten the clamour in Parliament 
by creating in 1957 the Industrial 


Management Pool, the manner of 
recruitment to which has been gra¬ 
phically described by a contributor 
in this journal : “The time and 
energy spent over the whole affair 
—1,500 app’ications received, 1,000 
interviewed, 200 selected, and 100 
recruited — made it look too much 
like an elaborate ‘khedda’ opera¬ 
tion. A herd of officers was some-'* 
how decoyed into an enclosure and 
the barrier closed on it; even so 
more than half escaped capture.” 
(“The Administrative Experiment 
that Failed”, February 23, 1963). 

The Industrial Management Pool 
has stagnated and the officers, 
though all absorbed in public sector 
undertakings, remain even today 
without any definite place in them. 
The top management of these enter¬ 
prises continues to be in the hands 
of a variety of elements among 
whom officers temporarily drafted 
from the All-India administrative 
services predominate. Some of the 
undertakings, like Hindustan Steel 
and Life Insurance Corporation, 
have meanwhile formed their own 
management cadres, recruited 
through all-India competition. There 
are thus as many as four types of 
management personnel in. these 
undertakings—officers froth the all- 
India services. Industrial Manage¬ 
ment Pool officers, personnel direct¬ 
ly recruited on an ad hoc basis and 
officers recruited to their regular 
cadres. It is hardly surprising that 
it has not been possible to weld such 
a hotch potch into a homogeneous 
management cadre. 

It may st’11 not be too late to 
bring together the officers of the 
Industrial Management Pool and 
those recruited by the individual 
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'jjitiMpvfWt to form the nucleus if 
an independent all-India service for 
the public sector. It is really the 
practice of deputing officers from 
the all-India sendees which creates 
an intractable problem. These offi¬ 
cers have their own service rules, 
etc, and their own distinct sphere 
which is not the management of 
commercial enterprises. Besides, the 
presence of officers who are part of 
the regular Government machinery 
in the top posts in public sector en¬ 
terprises cannot but adversely nflfert 
their autonomy, the fostering of 
which appears to bp the principal 


purpose 6f Suferamaniam’s innova¬ 
tions. Further, moat of these officers 
remain with the enterprises for pe¬ 
riods rarely exceeding five years and 
usually shorter, 'ihe consequent 
rapid turnover of the senior staff of 
these units prevents the growth of 
any sense of involvement or com¬ 
mitment. For the officers from the 
all-India services, their tenure in 
thesp units is an interregnum before 
appointment to senior posts in their 
own sphere. 

Since the Government took the 
unfortunate decision not to consti- 



tttte an all-India Management' Ser¬ 
vice, at the beginning of the Second 
Plan, the public sector in industry 
has grown enormously atid the 
Government cannot avoid much 
longer reconsidering its earlier 
decision. The understandable oppo¬ 
sition from the existing all-India 
seWices to their exclusion from fhe 
extensive, and attractive, employ¬ 
ment opportunities in public sector 
commercial undertakings will have 
to be overcome as also the Home 
Ministry’s known reluctance to pro¬ 
vide any superior cadre outside 
these services. 


Weekly Notes 


Sukarno and Malaysia 

o uR editorial caution two weeks 
ago was not justified. The 
new federation of Malaysia lias in 
fact been created. Yet the early 
days have been troubled. The Indo¬ 
nesians have burned down the Bri¬ 
tish Embassy in Jakarta. British 
installations and houses, seized 
some major British firms in Indo¬ 
nesia, further armed their bordei 
with Sarawak, and lobhed four 
mortar shells over that border. 
Most recently, Sukarno has ques¬ 
tioned the UN Survey of Sarawak 
and Sabah opinion, and stated his 
firm intention of crushing the neo- 
colonial’ federation. Even earlier, a 
Malayan mob attacked the Indone¬ 
sian Embassy in Kuala Lumpiit 
and Consular offices in Penang. 

It seems clear that at some stage 
Sukarno lost control — as in 1957, 
during the anti-Dutch campaign 
for West Irian, the Indonesian 
Communist Party sought through 
its enormous influence in the trade 
union and youth organisations to 
push Sukarno to take it rev ocable 
action. Then the trade unionists 
seized firms and presented Sukarno 
with a fait accompli which lie could 
not but ratify, given the emotional 
furore of the time, by nationalisa¬ 
tion, despite, the fact that it was 
the Indonesian rather than the 
Dutch economy which suffered. 
In the present case, Sukarno re¬ 
sisted and despite popular feeling 
ordered the return of sequestered 
British property to its owners. US 
pressure lias been exercised to 
strengthen Sukarno’s resistance — 
with -the threat of the wihdrawal 
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of IMF and World Bank loans as 
reserve weapon. 

On the other side, Malaya has 
not been inactive. Supported by 
British arms, and now Australian, 
the Tunku has refused to go further 
in conciliation of Sukarno. Battle 
units are to be despatched to Sara¬ 
wak to join the forces now being 
mobilised there, and the Chief of 
Staff is hurriedly being called 
home. The diplomatic silence now 
reigning between Kuala Lumpur 
and Jakarta has not so far inter¬ 
rupted the entrepot trade through 
Malayan ports from which Indo¬ 
nesia derives a large chunk of her 
foreign earnings — while the car¬ 
goes continue to move, it is unclear 
whether the earnings will ultimately 
filter back to Jakarta. 

Some activity by Sukarno was to 
be expected. How far he will press 
it will demonstrate to what extent 
he is out of control of Indonesia and 
being stampeded into action by his 
own left-wing, l'or the prizes are 
relatively small in any serious hosti¬ 
lities, and the possible hazards im¬ 
mense. True the UN Survey of 
Sarawak found at least a quarter of 
the population hostile to Malaysia 
— the country has a large Commu¬ 
nist Party, and the terrain is ideal 
for a guerilla war of attrition. 
True also that Singapore’s indus¬ 
trial sector is turbulent and strongly 
left — Lee’s recent victory over the 
Barisan Socialis (37 PAPs to 13 
Barisans in a 51-man Assembly) in 
fact entailed PAP losing 6 seats, 
and was partly contingent on prior 
mass arrests of left-wingers. Again, 
the small minorities in Sabah and 


Sarawak will not take kindly to any 
centralising trends in Malaysian 
Government, trends necessary for 
those territories to develop. Finally. 
Malay troops in any Malaysian 
territory where the Chinese are 
strong could close the gap between 
the Communist and non-Commu- 
nist Chinese, leading to a united 
Chinese front to oppose the Malays 

Ail these things count as strategic 
considerations for Sukarno. His 
public ease against Malaysia - 
that it is a British creation to re¬ 
tain Rritish military power in 
South-East Asia, to safeguard Bri¬ 
tish investments there and build a 
stable anti-Communist front — may 
he true, but the. costs of interven¬ 
tion are loo high. Indonesia cannot 
simultaneously sustain the . havoc 
Malaya and Singapore could wreak 
on her foreign trade, and a war 
in Sarawak against the British, the 
Australians, and ultimately the 
Americans. Indonesia would have 
only China as a friend, and inevit¬ 
ably, the best that could be hoped 
lor would be an uneasy stalemate 
as in Indo-China. Militarily, Sukar¬ 
no would be wiser to wait foi 
natural disintegrative forces in the 
federation to redound to his own 
advantage. 

Unfortunately, politics is more 
than rational calculation. The race 
between Sukarno and the PK1 foi 
supremacy in Indonesia is a more 
important factor. The PKI must 
risk to win, and driving Sukarno 
too fast is one way of running him 
off his feet. His resistance on the 
nationalisation of British firms 
suggests he is still standing, upheld 






Ivy the expansion in the Armed 
Forces incumbent upon his new 
Sarawak adventures. If his role is 
still supreme, then the border squ¬ 
abbles are likely to he only minor 
grumblings designed to do no more 
than save faces. For this the Tunltu, 
an astute politician, will be quietly 
grateful, since that very grumbling 
will help to cement Malaysian 
loyalties without cost. 

Kamaraj Plan in Action 

p is not altogether surprising that 
within a month of its initiation, 
the Kamaraj Plan should be round¬ 
ly criticised, nor that the critic 
should be someone directly affected 
by it — in fact the very person 
who seconded the resolution at the 
A 1 C C working committee meet¬ 
ing. S K Patil has been at pains 
to reiterate both in his Calcutta 
speech and later that he is one with 
the ideology of the Plan; his dis¬ 
tress is entirely at the manner of 
its implementation. The Kamaraj 
Plan, he implied, had been used to 
get rid of inconvenient Ministers, 
though he did not say whether he 
had the changes at the Centre or 
in the States in mind. 

Patil no doubt has his shrewd 
political reasons for the deliberate 
outburst against the Kamaraj Plan, 
but the ill-concealed manoeuvres 
which preceded the election of the 
new Congress leaders in the States 
were not exactly calculated to in¬ 
spire confidence. It is no secret, 
of course, that none of the Chief 
Ministers whose resignations were 
accepted by the Prime Minister, 
except Kumaraj, was enthusiastic 
about stepping down from office. 
Hut having no alternative, they 
were naturally anxious that their 
Iritsted henchmen were elected to 
succeed them. In the faction fights 
which ensued the High Command’s 
directive that election of new lead¬ 
ers should be unanimous was ig¬ 
nored. There was a contest even 
in Madras, though Bhaktavatsalam 
won comfortably: Biren Mitra’s 
win in Orissa was also by a reas¬ 
suring margin. But in Uttar Pra¬ 
desh, Madhya Pradesh and Bihar, 
it is obvious that the newly-elected 
leaders will have to contend with 
powerful opposition within the 
party. 

In U P the travails of the State 
Congress are unlikely to end with 
the- election of Sucheta Kripahmi, 


The kige vote secured by Kamala- 
pati Tripathi (i42 to the forme*’* 
188) indicates the extent of sup¬ 
port he enjoys and the formidable 
task Sucheta Kripalani faces. The 
general feeling that she is a puppet 
of "strongman* C B Gupta and his 
energetic lieutenant Banarsidas is 
likely to condition the attitude of 
the Tripathi faction. The situation 
is not different in Madhya Pradesh, 
where 0 P Mishra has been elected 
leader. The feud between the pro- 
Katju-Mishra group and the pro- 
Mandloi-Takhtmal Jain-De&hlehra 
group is so deep-rooted that it is 
too much to hope that the election 
will end factional rivalry. And in 
Bihar, another dissident leader, 
K B Sahay, has won in a keenly- 
contested election. The sixth State, 
Jammu and Kashmir, is strictly not 
a Congress party problem, and a 
successor to Bakshi has not yet 
been elected. 

What about the leaders whlo 
have ‘renounced’ office? How are 
they to be put to work to revitalise 
the Congress? The AICC’s high- 
powered organisation committee 
lias not been lacking in ideas. 
It has suggested the formation 
of three committees to ‘improve 
the functioning of the party’. One 
of these will, iiUrr alia, coordinate 
the work of the ministerial and 
organisational wings in State Con¬ 
gress parties; a second committee 
will train party workers and assign 
specific tasks to legislators and 
members of local bodies and review 
their performance; and a third will 
study the 1962 election manifesto 
of the Congress, examine how far 
it has been implemented, and work 
towards expediting its implemen¬ 
tation. 

Amending Patents Act 

THE current debate on the chan¬ 
ges that the Government is 
known to be contemplating jp the 
patents law governing drugs and 
food products has been handicapped 
by the virtually complete absence of 
any -official indication of the Gov¬ 
ernment’s thinking on the subject. 
The general expectation is that the 
Minister for Industry will pilot an 
amendment to the Indian Patents 
and Designs Act of 1911 in the 
next session of Parliament. How 
far-reaching the amendment will be, 
however, remains a subject for spe¬ 
culation, Understandably, therefore. 


extreme viewpoints have been 
vanced, ranging from abrogation 
of patents altogether for drugs and 
food product* to maintaining the 
status quo. 

This is not, of course, the first 
time that the question of changing 
the Patents Act has come up. The 
Government itself appointed a 
Patents Enquiry Committee as early 
as in 1948 and on the basis of its 
report introduced a Bill in Parlia¬ 
ment in 1953. The Bill was, how¬ 
ever, never taken up for considera¬ 
tion and was allowed to lapse. The 
issue then remained in cold storage 
till the appointment in 1957 of Mr 
Justice Rajagopala Ayyangar as a 
one-man commission to report on 
the revision of the Patents Act. 
Though Justice Ayyangar submitted 
his report within two years, no ac¬ 
tion has been taken on it till now. 



There may be something, therefore, 
in the conjecture that the proposed 
amendment will be largely based on 
Justice Ayyangar’s report, though it 
needs to be asked why the Govern¬ 
ment took no action on the report 
for more than four years. 


Justice Ayyangar’s report favour¬ 
ed the continuation of the system of 
patents. It admitted, however, that 
“the Indian patent system has failed 
in its main purpose, namely, to Sti¬ 
mulate 'invention among Indians 
and exploitation of new inventions 
for industrial purposes in the coun¬ 
try so as to secure the benefits there¬ 
of to the largest section of the peo¬ 
ple”. In the light of the views of 
Justice Ayyangar, the Government’s 
Health Survey and Planning Com¬ 
mittee w-hich reported in 1961 made 
the following suggestions for modi¬ 
fication of the Patents Act: 


(i) A patent should 1* of a 
process and not of the pro¬ 
duct, the specifications of 
the process being so clearly 
described as to have no 
room for any ambiguity or 
for blocking the efforts of 
others in revising the pro* 
cess; 

(ii) The period covered by the 
patent should be reduced to 
between 5 to 10 years, ex¬ 
tensions not being normally 
granted; 

(iii) Automatic' revocation of the 
patent in the event of manu¬ 
facture not being undertaken 
within 4 years of the grant 





of the patent; and 
; (fv) Compulsory provision , for 
the grout of manufacturing 
license under the patent 
within die period of one 
year from the date of such 
an application. 

Government's Hands Tied 

’J’HE text-book argument that pa¬ 
tents have failed to stimulate re¬ 
search and invention in the country 
has to be taken with reservation 
since the level of research activity 
cannot but be linked to the level of 
development of the economy. In an 
under-developed country the absence 
or presence of patent rights cannot 
be expected to make the crucial dif¬ 
ference that it makes in an advan¬ 
ced country. It can, however, be 
stated that the adverse impact of an 
abrogation of patent laws will he 
felt in increasing, not decreasing, 
measure as the economy develops 
and the level of research uctivity 
rises. 

The pragmatic argument against 
the working of the patents laws is 
that, of the patents registered, most¬ 
ly by foreigners, very few are in 
fact worked in the country. Accord¬ 
ing to official figures, out of some 
2,700 patents registered only 600 
are being exploited. Further, the 
monopoly granted by patents has 
been used by the patentees to sell 
the patented drugs and medicines 
at very high prices which bear no 
relation to their cost of production. 
The U S Senate Committee on Ad¬ 
ministered Prices in the Drug In¬ 
dustry, under the Chairmanship of 
Senator Estes Kefauver, conclusively 
established that drug prices were 
very much higher in countries which 
award drug patents than in coun¬ 
tries which do not. This is what 
the Committee had to say on the 
situation in India : 

"India, which does grant pa¬ 
tents on drugs, provides an interest¬ 
ing case example. The prices in 
India for the broad spectrum anti¬ 
biotics, aureotnycin and achromycin, 
are among the highest in the world. 
As 1 a matter of fact, in drugs gene¬ 
rally, India ranks among the high¬ 
est priced nations of the world — 
a ease of an inverse relationship 
between per capita income and the 
level of drug prices ”, 

"The proposed modification of the 
Patents Act must, therefore, have as 
its objectives the fayelopniem of 
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manufacture in-the country by com¬ 
pelling patentees to work their pa¬ 
tents and the lowering df drug pri-, 
ces from their present , exorbitant 
levels. These are ambitious . aims 
and it is doubtful whether the Gov¬ 
ernment wilj, or can, take the radi¬ 
cal steps necessary for achieving 
them. The doubt springs from the 
fact that the development of drug 
manufacture in the country is at 
present , largely dependent on the 
collaboration of big international 
drug producers who own large num¬ 
bers of patents and who,, therefore, 
are certain to take unkindly to any 
change in the patents laws. 

The . Government’s present con¬ 
cern with the deleterious effects. of 
patents is difficult to reconcile with 
its lukewarm attitude to the Soviet 
Union’s offer, made in 1958, to set 
up in the public sector four large 
plants to manufacture a wide range 
of vital drugs. Though under the 
Patents Act wo would be obliged to 
pay royalty on the patented drugs 
produced in these plants to the for¬ 
eign private patentees, yet in spite 
of this it wa6 certain that the drugs 
produced in these plants would be 
much cheaper than if they were, im¬ 
ported or produced in India by the 
foreign patentees. However, the 
Government has dragged its foot 
in setting up-these plants — one of 
them, it is reported, has been drop¬ 
ped altogether. Meanwhile, it has 
licensed a number of foreign private 
manufacturers to make many of the 
drugs included in the original Soviet 
offer. Having thus linked the deve¬ 
lopment of the drug industry in 
India to foreign private manufac¬ 
turers, the very basis of whose 
monopolistic position is the patents 
system, the limits Of the Govern¬ 
ment's ability to modify the Patents 
Act are fairly obvious. 

Coal Uncertainties 
\pHY is it that, when dealing with 
the coal industry, the ground 
always seems to shift away from 
under the Government’s feet? Coal 
is a vital requirement for economic 
development, especial Iv for steel¬ 
making and steel-based engineering 
industries, transport and power. 
But even today we do not have rea¬ 
sonably exact and dependable’ know¬ 
ledge of our coal reserves of diffe¬ 
rent grades and qualities. Nor do 
we seem to know, after over a de- 
Otde Of pUhninj in so yrell-defined 


a, sector. at;. stt»l-m*king, the .re¬ 
quirements <d coot of' par steel 
plants, broken down into coking 
coal and blendahles. 

Otherwise how does one explain 
the first, set of the terms of refer¬ 
ence. of the new Standing Technical 
Committee which the Union Minis¬ 
ter for Mines and Fuel, 0 V Ala- 
gesan, has constituted, hamely to 
report, by October 10,’ its vtewgon 
the annual coal requirements of 
the country’s steel plains and their 
sources of supply? Actually die 
Committee wottlff also, in due 
course,- submit proposals for orient¬ 
ing tpe coal industry to the Fourth 
and subsequent plans. If relatively 
short-term projections soon turn 
Out to be unreliable, what is the 
use of looking forward so far un¬ 
less the Committee is given ade¬ 
quate data and time to work out 
the projections? Even for the im¬ 
mediate problem, viz, drawing up 
a programme of coal supplies to 
coal-consuming industries in a con¬ 
certed manner for the remaining 
years of the Third Plan, numerous 
.other matters would have to be 
examined like transport, gradation 
of coal, mechanised cokeries, etc. 

The Minister struck a note of 
warning that the country would he 
greatly handicapped unless effec¬ 
tive measures were devised to con¬ 
serve coking and high grade non- 
coking 1 coals. The rate of diminu¬ 
tion of reserves demands, in the 
national interest, that, besides con¬ 
serving them, measures must be 
evolved to develop weakly coking 
coals which can be blended for use 
in steel mills: Establishment of 

washcries and provision of incen¬ 
tives to producers of low-grade 
coals in the form of subsidies like 
those granted to producers of high 
grade coals, as well as reduction of 
price differentials between the high 
and low grades are considered es¬ 
sential measures. The matter re¬ 
quires further attention by’ the Gov- 
emment since for the attainment 
of the Fourth and. subsequent plan 
targets in : . coal the country will 
have to depend on lower grades to 
the extent pi over 75 per cent. 

Simultaneously with grappling 
with these issues, Government will 
also have to decide on a revised 
structure of coal prices. Even apart 
fro$i. th? Tevisjop of price* • vhwh 
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wwW be i mM to "inipitenent 
necessary modificatiotBin the com¬ 
position of coal output which the 
Technical Committee may recom¬ 
mend, collieries have been <ufm- 
.plaining of considerable hardship 
in ipeeting the many new items bf 
cost which have arisen • from 
the .'implementation of a number 
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>f clauses iri; the Goa! Mines Regu¬ 
lation*, 1467, amphg other things, 
The price of coal touches industrial 
costs at a- -number of points, of 
'which the most important is rail 
transport. Previous increases hive 
invariably been reflected in higher 
raH freights -followed by chain re¬ 
actions elsewhere. 
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\ The rat? of growth of the' Paki¬ 
stan economy in the first year of 
the Second Plan was 5.8 per cent 
and hot 3i8 per dent as was,, wrongly 
printed in the editorial, “Ayub 
Khan’s Problems,” last week, page 
1576, column 1. — Ed. 


Management of Public Enterprises 

Subramaniam Impeded by Finance Ministry 


fpHE experiment in management 
reforms announced last week by 
C Subramaniam is certainly well- 
intentioned but what it will actual¬ 
ly achieve is another .matter alto¬ 
gether, Following the logic of the 
reorganisation of Hindustan Steel 
Limited in July 1962, his purpose 
■is to reinforce' the .authority and 
autonomy of local managements 
vis-a-vis their headquarters in multi¬ 
plant organisations. Within local 
management, he has reiterated the 
authority he vested in General 
Managers to take their own -deci¬ 
sions in personnel matters, pur¬ 
chases and sales. He has expressly 
given them the power tp overrule 
any advice given by Financial Ad¬ 
visers whenever they consider it 
necessary to do so “in the interests 
of the plant”. . ' 

-Not Vary Different 

In substance, th* pattern of 
management Subramaniam is, pro¬ 
posing as an experiment at the 
Durgapur steel plant and the Sin- 
dri fertiliser factory is not very 
different from what already exists 
in different degrees at both plants, 
specially at Durgapur since July 
1962. Both at Sindri and Durga¬ 
pur, General Managers.have even 
now die power to make appoint¬ 
ments upto a certain level $ create 
temporary posts; make purchases* 
outside of regular procedures where 
they consider it .necessary to do so; 
and to neject any advice from 
their respective finance men that 
they find unacceptable. Even now, 
control . by the, headquarters of 
Hinduapm Steel or Fertiliser Cor¬ 
poration of India (FCI) is exer¬ 
cised through annual budgets. Each 
yea«, the General Managers pre¬ 
pare tjieircapital and revenue budr 


gets broken, down over a' number of 
heads. Within the framework of 
these budgets, as approved by the 
respective Boards or the Ministry 
depending on the nature of expen¬ 
diture, the plants have been free to 
alter or modify individual kelps. 

If the powers already existed—in 
theory at least—what jg it that the 
reforms are seeking to achieve? One 
possible purpose may be to empha¬ 
sise that General Managers are, now 
really on their own, and. that tack 
of powers will not be accepted as 
an explanation for failures. In 
c^her words, Subramaniam is serv¬ 
ing notice that anyone who falls 
down on the job ,will have only him¬ 
self to blame.. 

Reforms Robbed of Content 

A more plausible explanation is 
that the changes the Minister really 
wanted to make had to be dropped 
from the scheme pf reforms at the 
last moment, robbing them of much 
of their value. It is. reported that 
Subramaniam made up. his mind 
to strike 4 decisive blow against the 
traditional prestige of the Finan¬ 
cial Adviser and - Chief Accounts 
Officer (FA and CAO) by changing 
his designation to Chief Plant Ac¬ 
countant. As he himself said, this 
officer has often ■ been regarded as 
having veto , powers over, the Gene¬ 
ral Manager. This negates the 
concept of a single line of command 
which is of obvious importance for 
efficient administration in an indus¬ 
trial undertaking. , 

, This problem is specially acute 
in HSL where the FA and CAO are 
Statutorily, appointed directly by 
Government, and notary the Com¬ 
pany’s Board, giving this function¬ 


ary independent authority. In FGJ, 
the same situation exists at the 
headquarters but the plants appoint 
their own . Account* Officers, the 
choice, however, being customari¬ 
ly made by the FA and CAO at the 
headquarters. Even thiB is now 
changing and two plants are known 
to have stuck out for the principle 
that all appointments, including 
that of the Accounts Officer, must 
be made by the units themselves so 
that the problem of divided loyal¬ 
ty need never arise. 

In the case of HSL, wfiqre the 
change of designation was more 
important, any alteration requited 
modifying the statutory provisions. 
Notwithstanding a strong recom¬ 
mendation from the Board of HSL 
in favour of. a change, the Minister 
was apparently balked because of 
resistance from the Finance Minis¬ 
try. 

But this was hot Subramaniam’s 
only , disappointment. All public 
sector undertakings are now sub¬ 
jected to three audits: one under¬ 
taken internally and the other ex¬ 
ternally by commercial auditors as 
is the case with private enterprises. 
In addition, there is a third audit 
by the Auditor-General in fulfilment 
of hfs statutory responsibility for 
safeguarding public funds. Subra¬ 
maniam was persuaded both by 
plant executives and his American 
management adviser that this third 
audit should be dispensed with since 
its aiips could equally well be 
achieved by the Auditor-General 
asking the external commercial au¬ 
ditors (whose appointment he ap¬ 
proves) to carry out certain addi¬ 
tional functions. Apart from any- 
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thing else, statutory audit take# tip 
a great deal of time of top manage¬ 
ment who have to answer the ques¬ 
tions raised. Not much is gained 
by the exercise, except to emphasise 
once again the importance of mind¬ 
ing the pennies rather than the 
pounds which thwarts the emer¬ 
gence of a wider management out¬ 
look. 


Auditor-General's Role 
In this matter too, Subramaniam 
failed to have his way because the 
Auditor-General reportedly felt that 
his constitutional responsibility did 
not allow the suspension of statu¬ 
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tory audit even as an experiment. 
As is evident from his statement, 
the Minister is not going to let the 
matter rest there. He will presum¬ 
ably take it up again with his cabi¬ 
net colleagues and if necessary with 
Parliament,. Hie success will de¬ 
pend, however, upon what support 
he gets from the Finance Ministry 
whose views may be expected to 
carry great weight on an issue of 
this nature. 

Hamstrung by the Finance Mi¬ 
nistry, the reforms are a good deal 
less exciting than they may other¬ 
wise have been. Even so, these 
constitute an important advance to- 


Wifrds fixing responsibility where* it 
should properly belong. An inci¬ 
dental gain of some importance is 
the education afforded to the Lok 
Sabha in the essentials of good 
management. Members on both 
sides of the House will take time to 
recognise that effective management 
may make interim mistakes but it 
is the end result that counts, a basic 
principle that Subramaniam enun¬ 
ciated to explain the rationale of 
the proposed reforms. Once this is 
accepted, the suspicion that makes 
the Lok Sabha allergic to allowing 
enterprises greater freedom will 
disappear. 


From the London F.nd 

A November Election? 


POLITICAL pundits now do not 
rule out a November election. 
In fact they consider it a definite 
ossibility. A number of factors 
ave combined which might influ¬ 
ence the Tories to think that Novem¬ 
ber might be the most propitious 
moment for them to face the polls. 

The Denning Report has turned 
out to be innocuous enough to be 

f iublished in its entirety, and no 
urther damage to the Government’s 
reputation is expected on that front; 
the economic situation too is, at the 
moment, slightly more favourable 
with both exports and production 
up, and unemployment on the down¬ 
grade. There is, of course, no know¬ 
ing how deep-seated this economic 
revival really is, and if another 
severe winter were to affect employ¬ 
ment and production the spring 
would hardly he a suitable time to 
appeal to the electorate. 

In November the enthusiasm en¬ 
gendered by the signing of the Test 
Ban Treaty and the boost it gave to 
Macmillan’s reputation, will still be 
fresh in the minds of the people. 
Moreover, the Liberal Conference at 
Brighton made it quite clear that 
although the Liberals can provide 
quite a threat to the Tories, their 
position is certainly not as strong 
as many had supposed a year earli¬ 
er. Many people in the Conserva¬ 
tive Party believe that postponing 
the election tp the spring can now 
only help the Labour Party. 

It is certain that Mr Maudling 
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will receive, a much greater welcome 
at the Annual Conference of the 
International Monetary Fund since 
America’s attitude to the problem of 
international liquidity has changed 
significantly, and although no dra¬ 
matic result is expected from the 
meeting, at least the role that was 
played by the British Chancellor of 
the Exchequer last year, pleading 
for some new and constructive move 
on international liquidity will not 
be over looked. The shock engen¬ 
dered by the failure of Britain to 
join the Common Market is now 
petering out. Indeed, the conse¬ 
quences of exclusion have been far 
from painful. As the Statist points 
out, the Common Market countries 
are going through inflationary d.ifli- 
culties and the disparity between 
their costs, and those of British 
Industry is making it possible for 
British manufacturers to find in the 
EEC their most rapidly expanding 
export market, 

“ No. Tame or Minor Role ” 

The Bow Group, once enthusias¬ 
tically in support of British member¬ 
ship, has now produced another 
booklet condemning, in no mean 
terms, the whole idea of British 
participation in the Common Mar¬ 
ket. The pamphlet endeavours to 
show how membership, on the terms 
proposed, would have been of no 
benefit to Britain and would indeed 
have caused a great deal of harm. 
British influence, the pamphlet says, 
derives largely from Britain’s dose 


links with the U S and the Com¬ 
monwealth, and these would cease to 
have any meaning in a European 
Union. Hence it is far better tn 
stay outside any European Commu¬ 
nity and play “No Tame or Minor 
Role” (the title of the pamphlet) a* 
the continuing centre of a great 
Commonwealth, the special friend 
and ally of the U S A and an ex 
ponent of free trade and greater 
competition, not within Europe, bill 
in the world at large. 

The White Paper on Aid which 
has also just been issued, makes a 
great deal of Britain’s desire to in 
crease aid to the developing coun¬ 
tries. This will be discussed at the 
forthcoming Commonwealth Con¬ 
sultative Committee meeting, which 
is to be held prior to the IMF 
meeting. 

Turning to the comforting new> 
bn the economic front which has. 
naturally, been inflated by the 
Chancellor of the Exchequer, the 
main facts are as follows : 

Production 

The Treasury reports a rise of 2 
points in the seasonally corrected 
index of industrial production hi 
July. Ever since March, this index 
has gone up at the rate of a point a 
month and for the first time, in Com¬ 
menting upon these figures, the Tre¬ 
asury speaks of “expansion” in pro 
duction and not just of “recovery' • 
In July, the seasonally adjusted pro¬ 
duction stood at 120, For inanu- 



factoring industries alone, the, Jely 
index was 121 compared with fl9 
in June. 

Hie improvement is described as 
having been “fairly widespread” 
and not just confined to new indus¬ 
tries (cars and chemicals) which Ate 
known to be booming fast. It should, 
however, be mentioned that some of 
the capital goods industries are still 
lagging but the Government hopes 
that it will not be too long before 
they benefit from rising demauds 
elsewhere. 

Exports Recover 

The trade figures for August are 
even bolter than expected. Exports 
rose again while imports dropped 
from their high July level. The 
trade gap on a seasonally adjusted 
basis narrowed to only £ 34 m com¬ 
pared with an average of £ 50 m 
over the last 3 months. Seasonally 
corrected exports in August were 
valued at £ 351 m compared with 
£339m in July. Over the first 8 
months of 1963, exports have run 
at a rate 6 per cent higher than 
in 1962 as a whole. Against this 
background the Chancellor of the 
Exchequer made an extremely cheer¬ 
ful speech at the Rotary Club Lun¬ 
cheon on the 18th. He went so far 
as to describe the recent progress 
of the economy as “Excellent”. He 
said: “I think we can reasonably 

say that we are in a period of sub¬ 
stantial expansion combined with 
stable prices and a strong pound”. 
Dealing with the rise in exports, 
the Chancellor suggested that they 


reflected the “growing efficiency, 
enterprise and competitiveness m 
British industry.” However, even the 
Chancellor had to agree that there 
were some weak spots including the 
machine tools industry, which was 
going through a difficult time and 
there was still real cause for con¬ 
cern about the unemployment situ¬ 
ation in tbe development areas. 

Unemployment !l 

The complete failure of the Gov¬ 
ernment to make any impact on the 
real black spots of Scotland, North¬ 
ern Ireland, the North-West and the 
North-East is underlined by the 
latest unemployment figures which 
are given below (the figures for last 
year of each area are shown in 
brackets): 

Scotland 91.544 (82,780) 

North-West 89,554 (83,087) 

North-East 58,246 (49,674)' 

Northern Ireland 34,681 (33,428) 

. The latest unemployment check 
reveals a total of 520,071 unemploy 
cd. Of these 485,390 are in Gt 
Britain and 34,681 in Northern 
Ireland. This compares with a fi¬ 
gure of 537,445 a month ago. How¬ 
ever, a closer look at the figures 
show that the overall fall was al¬ 
most entire'y accounted for by the 
normal placing of 23.000 school 
leavers during the month. Exclud¬ 
ing the school leavers, the nel un¬ 
employment fall was only 578 in 
Britain and 439 in N Ireland. 

The Government is making the 
most of the overall fall of 16,000 
in unemployment and is suggesting 


that this h a further sign that #e 
economy is all set for a period of 
steady expansion. Whitehall is draw¬ 
ing considerable encouragement 
from the fact that there now ap¬ 
pear* to be a distinct quickening in 
the demand for labour. The num¬ 
ber of unfilled vacancies now stands 
at 213,930, or about 3 jobs for every 
7 unemployed, the highest Septem¬ 
ber figure since 1961. Over Gt 
Britain as a whole, 2.1 per cent of 
the working population is now out 
of work compared with 2.2 per cent 
in August. The proportion is in 
fact precisely the same as that 12 
months ago, before the recent reces¬ 
sion began to take place. The high¬ 
est rate of unemployment is in the 
Northern districts where it reached 
4.4 per cent, followed by Scotland, 
4.2 per cent, Wales, 3 per cent, the 
North West district 3 per cent and 
Yorkshire and Lancashire, 1.7 per 
cent. The lowest rate is in London 
and the South East where it is 1.2 
per cent. 

Dealing with the future, the 
Chancellor struck an even mote 
optimistic note. “When We look at 
the National Economic Council 
targets in the light of recent deve¬ 
lopments, the conclusion is a clear 
one. It is ‘Britain can do it’. We 
can do it with stable prices and a 
strong pound”. It remains to be 
seen, however whether the British 
economy can sustain the present 
rate of growth when resources be¬ 
come more ful'y used, when bottle¬ 
necks start to appear and the ques¬ 
tion of costs piles up. 


Freedom is in peril, defend it with all your might 

—-Jawaharlal Nehru 

YOUR AUSTERITY FOR 
NATION'S STRENGTH 

Independence and integrity of a country 
can be protected only through the 
vigilance and sacrifice of the people. 

By avoiding all extravagance and 
wasteful expenditure, you help make 
more resources available for rapid 
development of the country. 

YOUR SAVINGS 
BUY THE NATION’S NEEDS 





THE spectacular demonstration in 
New Delhi must have taken by 
surprise those who were acting on 
. the assumption that the communists 
'had become a politically irrelevant 
fac.or in Indiu since the Chinese 
aggression. It is significant that of 
the 10 million signatures collected 
by the Communists over 4 .million 
came from the States of Andhra 
(which topped the list), Tamilnad 
and .Kerala. And it is in the last- 
named State that we can expeot to 
see the next break of the storm. The 
recent excitement over the no-con¬ 
fidence motion against the Sankar 
Minis.ry, which was duly rejected, 
is the warning signal that bigger 
protests are ahead as the campaign 
develops against the new Land Re¬ 
lations Bill. 

The Communist attack against the 
Ministry was skilfully mounted, cen¬ 
tering as it did on the charges of 
corruption against the Chief Minis¬ 
ter and the Industries Minister 
which had been forwarded by the 
Kmrala Congress President for per¬ 
sonal examination by Nehru. San¬ 
kar, .it was alleged, had received 
mala fide a truck and his wife had 
become co-owner of 1,000 acres of 
land in Trichur in consideration for 
reducing the agricultural income 
tax payable by the owner of the 
p"ODerty from Rs 2,86,000 to Rs 
1,44.000. The property was taken 
on 84 years’ lease for an annuul 
rental of rupee one while the owner 
was to pay the lessees rupees two 
per acre for clearing the land. 
Damodara Menon. the Industries 
Minister, was charged with irregu¬ 
larity in the matter of allotment of 
spindles. 

Congress Isolated 

Nor was P T Chaeko, the Home 
Mixrster, snared. He was criticised 
for requesting the Cen're not to in¬ 
clude the suspended Land Reforms 
Bill in the Ninth Schedu'e of the 
Constitution and for using the potice 
to compel non-Calholics to allow 
the burial of Christians in land 
belonging to them in Thaikal. 

The PSP n«t only joined the 
assault on the Congress but voted 
for the no-eonfidence motion. The 
Muslim league . agreed wi»h the 
^.p||icipl8 of the motion but decided 
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Kerala Storm 

to abstain in the voting as, accord¬ 
ing to - it, the Communists were cor¬ 
rupt for party ends while the 
Congressmen were corrupt for per¬ 
sonal enrichment! The R S P joined 
the Communists in voting for the 
motion. 

What this meant was that for the 
first time afer mid-1959 the Com¬ 
munists broke through their politi¬ 
cal isolation and it was the Con¬ 
gress that was alone. Nor should 
it be overlooked that what we arc 
witnessing is the isolation of a divi¬ 
ded Congress, with the organisational 
wing not very far removed from the 
position of a radical democratic 
opposition, 

Agrarian Relations Bill 

At this moment the drama is 
considerably heightened by the in¬ 
troduction of the new Agrarian 
Relations Bill. It is evident that 
the mass agitation already launrhed 
join'lv by the Communists and 
Catholic peasant , organisations has 
had some effect and in appearance 
the Bill does not look too different 
from its predecessor. But there are 
crucial differences. 

The first, difference is with regard 
to the definition of the “standard 
acre” — no land-owner need sur¬ 
render- land less than 15 s'andird 
acres nor can he retain more than 
36 standard acres. The basis is the 
net annual income from land which 
leaves a wide margin for manipula¬ 
tion with the help of conniving 
officials. Then again the “family” 
has not been strictly defined and 
there are no provisions against the 
transfer of ownership after a given 
date — “fam’lies” are likely, there¬ 
fore, to proliferate. 

The list of exemptions has been 
enlarged and the Government seeks 
to take power to exempt land re¬ 
quired for bona fide plantation, 
industrial or commercial purposes, 
besides land required for dairy and 
cattle breeding farms. Once again 
a wide ranee of possiblities for eva¬ 
sion Have been opened up. 

Uniform rates of fn-r rent aooli- 
cab f e throughout the State are pre¬ 
scribed for different classes of lnr>d. 
But this provision will, pot apply, 
however, to lands held by religious. 


charitable and educational institu¬ 
tions — a clear concession to Man- 
nath Padmanabhan and his Ngir 
communal cohorts. The exemptions 
apart, the fair rents now prescribed 
are higher than the o!d ones and 
tenants who had spent fairly heavily 
in litigation, stamp duties and the 
likp to draw up fair rent agreements 
on the old basis will have to go 
through the whole process all over 
again. 

The landlords have been given 
right of resumption of land from 
tenants, except for land tilled by 
tenants entit’ed to fixitv of tenure 
before January 21, 1961 under the 
law then in force. This clause has 
dearly revealed the character of the 
new Act and its radical difference 
from the old. In the old Act the 
landowners were classified as big 
and sma’l and only the lat'er were 
permitted to resume land to a 
l>mi ed extent for personal cultiva¬ 
tion. The big landowners were not 
given the right of resumption and 
this reduced eviction to a minimum. 

Congress M L As Protest 

Even the small landowner could 
not evict the class of tenants who 
had acquired permanent rights of 
tenure. Many decades earlier the 
Malabar Tenancy Act and the Co¬ 
chin Verumbatta-Kudiyan Act had 
given permanent righ’s of tenure to 
the tenants of the Malabar and 
Cochin areas of Kerala. The old 
Act saw to it that there gains were 
kept intact and it was only in the 
Travancore area that rhe small land- 
ho’ders were permitted to resume 
land for self-cultivation. 

Protests from Congress M L As — 
14 of them have actually written to 
the Planning Commission asking 
that the old Act be retained — from 
Malabar and Cochin have prevented 
a wholesale loss of tenants’ rights in 
these regions under the new Act. 
But in Travancore all landowners, 
who own un to 40 standard acres, 
can now evict a tenant having two 
or three acres and resume half of 
the land. 

Even in Mn'abar and Cochin the 
small landholders (defined rather 
vaguely) have the right to resume 
land by “mutual agreement” with 



their tenant* tip to hall tf tbehnd 
held by the litter. If so such agree* 
meat can be reached the landowner 
has the right to insist that the ton- 
ant^ even if he is paying fair or 
contractual rent, should lease out' 
the land to him by paying its total, 
value in eight annual instalments. 
If die tenant does not do this, he is 

Capital View 

More 


*T does not need much extra per¬ 
ception to realise that the re- 
organisation of Government at the 
Demre and the formulation of its 
policies is being held up by the 
unending Congress faction-fights in 
the States. But a follow-up in 
depth is called for to locate the 
actual motivation behind the factio¬ 
nal wrangles. It is no longer possi 
rle to dismiss these developments as 
rf little consequence. A definite 
pattern is emerging, and it has sini¬ 
ster implications for the Kamaraj 
?lan. 

It is well-known that former 
finance Minister Morarji Desai was 
opposed, and quite openly, to the 
thinking behind the Kamaraj Plan. 
Ie put in his resignation only be¬ 
cause it was expected of him. Jag- 
jivan Ram was lukewarm in his 
jupport, while S K Patil and Lgl 
Bahadur Shastri seemed enthusiastic. 
Jommon knowledge, too, was the 
fact that Kamaraj was ‘ backing 
Shastri and that an organised ab¬ 
ound attempt was being made to 
rut a full stop to Morarji Desai’s 
Political career. If this information 
was not properly featured or ana- 
ysed in our free press, the reasons 
were not far to seek. Our jourua- 
ista are only too willing to project 
he political mumbo-jumbo which is 
served up to them by the Congress 
eadership. 

Renouncers in Action 

When Nehru announced the *re- 
lunciation’, there was consternation 
n those increasingly powerful sec- 
ions of the ruling party which, are 
iow firmly opposed to the policies 
2 the Government, Angry com- 
Den's Were made about the smearing 
f the renouncers by linking their 
xtt with the dismissal of Gopala 


.liable to eviction.. Under tbs aid 
Act the right to decide whether 
tenancy should be continued or the 
lease should be effected was vested 
with the tenant, now it is handed 
back to the landowner : — *a clear 
and revealing change. 

The delay and uncertainty caused 
by the new Act will help landlords 


Headaches for 

Romes h Thapar 

Reddy and Shrimali. It was main¬ 
tained, perhaps with some justifica¬ 
tion, that the incompetent Ministers 
could have been purged later as 
part of a general reshuffle. Only 
Morarji Desai expressed his anger, 
and very soon — too soon, in fact 
— he moved to repair his badly 
shaken political position by engi¬ 
neering the removal of Gujarat’s 
Chief Minister, Jivaraj Mehta. 

The developments in Gujarat 
leading to the ‘coup’ by Morarji 
Desai’s man, Balwantrai Mehta, the 
clash between Desai and Nehru, and 
the decision by Desai to stand for 
election as Congress President are 
so recept that they do not need to 
be recapitulated. S K Patil’s acti¬ 
vities to wreck the Kamaraj Plan 
are also fairly obvious and may 
well invite the wrath of Defence 
Minister Chavan who is aware of 
the danger to stability in Mahara¬ 
shtra if the Congress Party there 
becomes vulnerable to intrigues. 
Indeed, Patil’s speeches are begin¬ 
ning to so embarrass the central 
ministerial leadership that it might 
be compelled to counter them. But 
what is still a mysterious question- 
mark for most observers is the role 
that the apparently innocent I.al 
Bahadur Shastri has' assumed for 
himself. 

. Shastri, the Enigma 

Shatri, for some ununderstand- 
able reason, continues to be regard¬ 
ed in both Congress and opposition 
quarters as a loyal Nehruist. This is 
a tribute to his silent and skilful 
‘operating’, for he has launched on 
a campaign to ensure that he will 
be the only beneficiary of the Kama- 
raj Plan — that is, of course, anart 
from TTK, the ministerialist! 
Shastri not oply enjoys the support 


inunejMely. .In conditions of jrn- 
.equal strength it is always tfcv weak¬ 
er sections who are adversely ab 
fected by delay and uncertainty. 
Un the whole, therefore, there- 'van 
be no doubt that the Act' dearly 
favours the landlords and handicaps 
the tenants. The opposition is not 
likely to take this lying down. 


Nehru 


of Kamaraj himself, but is also 
working to build a political base 
larger than that of any other rival, 
a base which will embrace Uttar 
Pradesh, Madhya Pradesh and 
Bihar. And, apparently, he has do 
qualms about his al.iances. This ia 
suggested strongly by the faction 
ba.tle in Uttar Pradesh which has 
thrust a rather surprised Sucheta 
Kripalani into the Chief Minister¬ 
ship of the State. 

On the surface, Shastri and his 
men were ‘neutral’ in the tug of-war 
between C B Gupta’s nominee, 
Sucheta Kripalani, and the dissi¬ 
dent’s choice, Kamlapati Tripathi. 
The ppsture of neutrality was emi¬ 
nently correct, for there was little 
to choose between the two. But for 
the observant it was immediately 
clear that neutrality in the contest 
was tantamount to an anti-Nehru 
position. C B Gupta repeatedly told 
his henchmen and various faction 
leaders that Shastri supported 
Sucheta Kripalani. The conduct of 
the electioneering left no doubt that 
Tripathi’s dofeat would be inter¬ 
preted as the defeat of Nehru in his 
home State. The results of the fee-, 
tion fight in Madhya Pradesh and • 
Bihar suggest that Shastri is more 
influential than any other in the 
leadership, although the defeat of 
Takhtmal Jain by a narrow margin 
has temporarily upset calculations 
in Madhya Pradesh. 

Tussle for Congress Presidentship 

Meanwhile, Patil has revealed 
another Shastri trump card. Atulya 
Ghosh is to be nominated fo r the 
Congress presidentship against Mor¬ 
arji Desai. It is hoped, that diffe¬ 
rences of opin on within the Nehru 
following on Desai’s suitability as 
the party’s president will dear the 
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way for a decisive Atulya Ghosh 
triumph. 1m this way, the ‘reorga¬ 
nisers plan to consolidaie and to 
cut the 'ministerialists’ down to size. 
However, a peculiar polarisation of 
the Congress Party between amor¬ 
phous Nehruists in the ministerial 
wing and anii-Nehruist organisers 
is, in fact, taking plate despite a 
contrary trend here and there. 

Fundamentally, the trouble is 
that Nehru is no longer young 
enough and dynamic enough to doal 
with the splitters and wreckers of 
the party — arid this at a time 
when the party’s policies also need 
consolidation and streamlining. The 
Kamaraj Plan, which could have 
been a lever for shaking up a Hahhy 
and corrupt leadership resting lazily 
on the achievements of the freedom 
struggle, has so far only succeeded 
in creating a fresh stirring among 
the factions. The earlier optimism, 
even among hardened observers, 
that Kamaraj would pull the Con¬ 
gress Party through the difficult 
transition is also fast dissolving. 
Again that loaded question is form- 
ing : who after Nehru ? And the 
answer is even more vague than 
before. 


Anli-fitliraiiih' Game 

Yet, the gains of the Kamaraj 
Plan can still be preserved. Of 
course, the Prime Minister will have 
to take disciplinary action against 
a few prominent faction leaders 
who are making a practice of defy¬ 
ing party policy. He will also have, 
to prepare himself to suspend Con¬ 
gress rule in a State should it lie 
continuously vitiated by paralysing 
splits within the Government. Hut, 
essentia'ly, he must rise above the 
chaos caused hy petty squabbles and 
project a domestic and foreign po¬ 
licy which can become the rallying 
point for a still hea'thy peop’e who 
have been confused and demoralised 
by the ideological bankruptcy of 
the leadership following the Chinese 
a'taek. Tins is the kernel of the 
crisis which threatens to engulf 
Tndia. 

The present drift can only streng¬ 
then the anti-Nehru organisers. 
Expelled from the ministerial wing 
at the Centre they plan to estab'ish 
control over the m ; nisterialis'.s in 
their States. Once this process is 
comple'e, ihev intend to extend 
their sway through the Congress 
central organisation on other States 
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— a development which will break 
the Government of India’s power to 
influence events. Then the anti- 
Nehru ist organisers wilt wait for 
the moment when they will through 
ramified alliances dictate the suc¬ 
cession. 

Quite clearly, the Nehruists will 
have to address themselves to orga¬ 
nisational problems. But take a 
look at the organisational set-up. 
At every level, and right at the top, 
the machine is controlled by cynical 
men who once saw politics as 
the dirtiest of games but who are 
now oblivious of the dirt. In such 
a situation, it is not possible to 
order an overnight purge; the clean¬ 
up can only take place in phases. 
The more honest Nehruists are 
learning this hitter lesson even as 
they put up a Tripathi against 
Sueheta Kripalani, a Misra against 

Takhtmal Jain, and so on.They 

do not yet have the strength bold/y 
to put power into the hands of 
younger, uncorrupted leaders. Until 
this is done we will eontinue to plod 
along. 

And what a plod it is. TTK's re¬ 
form of Morarji Desai’s fiscal poli¬ 
cies is taking a familiar zig-zag 
course. The policies are amended 
to muffle criticism (as with the 
CDS) or are punctured to permit 
easy violations (as in the case of 
Gold Control), and such an appro¬ 
ach is ’widely acclaimed’. Perhaps 
decisiveness is to he reserved for the 
abandonment of those two prize 
schemes— the Super Profits Tax 
and the P Form! Then, it is fondly 
expected, wasteful prohibition poli¬ 
cies will come under the scrutiny of 
the Finance Ministry. 

Qtavun No More Unsure 

There is some encouraging news 
from the Defence Ministry where 
an inhibited Chavan is at last begin- 
ing to make his presence felt — or 
so it appears from his coherent and 
more, statesmanlike performance at 
the conclusion of the debate in 
Parliament on the NEFA Report. 
Of course, he failed to answer seve 
ral pertinent questions which were 
raised and he also continues, foi 
some odd reason, to believe that 
the army had its own intelligence 
service before the collision with 
China, but there is little doubt 
among the informed that Chavan’s 
uncertain days are over. 

Much comment 1$ also heard 
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about Subra mania in’s determination 
to build the Bokaro steel plant and 
to prove to the world that India is 
not as helpless as is implied by 
various aid-givers. Steel makers in 
several countries, including Japan, 
France, Austria and Belgium are re¬ 
ported to be interested in helping. 
If this project gets under way it may 
provide the psychological therapy 
that this country needs at this parti¬ 
cular juncture. 

Forgotten Emergency 

As for'the emergency, nobody 
seems aware of its existence although 
the ‘dangerous months’, or so they 
seem to us, are ahead. Foreign 
policy planners are still unclear 
about the repercussions which the 
developing Sino-Soviet split will 
have on our situation, Superficially, 
it appears that the Maoists in Peking 
might shift the edge of their aggres¬ 
siveness towards the USSR. And. 
then, there is the eruption on Malay¬ 
sia on which also we do not seem 
to have any worked-out attitude. 

We continue, in other words, to 
be in a state of suspended anima¬ 
tion. However. Parliament will re¬ 
assemble in November — and this 
should give the Prime Minister more 
time for the problems thrown up 
by the Kamaraj Plan. Much will 
depend on the measures taken to 
consolidate Congress ru’e, and whe¬ 
ther consolidation is possible with¬ 
out serious cleavages. 

Overheard : If Vice-Chancellor 
B F Tyabji of Aligarh is justified 
in buying himself an air-conditioned 
tar costing half a lakh of rupees 
from scarce university funds for 
trips to Delhi, then what’s wrong 
with getting hold jof discarded heli¬ 
copters for Comrrcss organisers busy 
visiting the villages of this sub¬ 
continent? 

Gbe economic Meefclp 

Foreign Subscription Rate 

Due to increase in foreign 
postal rates it has been found 
necessary to revise our foreign 
subscription rate. With effect 
from July 1963, the annual 
foreign subscription is Rs 34, 

50s or $ 7. 

A Fernandes 
Business Manager 
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Drift and Disgrace 


^OLLEAGUE Romesh Thapar did 
us proud, professionally, during 
and .after the Chinese invasion, by 
expressing how, nationally, we bad 
responded rather ltigloriouslv . to 
Peking’s petulance. He told us, 
week 'after week, how a total lack 
pf a sense, of purpose permeated the 
capital throughout the emergency, 
how intrigue and Uncertainty still 
dominated the Delhi scene. Tha¬ 
par, or any other Delhi-based re¬ 
porter, is, however, a part of the 
Delhi scene; observant yet .parti¬ 
cipant. It requires an outsider, 
sliOrt-lime visitor, to realise and re¬ 
present the shock that is the only 
possible reaction to what has been 
happening in New Delhi when the 
nation is supposed to be in peril. 
The outsider exaggerates the capital’s 
defects, perhaps; he also uncovers, 
in the process, hidden realities; 
he ignores, perhaps, the quiet hard 
work put by some; he also shows 
up, as it needs to be shown up, the 
worthlessness of the many. 

Before and after the British 

Another word of caution is neces¬ 
sary, Never, never trust a Bengali 
on the subjects of New Delhi; he 
has. still not forgiven the British 
for transferring the capital from 
Calcutta. His views arc worth re¬ 
cording only because, though as pat¬ 
riotic as anyone else, he is outside 
the main stream of undirected emo¬ 
tion that sweeps the nation today. 
He sees no virtue in a vague and 
blind anti-Chinese feeling. He can¬ 
not forget that Sino-Indian relations 
could not possibly be as before in 
face of the two significant facts of 
our time : the disappearance of 
British power from New Delhi; 
and the'emergence of a strong and ■ 
united China for the first < time in 
centuries. There is evidence that 
Nehru was once conscious'of these 
two obvious factors; the treaty on 
Tibet, for instance. It is less obvi¬ 
ous that officials in New Delhi took 
the two historic events into account. 
The contribution of officials, in the 


studied by historians. It seems, to this 
reporter at any rate, that it is alto¬ 
gether unfair to blame only the poli¬ 
ticians for all that has happened 
to us. 

, . No Perspective 

New Delhi’s sky is full of those 
American C- 104s;. you see, and, hear, 
more of them in Srinagar, where 
this reporter at this writing is 
supposed to be holidaying. Most 
reassuring. Something, is being 
done, after all. that must be done. 
No thought, it appears, is being 
given to India’s long-term relations 
with China. This emergency, how¬ 
ever long, cannot last forever. 
What then? The inscrutability and 
unpredictability of Chinese beha¬ 
viour makes thinking in this direc¬ 
tion more difficult, but not less ne¬ 
cessary. This is where political 
pressures, from the right as well as 
the left, have completely stifled the 
Prime Minister’s, and the country's, 

* thinking. Jejune slogans have re¬ 
placed destructive ideas, not only 
in the minds of politicians (which 
is only to be expected) but also in 
those of officials and intellectuals. 

One has only to speak to the Ame¬ 
ricans and the British who are help¬ 
ing us to see how New JDelh.’s official¬ 
dom has fallen in their ' esteem- 
“Your administration”, they will tell 
you after the third drink has dispel¬ 
led, diplomatic, caution, “is simoly 
not geared to this emergency”. The 
'politicians have "been, mostly right¬ 
ly. blamed for much. It. seems to 
this reporter that the bureaucracy's 
immunity, from criticism has been, 
taken too far in this country. It is 
not widely enough realised that a re¬ 
latively junior official’s reading of a 
1931 map mav leave the Prime- 
Minister with that much less room 
for manoeuvre. 

Added to the administration's 
failure, physical, to carry out the 
specific jobs created by the emer- , 

• gency is the far more dangerous 


protracted war knows that he wau¬ 
led a long war-not because it was . , 
thrust upop him (as is the case 
with Nehru and India) but because 
u long war, for him, was an instru¬ 
ment of social revolution; the lop- . 
■gcr the war went op - the more time 
and opportunity he would have 
to transform Chinese society beyond . 
recognition. New Delhi makes 
one worried because the leaders and 
their stooges, the officials, give ho 
evidence of knowing what they may 
he bringing upon themselves by inten¬ 
ding to conduct a long war with 
China. Being for the most a part 
of the Establishment, the Press, 
which slavishly reproduces the Go- 
vernment’fc trite slogans, has never 
brought home to its readers what 
social changes, affecting even the 
privileged Press, must fome if a 
long war against China is to be 
conducted with any hope of success. 

Capital Unrealities 

This is the crust of the matter. 

Sbri Nehru half-wishes to use the 
Emergency' for social change; this 
is wjty he one® spoke of the Chi¬ 
nese attack as a blessing in disguise.' 

The other half, of his mind knows 
that he is no revolutionary, what¬ 
ever the Indian Communists may 
tell him. He knows that he simply 
cannot afford the social changes 
demanded by an all out fight 
against an enemy like the Chinese. 

He is the supreme beneficiary of 
the social system obtaining in India ' 
today. 1 (Beneficiaries on the peri¬ 
phery include this reporter, which 
explains his grave concern over an 
indefinite Emergency.) Jt is not 
not fair to expect Shri Nehru to 
commit suicide. 

One knew of the shrewd observa¬ 
tion that the nearer one gets to a 
country's capital the farther one 
gets away from the realities^ this is 
esnecially true of man-made capi¬ 
tals such a« Washington. Canberra 
and New' Delhi. Yet. one had to 
come to New IVIhi to realise how 


external Affairs Ministry, the Histo failure to. think in depth about the unreal New Delhi is. Yet. aa-ain, 

rical Division in particular! to implications of an interminable eon- New Delhi is oddly reorerentative 

complicating this country’s border flirt !with China. Anyone familiar of the country as a Whole. Here one 

dispute with China- remains to be with Mao Tae-tung’s writings on -a finds, exaggerated and heightened 
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and hence inescapable, ail the 
trends prevailing in the country 
today. In New Delhi Indian decay 
has a dynamism that i» New Delhi’s 
own. The process has gained speed 
with the Kamaraj plan; six Mini¬ 
sters with abundant energies have 
been released by the Prime Minis- 
tei from the drudgery of signing 
files; they can now devote all their 
time to intrigue, regardless of die 
emergency. From all accounts, the 
Prime Minister is enjoying the new 


imbalance and the new uncertainty; 
all this, he thinks, makes his autho¬ 
rity secure. He may be right, for 
significant change is a greater threat 
to him than to anyone else in India. 

Here, then, is the basic unreality 
of the emergency. Deeply wounded 
by defeat though it is. India’s lea¬ 
dership is as yet unprepared for 
what a long war demands. It speaks 
of the Emergency, thinks of what this 
faction might be doing against that. 


The officials, sycophants all who still 
set the pace in New Delhi, care 
only for their careers in the en¬ 
hancement of which carrying fa¬ 
vour is more important than carry¬ 
ing out duties. “Contact men” with 
unlimited expense accounts com¬ 
plete the picture of corruption on 
the ground. In the air the only 
realities are borrowed C-104®. 

(To be concluded) 

— Flibbertigibbet 


BURNPUR 
-A PORTRAIT 
IN STEEL 


A buiy staelfown. Alive to the problem* of the day, 
prepared for the challenge of tomorrow. Thousand* 
live and work here day and night. AM of them think in 
term* of steel — and more steel, for India. 
Yet less fhon ten years ogo, the rated annual capacity ot 
Burnpur wos about holf a million tons of crude steel and a 
similar quantity of pig iron. A two-step expansion 
programme has since raised annual production at 
the integrated steelworks to 1 million tons of 
crude steel and 1.3 million tons of pig iron. 
The smallest additional capital cost 
can expand production further, 
by another million tons of steel 
if need be. 
Meanwhile, IISCO steel—in 
all the shapes that steel 
can take-serves India's 
developing economy. 



IISCO 

FACES THE 
FUTURE WITH 
CONFIDENCE 


- the INDIAN 

*'-HSCO> ISON A STEEL 

'— COMPANY LIMITED 

MANAOINO ASSISTS: MARTIN SURN LTD, 
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Medieval Howrah 


Nigel Harris 

Social Aspect* of Small Industrie* in India, Studies in Howrah and Bombay. UNESCO Research Centre on Soeial 
and Economic Development in Southern Asia, Delhi, 1962; 1,'15 pp. 


'J’HIS short study is mainly con¬ 
cerned with a sample of 40 
turning-shops in Howrah, with two 
attached studies of 40 blacksmithies 
in the same districL and 40 art-silk 
factories in Bombay. The study of 
Howrah turning-shops is good, in 
particular the social-economic limits 
on development. The immediate con¬ 
notation of the term ‘small industry' 
suggests manufacturing, either in 
competition with large-scale indus¬ 
try, or as one of the stages in a 
production process which involves 
modem large industry. In the case 
of the turning-shops, like thp black- 
smithies, ‘small industry’ means 
really small service industry which 
is parasitic upon large industry, an 
rdjunct to the success of large in¬ 
dustry (and, in particular here, the 
railways) rather than an indepen¬ 
dent source of employment or some¬ 
thing maintaining an autonomous 
existence. Necessarily, because so 
much attention is devoted to the 
first Howrah case, the second and 
third studies tend to be rather com¬ 
pressed and of less overall quality. 
The third case study examines a 
situation which much more closely 
ipproximates to what people usual- 
y mean by ‘small industry", mid it 
it sad that more attention could not 
lave been directed here. 

Freedom from Traditional Barrier* 

The 40 turning-shops in Howrah 
ivere dominated by Bengalis, and 
tad attained much more freedom 
from caste and other traditional 
barriers to soeial interaction than 
the blacksmithies. The industrial 
iinits were, a rough approximation 
:o perfect competition since they 
•mployed a relatively small capital 
tock (a stock which, however, only 
rlatively few would-be entrepre- 
leurs could raise), and were exposed 
o free entry fan exit) from the 
ndustry. Having grown up mainly 
ince the War, the shops as a whole 
bowed great fluctuations in act-vity 
md a High labour turnover (but 


low absenteeism, the reverse of large 
industry experience). Wholly un¬ 
organised amongst themselves, the 
turners seemed incapable of stabili¬ 
sing supply — necessarily, they were 
a prey to the highly .organised mid¬ 
dlemen who sought contracts or 
orders from the buyers and distri¬ 
buted them amongst the shops. 

By contrast, the blacksmithies 
were significantly dominated by 
particular caste (especially black¬ 
smith castes) and village links, 
were largely immigrant to Howrah, 
and maintained rural communal 
traditions even in the urban setting. 
Again, the level of capital was very 
low (lower than in turning-shops), 
and the level of requisite skill even 
lower — there were no real barriers, 
apart from the minimum financial 
requirement, to entry'. As might he 
expected, labour turnover was lower 
and absenteeism higher — but not 
as high as could be since return 
visits to the village quite often in¬ 
volved the master and his man 
together. 

Personal Relationship 

Social relationships within the 
smithies were much more personal 
than in the turning shops, much 
more closely conforming to the 
sentimentalised and almost wholly 
spurious Western conception of 
medieval work-relationships. In fact, 
social distinction between employer 
and worker had hardly begun — 
particularly where joint family 
enterprises provided the romplctc 
factory unit, or relatives or village 
neighbours were the main source of 
labour. Again, the main stimulus 
to expansion had been since the 
War, hut blacksmithies in general 
were of greater age and stability 
than turning-shops — suggesting, 
among other things, that smithing 
was shared with farming by many 
blacksmiths, and that fluctuation* 
in the. one were absorbed in the 
other: the smithy could be dosed 


down periodically, whereas turning- 
shops were mere sole business enter¬ 
prises and either survived as active 
units or went completely out of 
business. The tendency to reformu¬ 
late modern industrial conditions 
into traditional caste terms could 
also he seen, with the difference 
that in both Howrah samples, de¬ 
mand flurtuations and technical 
change constantly reactivated the 
dissolution of the inherited structure 
of relations. 

The Modern Pattern 

The Bombay art-silk factories 
were much larger, impersonal and 
even to some extent ‘bureaucratised’. 
There was littic caste discrimination 
in labour recruitment — the entre¬ 
preneurs were of decisively higher 
caste than their workers and in 
general spoke different languages. 
Some entrepreneurs knew little of 
the actual production processes in¬ 
volved and did not in general parti¬ 
cipate in production — - unlike the 
two earlier cases. Thus a definite 
modern and hierarchic division of 
labour was already possible, with 
management playing a separate role. 

Capital was tin- crucial problem 
in starting the industry, and thus 
was a substantial barrier to absolu¬ 
tely five entry — only particular 
economic strata could conceive of 
it. The art-silk manufacturers wore 
fully aware of their market, the 
financial aspect of their activities, 
and competition from large industry. 
In some cases, there had been 
strikes, and employers were faced 
with continuing trade union pres¬ 
sure. As in the case of manv busi¬ 
nessmen, the entrepreneurs had a 
background in trade, and were of 
relatively high educational qualifi¬ 
cations. Overall, the industry was 
much more completely integrated 
into the straight-forward cash mar¬ 
ket economy, subject to normal in¬ 
centives and technological stimuli, 
than the earlier studies. 
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The Differences 

Tfee first two cases and the third 
are clearly different. In Howrah, 
both men and employer were cultu¬ 
rally part of the same class, even 
though in the turning-shops they 
might belong to different strata 
(but not so in the blacksmitnies). 
In the art-siik industry, the class 
' division of a wider society ran dire¬ 
ctly and clearly through the factory. 
On the other hand, the Howrah 
turneis attained probably a higher 
level of skill than either of the other 
two cases, and necessarily were re 
quired to, he daily more inventive 
and ingenious. The independent 
echelons of skilled labour were 
apparent in Howrah, even though 
class-consciousness was probably less 
than in Bombay. Again, Howrah 
turners were fully urbanised, and 
hardly considered agriculture as a 
serious alternative — factory labour 
Was their natural habitat. 


invested capital? -p- 114, footnote 5). 
The value of the work'lie* ih : the 
picture it gives of Howrah turning- 
shops, and the opportunity this pro¬ 
vides for comparison with, for ex¬ 
ample, the Punjab machine shops. 


Wbea other survey* to the same 
field, promised by the Centre^ art 
produced, and the filial interpreta¬ 
tion is offered, the time for mom 
definitive. statements - will have 

arrived. 


Ship By Great Eastern '* 
VAG* SHIPS 

• • • and help to build up India's 
Alpplnf power and marl Urns 
trada. 


This study then focuses on three 
plateaux of small-scale economic 
development. Certainly, it raise-s 
more questions tluyi it answers, but 
it is an excellent preface to future 
work. An area where the study 
could have been much more helpful 
is in pinpointing what the precise 
impact of Government is or could 
be cither to stimulate or restrict 
such industry. Some attempt is made 
to do this for Howrah turners, hut 
the main upshot is that at present 
the Government impact is negligible 
or restrictive. Given the protesta¬ 
tions and activity of the Government 
on this score, the study could have 
directed more attention at this ques¬ 
tion — whether more freedom or 
more Government credit could help 
the turners, and how such changes 
should be carried out in Howrab. 
The problems of the blacksmiths and 
art-silk manufacturers on this score 
receive almost no treatment. 

Incomplete Study 
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THE GREAT EASTERN SHIPPING 
COMPANY LIMITED 
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The study thus, for all its excell¬ 
ence. is still very incomplete. If 
standardised procedures for all three 
cases had been used, and equal 
weight given to each, closer compa¬ 
risons would have been possible. 
The second two studies exhibit some 
signs of carelessness and haste (does 
the art-silk industry really contri¬ 
bute to the State in taxes and levies 
annually a sum equal to half of its 
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StHazar 9 s Losing Battles 

Angola and Portugal 

Frederick F Clairmonte 


28j 1963 


Salazar's hopes of smashing the freedom movement in Angola by military force and a form of village 
regroupment, based on the Algerian and Vietnam pat.ern, is ludicrous. 

, Portugal just does not have the resources to carry on the war with the Angolan nationalists who are 
better organised today than ever before. 


Further, American pressure has now decisively tipped the scales against Salazar in Angola. 

Just as Algeria sounded the death-knell of the Fourth Republic in France, Angola appears to be 
destined to be the grave-digger of Salazar's dictatorship in Portugal. 


«yiSIT Portugal’s beautiful pro¬ 
vince of Goa” read the tour¬ 
ist poster in one of Luanda’s bars. 
When 1 laughingly pointed at it, 
the barman shrugged his shoulders 
and said; “it was there before my 
time; only the foreigners notice it.” 
It was symbolic. In Salazar’s 
Africa the clock had ceased to tick, 
or so it spemed. But beneath the 
provincial quiet it is obvious that 
the pulse of history beats at an 
accelerated tempo. Luanda is not 
at all comparable to pre-F.vian 
Algier where the tension was elec¬ 
trifying. Yet this small city washe,d 
by the waters of the South Atlantic 
is now shrouded in a pall of chro¬ 
nic apprehensiveness. 

This is a white man’s city as it 
was meant to be by the colonizers. 
It is unique in all of Africa. All 
the tertiary employment is account¬ 
ed for by the poor whites: waiters, 
petty clerks and prostitutes (speci¬ 
ally brought from Portugal on a 
contract basis). The African’s pre¬ 
sence here is tolerated: illiterate 
and unskilled his income stands 
in glaring contrast to that of the 
5 ortugucse worker. Admittedly, 
there is no official colour bar, but 
an economic colour bar there is and 
it is an extremely effective one. 
vine need not leave Luanda or Nova 
risboa to be convinced of this. The 
schools, save for a sprinkling of 
Afro-Asians, were all white. When 

enquired why there were no Afri¬ 
cans, the reply invariably was that 
they never applied for admission. 

do not know if my interlocutors 
intended this as a humorous aside 
or not. Yet officialdom has its 
moments of truth. “Everything in 
Angola is integrated if one has 
money", said a school teacher. This 
is the core of the matter. True 


enough, and after 500 years of the 
blessings of a supposedly Christian 
civilization, more than 95 per cent 
of the population is illiterate, sad¬ 
dled by one of the highest morta¬ 
lity rates in the world, grovelling 
in appalling misery, and compelled 
to flee their land in search of em¬ 
ployment to the Rhodcsias. the ex- 
Belgian Congo and S W Africa. 
More than a million and a half 
Angolans (including refugees) 
have left Angola since 1945. The 
great magnet was Leopoldville, 
particularly during the decade of 
Congo’s economic miracle between 
1950 and 1959. 

Dogmas of Salazar Regime 
The Governor-General of Angola. 
Silvino Silverio Marques, is dising- 
enous when he states: 

“Our policy is the best of all 
policies. It ensures the defence 
of western Christian civilization. 
To the Africans, Portuguese pre¬ 
sence and laws have offered 
opportunities that they would 
never enjoy in an independent 
country. I am profoundly con¬ 
vinced that it is infinitely better 
for an African to be a citizen of 
Portugal than to be a citizen of 
Angola”. 

If this is part of the traditionally 
accepted claptrap of a diseased 
colonial power, it is an opinion 
which is widespread nninmr many 
officials to whom the truth of a pro¬ 
position is related to the frequency 
with which it is enunciated. Like 
Algerie Franeaise, the dogmas of 
the Salzar regime are now under¬ 
going extreme unction. 

To argue that the liberation 
movement in Angola is being led 
by a ■ handful of subversives and 
that pacification is just around the 


corner is a delusion that Portugal 
can ill afford. Luanda, Nova Lis¬ 
boa. Benguela, Lobito, Uige, Huam- 
bo, are garrison towns, peopled 
with green bereted para-commandos 
and army men armed with conven¬ 
tional NATO weapons and num¬ 
bering fifty thousand. The Secret 
Police, the Policia Intcrnacional 
e de Defesa do Estado are ubiqui¬ 
tous. Military expenditures in¬ 
curred on the war now gouge 
almost fifty per cent of Portugal’s 
exiguous budget. 

When the revolt broke in the 
north-east on March 15, 1961, the 
Portuguese were caught in a state 
of total panic. Many of the eye 
witnesses were unaware that the 
percussion of the drums of Pan- 
Africanism could be heard in An¬ 
gola. Events in the Congo in Janu¬ 
ary 1960 and in July of the same 
year fjad been forgotten, abhough 
the handwriting on the wall was 
legible enough to all those who 
cared to read it. Embalmed in their 
delusions it was inconceivable that 
the quiet slave would ever question 
an order that reached back to 1482. 
The dramatic upsurge of Angolan 
forced labour and peasantry ended 
once and for all the era of the 
quiet Aneolan. A Portuguese jour¬ 
nalist, with no sympathies for the 
nationalist cause, who was an eye 
witness of the insurgents’ advance 
in the north-east summarized the 
feeling of many when he said: 

“It will never be the same 
again. Never. The shattering 
swiftness with which these pea¬ 
sants struck was unimaginable. 
We wpre literally stunned. All 
the non-discrimination notwith¬ 
standing, we secretly believed 
that the African was incapable of 
any kind of organization, far less 
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" Impeccable... smooth... prompt,” 

suggested Ft son. 

•‘No. no." said Tata. 

"Quiet... personal...careful,” offered Ralll. 

"Got It!" said Tata, a gleam In his eye. 

“Integrated! ” 

Fison and RailI agreed. Tata had a way with words. 

Together they said, "We offer the 
farmer an Integrated service. The finest range 
of fertilizers and pesticides In India. 

And what's more, we advise him on their use.” 

"A comprehensive service,” said Ralll. 

"A complete service," said Fison. 

, "An Integrated service." to Id Tata. 

Tala-Fison and Rallis have combined their 
separate marketing organisations into a single, 
unified service. For the future, all Tata-Fison 
products will be marketed by Rallis' Fertilizer 
and Pesticides Division. The merger will prove 
of immense benefit to the Indian farmer. For 
the first time, one integrated service will provide 
advice and products covering both crop growth 
and crop protection throughout the country ■■. 
a notable contribution to the cause of agri 
cultural progress. 
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of a systematic armed tiprftAg- 
Perhaps more so because we nad 
■conditioned ourselves to believe 
that such an event was impossible 
despite what happened in the 
Congo a year earlier”. 

For a variety of historical rw»- 
sons, the' dominant one being the 
retardation of the nationalist move¬ 
ment and the repressive measures 
of Lisbon, the liberation movement 
was' forced into clandestinity from 
its inception. “It could not hap¬ 
pen here”, had now ceased to be 
true, as it had earlier been in the 
Belgian Congo. 

Rebellion Becomes War 
In their obtuseness, Lisbon’s 
emissaries could not perceive the 
tornado of change that was sweep¬ 
ing all of Africa. Ensconced in their 
flesh pots they remained impervious 
to change, given the structure of a 
colonial autocracy and the naked 
fascist dictatorship that had batten¬ 
ed on Portugal so relentlessly since 
1928. 

The Portuguese reaction after the 
bewildering impact of the blow 
was one of sheer ruthlessness that, 
perhaps, could only be paralleled 
in terms of ferocity by France’s 
punitive measures in Madagascar 
and Algeria in 1945. Dozens of 
villages were napalmed and 50,000 
Angolans butchered, imprisoned or 
deported to the concentration 
camps of Bahia dos Tigres and 
Demba, amongst others. *, 

Rebellion had now been escalated 
into war. Originally armed with 
primitive shortguns, knives and 
cutlasses the Liberation Army 
under Holden Roberto’s leadership 
has now been turned into a discip¬ 
lined fighting guerilla force armed 
with automatic weapons, mortars, 
radio transmitters and all the. para¬ 
phernalia necessary for the prose¬ 
cution of a classic guerilla war. 
With deep roots amongst Angola’s 
masses these seasoned guerillas now 
numbering approximately 20,000, 
have become invincible. This much 
is admitted by the more liberal ele¬ 
ments within Angola and even 
among certain members of the arm* 
ed forces; yet the diehards persist. 

“We are here to prosecute a 
war”, one officer said to me, “and 
we shall stop at nothing before vic¬ 
tory is attained. It means that the 
communist rebels must be extermi¬ 


nated. If we fail we shall be guilty 
of disloyalty". Admirable in its 
candour it reflected the mood and 
pattern of conduct that I witnessed 
in Algeria among many of the 
French officer caste, though by no 
means all. The corollary that 
follows from such logic is implac¬ 
able: the enemy is to be destroyed 
with no qualms of conscience. My 
Portuguese interlocutor informed 
me that few, if any, prisoners were 
taken. In every battalion are to 
be found experts on ‘psychological 
warfare’, many of them French 
■ legionaires who had pot forgotten 
the techniques they learnt and 
applied so unmercilesly in Indo¬ 
china and Algeria. 

Algeria-trained Guerillas 

Yet the torture methods perfected 
by General Massu’s devotees have 
had the reverse consequences from 
those anticipated. It has steeled the 
resistance of the peasantry and 
strengthened the hands of the gue¬ 
rillas, as it did in Algeria and Viet¬ 
nam. Given the colossal size of the 
country (800,000 square miles, 
or an area fourteen times the size 
of Portugal) it is impossible for 
the colonial army to effectively come 
to grips with an invisible guerilla 
force, highly trained and highly 
mobile. These guerillas have teen 
trained by Algerian instructors 
in Thysville in Congo republic, 
100 miles from the Angolan fron¬ 
tier. The strategy of the Alge¬ 
rian war has been studied and so 
has the experience of Cuba and 
Indo-china. The manuals of the 
Chinese guerilla theorists and Che 
Guevara and U S army handbooks 
have been grist to their mills and 
are now being applied with de¬ 
moralising effect, as my talks with 
Portuguese militiamen confirmed. 

The.Angolan partisans have per¬ 
fected underground communication 
networks that match the ingenuity 
of those that I had seen used by 
the Viets in Indo-china. And these 
same primitively armed tribesmen 
are no longer the same men that 
fought in March 1961; they have 
become transformed into efficient 
killers and masters of modern tech¬ 
niques operating in highly mobile 
groups of 15 to 20 men. 

Undermined by Afro-Asian opi¬ 
nion and the verdict of all free men, 
Portugal’4 externa! position is grow¬ 
ing increasingly untenable and in¬ 


ternally Continues to rest on fragile 
foundations. Unfortunately, the at* 
tionalist movement, until recently, 
was split into two conflicting 
group*: the Angolan People’s Union 
led by Holden Roberto and the Po¬ 
pular Movement for the Liberation 
of Angola led by the Afro-Portu- 

f uese Mario de Andrade. The M P 
A has now become a shadow or¬ 
ganisation and de Andrade, from 
hie refuge in Cairo, haa relinquish¬ 
ed his command of the party. The 
Committee of Reconciliation, father¬ 
ed by the Addis Ababa conference 
of January 1963, composed of nine 
African powers of which Ghana and 
Algeria were, members, emphasised 
the leading role in the actual fight¬ 
ing of Roberto's party. There is now 
for the first time a unified military 
high command. 

Only Ideology i Freedom 
De Andrade, a militant Marxist, 
saw the future solution of Angola’s 
problem exclusively in socialist 
terms and the members of his group 
made no bones of their convictions. 
Roberto is a pragmatist who waves 
no ideological flag save that of 
Angola’s immediate freedom. He 
has been accused by his adversaries 
and certain African spokesmen of 
being a tool of ‘American and Bri¬ 
tish imperialism’. I raised this issue 
with him in a two-hour interview 
in his shabby party headquarters in 
Leopoldville, reminiscent of the 
modest G P R A headquarters in 
Tunis. He replied that he first came 
face, to face with this indictment 
when he visited Guinea. He repudi¬ 
ates it, contending that he is pre¬ 
pared (o accept arms from any 
source as long as they do not en¬ 
tail ideological commitments. His 
links with the U S are close and 
amiable and he has visited that 
country several times, but never 
the socialist countries. His provi¬ 
sional government in exile has now 
been recognized by Algeria, Sene¬ 
gal and the Congo. 

Further, he claims that the accu¬ 
sation that he is a prisoner of Ame¬ 
rican interests is untrue since even 
the Portuguese have not ceased to 
label him a communist, As to the 
socialist strivings of the M P L A he 
dismissed these as insincere and its 
votaries as merely peddling slogans 
and ideas that were meaningless in 
the Angolan context. In flawless 
French, Roberto outlined with a 
diamond hard mind the obstacles 
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#uH) laced them. Hife Corpmittea if 
Reconciliation had demonstrated 
the absurdity of the charge that he 
was an agent of American interests. 
“Why did you tell a Time reporter 
that your guerillas would hack to 
pieces any Algerian’ volunteers if 
they touched Angolan soil ?”> f 
asked. “I never said any such thing” 
he replied indignantly. “This is a 
vile invention by an American jour¬ 
nalist hunting for th? sensational, f 
rdspeSt Ren. Bella and our relations 
iktv excellent. The Algerian revolu¬ 
tion is a great achievement in Afri¬ 
ca and for many an inspiring one, 
hut 1 - do not see eye to eye with 
Ben Bella on all and every' ques¬ 
tion. The Angolan and Algerian 
revolutions are different social phe¬ 
nomena. We appreciate Algerian 
aid and instructors, but the fighting 
must be done by Angolan men and’ 
women". Wlyat he meant Was that 
,actual fighting constituted a school 
for thousands of future administra¬ 
tors, as in Algeria. 

Tribalism t>* Nalionaliiuii 

There was no posturing in hit 
methods of talking, his manner was 
direct and straightforward, and his 
rigorous analytical skill in dissect¬ 
ing an argument and coming to the 
Heart of a question remarkable as 
his mastery of detail was signifi¬ 
cant. 

As to the more serious allegation 
that he had recruited his guerilla 
force from the northern Bakcongo 
tribesmen and that he was a triba- 
list Roberto claimed that this wns 
not so. I am personally sceptical 
of his reply. He may be free from 
the tribal tinge, but I do not know 
if he would not heat the. tribal drums 
if he thought it was in his interest 
to do so. The tragic tribal divisions 
in the Congo which have now re¬ 
sulted in the breakup of the six 
provinces inherited from the former 
colonial power have ripped the 
Congo wide open. In fact, the Con¬ 
go has ceased to be a nation and 
lias degenerated into a coterie of 
conflicting tribes and factional* poli¬ 
tical groupings. We spoke of the 
tribal scourge at length and Rober¬ 
to is' cognisant that such a policy * 
would rip Angola apart as decisive¬ 
ly as it has' done the'Congo. 

' Indeed, Salazar has pinned his 
hopes on the disintegrative forces in¬ 
herent within tribalism as a bul¬ 
wark against nationalist encroach¬ 


ment But while be could count 
partially, on such -a social force, 
it ia & poor one, particularly if used 
by a white man, It remains to be 
'seen once the euphoria of the revo¬ 
lutionary war is worn thin and in¬ 
dependence assured if these, tribal 
forces would not emerge and des¬ 
troy what has been achieved at such 
an immense cost in human suffer¬ 
ing. The Congo offers the classic 
precedent, 

Roberto is a voracipus reader who 
is acquainted with the thought of 
. Marx, Lenin, Mao Tse Tung and 
CaStro, .hut he is not’a Marxist. To 
my motion as to who were the 
. thinkers that most influenced him 
he replied that thr forte of emits 
in Africa was his great teacher and 
in particular the savage exploitation 
, of his own country by an alien in¬ 
truder, but that two dominant think¬ 
ers that .clarified his views were 
West Indians: George Padmore and 
the psychiatrist Franz Fanon, the 
ideologist of the Algerian revolu¬ 
tion and author of the now celeb¬ 
rated work, Les damnes dr la teire. 
Widely travelled in all of Africa 
and the U S, Roberto acknowledges 
his debt to these revolutionaries, 
yet with understanding bom of the 
grotesque tactical blunders of Lu¬ 
mumba, he is prepared to move 
cautiously. 

Portugal Bleeding While 

The colonial rbntention that the 
liberation struggle will be smashed 
by military operations in conjunc¬ 
tion with a metamorphosis -of the 
rural areas. is • nothing short of 
ludicrous. Much of this rural 
transformation lakes the form of 
village regroupment and finds its 
counterpart in Algeria and Viet¬ 
nam. In Algeria more than a mil¬ 
lion and a half persons were dum¬ 
ped into these camps that were re¬ 
dolent of concentration camps. The 
truth is that Portugal does not Have 
the resources to put into effect 
either a Constantine Plan such as 
France conceived,- or even to prose¬ 
cute the war much longer.' In fact, 
all of the arms, including fighter 
and reconnaissance aircraft are pro¬ 
vided by N A T 0. 

An effective arms embargo against 
Portugal has been. opposed by Bri¬ 
tain’s Sir Patrick Dean (an alleged 
large shareholder in the Tangan¬ 
yika Concessions Company) and 


Fr«iw»W Seydoux in the re¬ 
cent General Assembly debate of the 
U N. Enormous quantities of West 
German military equipment is to be 
seen in Luanda, including jeeps 
and lorries. 

The position of the United States 
Government is clear-cut. It sup¬ 
ports nationalist aspirations both 
militarily and financially. In his 
recent talks with Mr Salazar and 
Foreign Minister Mr Franco Nogue- 
ira, Mr Mention Williams said that 
although the U S recognizes that 
racial discrimination, as official 
policy does not exist, “the inferior 
economic status of the natives tends 
to create a stratified social order", 
and that the U S did not have the 
. intention of supplantihg the Portu¬ 
guese in its African colonies. 

U S Tips the Scales 

There are American investments 
in Angola and the U S constitutes 
an import market for its exports. 
Many of my Portuguese interlocutors 
expressed their contempt of the 
sincerity of American thinking with 
regard to discriminatory practices. 
“I cannot see”, declared one senior 
civil servant in Luanda, “why the 
l) S is so obsessed with the so-called 
inferior economic status of our 
Portuguese citizens. We have solved 
our racial problem, whereas they 
have not. solved theirs. What they 
want is to substitute American pre¬ 
sence for ours here as they did in 
the ex-Belgian Congo and in Viet¬ 
nam. And this is the reason why 
they support Roberto”. 

The undeniable fact is that Ame¬ 
rican power has now tipped deci¬ 
sively the scales against Salazar. 
Given the freedom upsurge of the 
American negro it is unlikely that 
Portugal can convince the Kennedy 
administration that together with 
Pretoria it remains the sole friend 
of the West in Africa. Whether the 
mediatory intervention of Mr Ball 
and Mr Mennon Williams can bring 
Salazar to the green table remains 
to be seen. 

In his public speech of August 
12, Dr Salazar repeated the time¬ 
worn platitudes that “Angola is an 
integral and inseparable part of Por¬ 
tugal”. A vicious public utterance, 
however, is not a private thought 
and his interview with Mr Pinto 
Bull, the leader of the Union of the 
Populations of Guines recently, in 
Lisbon are straws in the wind. 
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Oppoiiticn within Portugal 7 

If Dr Salazar’s decrepit empire 
» badgered and bedevilled by the 
internal onslaughts of the nationa¬ 
list within Angola and Mozambique, 
he is equally faced with a growing 
opposition within his own wretched¬ 
ly underdeveloped country where 
dictatorship and police terror mark 
the faces of the Portuguese, as so 
pungently described by the Brazi¬ 
lian ambassador in 1960 : 

“ Their tormented expressions 
reflect demoralization, revolt, of¬ 
ten despair and always intranqui- 
JHty, insecurity, and fear. Fear of 
unemployment, fear of prison . • • 
This same phenomenon is visible 
in the country, in areas where 
collective life is not on the show- 
window pattern of Lisbon and 
Oporto. The tourist ... is often 
heard to exclaim : ‘magnificient 
roads’, ‘well cultivated fields’ , . 
Rut a Rrazilian who knows the 
reality perceives what is behind 
and beyond this facade. He knows 
that none of these things belong 
to the Portuguese people; he 
knows that these things belong on 
the contrary to a handful of rich 
hankers and feudal landlords, to 
a small group of men who con¬ 
trol the reins of political power 
This group is formed by prosper¬ 
ous business men who hold mono¬ 
polies and who are engaged in 
the pursuit of official prestige and 
the amassing of quick fortunes 
and who receive the sanction of 
the State in their dubious tran¬ 
sactions . . .” 

Algerian Parallel 

With an annual per capitu in¬ 
come of 8 120. an infant mortality 
rate of 90 per thousand (or double 
that of Japan) and 40 per cent of 
its inhabitants illiterate. Salazar is 
presumptuous even to speak of a 
civilizing mission. To be sure, his 
poverty-striken fascist regime stands 
011 the rim of a revolutionary 
volcano. 

The only organized political force 
in Portugal is the Communist party 
which functions within the cata¬ 
combs of illegality with extensive 
ramifications among the peasantry 
and the urban working class. More¬ 
over, its links with the students and 
faculty members of the universities 
of Coimbra and Lisbon are remark¬ 
ably strong as was seen recently 
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when die professorial and student 
body fought the police within these 
university preciltts. In this atmos- 
pherc of police-state methods The 
Times correspondent in Lisbon noted 
in August of this year : “Arrests of 
men and women on suspicion of 
subversion continue at an accele¬ 
rated pace . . . Many professional 
men and women whose liberal 
thinking brings them under suspi¬ 
cion have been arrested. This is an 
uneasy country, where citizens can¬ 
not close their front doors and know 
they are safe”. Yet the tide of op¬ 
position inexorably rises. Just as 
Algeria was the gravedigger of the 
moribund Fourth Republic, so are 
Salazar’s colonies destined to play 
the serpent to a corporate stale that 
has been in existence since 1928. 

National Dialogue Urged 

The rumblings of opposition arc 
now audible. Marshall Cravciro 
Lopes, President from 1951 to 1958, 
has openly called for an end to 
censorship and police state methods 
and urges a national dialogue on 
vital questions affecting the nation's 
destiny. The external pressure on 
Portugal' deepens these cleavage* 
General Camara Pina of the army, 
and General Pinto Rez, chief of the 
air force have declared that with¬ 
out external military equipment it 
would be impossible to ensure Por¬ 
tuguese paramountry in her African 
colonies. Further, an important fac¬ 
tion of industrial leaders, including 
Mr Jorge de Melo, director of the 
powerful Companhia Uniono Fabril. 
shares the views of Marshall Lopes. 
Nor is this surprising. Already the 
economy is trapped in the miasma 
of stagnation, with unemployment 
rearing its head and prices of staple 
foods, including salted codfish, 
rising sharply; and this in a country 
faced with a burgeoning population 
and an agriculture which still bord¬ 
ers on the mediaeval. 

The Lopes-de Melo thesis is that 
if Portugal is to survive it must 
reach a negotiated settlement with 
the African nationalists in order to 
direct its resources to the moder¬ 
nization of the economy. For it is 
only in this way that it can meet 
the competition oi E F T A and 
E C M. And hence peace in Angola 
becomes imperative for survival. 
Another variant of this thesis is that 
if Goa had been granted indepen¬ 
dence at the propitious hour the 


buoKtiattati inflicted cm Portuguese 
arm’s would have been avoided. 

No O A S 

The feudal families within Portu¬ 
gal and the notorious ‘thirty fami¬ 
lies’ in Angola (many of whose fad- 
endas exceed 80,000 hectares) and 
business interests in Angola ate op¬ 
posed to any compromise. Here 
again it must be borne in mind 
(and the Algerian and Indochinese 
precedents are illuminating) that 
nationalists’ funds are partially, 
derived from the large facenderos 
and business interests in the form of 
‘protection’ money. Many of the 
more retrograde elements within 
this social class speak of a ‘Brazi¬ 
lian solution’, i e. independence 
from Portugal and they fear that 
Salazar is preparing a compromise 
that would jeopardize their inter¬ 
ests, 

So far this strata has shown no¬ 
thing of the organisational cohesive¬ 
ness of the O A S, or for that mat¬ 
ter, nothing of its ferocity. And it 
is unlikely to have any such cohe¬ 
rence, because among the European 
community in Angola the social 
divisions are monstrously large, 
with the lower income groups open¬ 
ly declaiming that the country has 
come to such a pathetic impasse 
because of the refusal of the rich to 
pay taxes and their policy of forced 
labour. Military operations have 
merely accelerated this rift. The 
conscripts to whom J spoke in An¬ 
gola saw no reason for the war, 
and many expressed the view that 
they were Fighting for the rich and 
that they had nothing to gain by 
its continuance. To the right of 
Salazar is the monarchist parly 
linked with all the forces of the 
traditional order. 

Members of the legal liberal-de¬ 
mocratic opposition are inadequately 
organized but many of their younger 
bloods arc calling for a working 
arrangement with the Communists 
as one way out of the political 
deadend, Moreover, the exiled 
groups residing in Brazil led by 
General Humberto and the courage¬ 
ous Henrique Galvao have left their 
imprimatur. If is this conjunction of 
forces both within Portugal and out¬ 
side that will determine the future 
contours of Angola and that of Por¬ 
tugal itself. 
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Human Factor in Agricultural Development 

Study of a Tribal Community 

Niranjan Saha 

The tiny territory of Tripura is beset by many social and economic problems, The most formidable 
of these perhaps, is the rehabilitation of tribals urho carry on a type of predatory agriculture. 

The Tripura Administration has put into operation two schemes to rehabilitate these people. The 
study of the impact of these schemes attempted here, shows that in a tribal community equal social and 
economic stimuli may produce different results depending upon subjective factors tike attitudes to work, 
to tiving standards, etc. 


T’HE reactions of tribal commu¬ 
nities to agricultural develop¬ 
ment and social welfare projects 
was studied in a village survey 
undertaken by the Agro-Economic 
Research Centre for North East 
India, Jorhat, in a Government spon¬ 
sored Tribal Welfare Colony in Tri¬ 
pura 1 , This survey has shown that 
with same sorts of economic bene¬ 
fits, persons of similar social and 
economic background achieved diff¬ 
erent degrees of progress in their 
adaptation to new ways of life and 
living. The importance of non-eco- 
nomic factors is profound in a tri¬ 
bal community. 

Socio-Economic Background 
A brief account of the social and 
economic background of the people 
under study may not be out of 
place. The tiny territory of Tripura 
is beset with many social and eco¬ 
nomic problems. The most formid¬ 
able of these, is, perhaps, the reha¬ 
bilitation of over one lakh ‘Jhumia’ 
population who move from one 
place to another with the Jhum 
cycle 2 . These people are accustomed 
to live a simple and easy-going life; 
their needs are few, aspirations 
limited and standard of living very 
low. But their rehabilitation is not 
only an economic problem as it in¬ 
volves social and psychological 
questions. The Tripura Administra¬ 
tion has initiated several projects 
for improving the lot of the Jhu- 
mia*. The. Jhumia Colonisation 
Scheme is one such project’. Work 
on the Settlement Scheme of the 
Jhumias was started by the Tripura 
Administration in 1953 at Katha- 
liacherra. The principal objective 
of the colonisation Scheme was to 
induce shifting cultivators to adopt 
settled farming. 

The results of the survey showed 
that the colonisation Scheme has 
been a partial success and settled 


farming has got a mixed reception, 
It was seen that 41 per cent of the 
families left for unknown destina¬ 
tions after receiving the benefits 
under the scheme. Of the remain¬ 
ing 49 per cent (36 families), the 
occupational pattern is as follows 4 : 


Occupational Class 


(1) Solely settled 
farmers 

6 

167 

(2) Mainly settled 
farmers 

U 

30.6 

(3) Mainly jhumias 

10 

27.8 

(4) Solely jhumias 
and others 

9 

26.00 

Total 

36 

100.00 


Thus 16.7 per cent of the fami¬ 
lies have been converted to settled 
farming, 58.4 per cent are in the 
transitional stage and 25 per cent 
are still following their traditional 
occupation. There is another way of 
looking at the picture. There are 
three types of farmers among the 
colonists — the first group is prog¬ 
ressive and has the ‘will to develop’ 
its farms. In contrast, there is an¬ 
other group which is indifferent 
to better life and living and pre¬ 
fers to stick to its traditional way 
of life, There is a third section 
which has changed its technique of 
production, but is indifferent to 
better life. 

Three Households 
In connection with the survey of 
the Kathaliacherra Jhumia Settle¬ 
ment Colony, the author carried out 
case studies of a few selected house¬ 
holds with a view to pin-point the 
factors which have caused different 
levels of development amongst simi¬ 
lar people. Data from three house¬ 
holds (A, B, and C) are presented 


in this paper. The household ‘A’ 
belongs to the group which showed 
marked progress, the household ‘B’ 
has shown decline and the house¬ 
hold ‘C belongs to the group which 
could not show much progress, 
though it entirely changed its tech¬ 
nique of production from Jhum to 
settled farming. Although these 
three households belong to three 
different groups, none of the house¬ 
hold is ‘representative’ of the group 
it belongs to in the strict statistical 
sense. The three households are 
chosen deliberately, on the basis of 
certain common characteristics in 
social and economic background. 
These are : (i) they were solely 
dependent on jhum farming before 
settlement in the colony; (ii) they 
had similar family composition at 
the time of settlement, that is, they 
had equal numbers of working and 
consuming units; (iii) they got al¬ 
most similar housing, financial and 
other benefits under the government 
schemes; and, (iv) they belong to 
Reangs\ 

Table l presents data on the fami¬ 
ly composition and characteristics of 
the three households under study. 
In respect of working units, house¬ 
hold C is at a disadvantage com¬ 
pared to other two households 
having 3 working members each. 
The head of the household ‘A’ is 
literate, but his counterparts in 
other two families are not. All the 
three households send their child¬ 
ren of school-going age to school 
except househoj|p|B’ which does 
not send a gir^|®|dt ; B to school. 

Economic •' Performance 

Though in respect of the above 
there is little difference, there has 
been a wide gap between the posses¬ 
sion of economic assets and per¬ 
formance in agriculture. Table 2 
gives data on the acreage under 
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It-wiil be. seen from-Table 2 that 

boittAoM/A’ hsd a .net 'sown area 
<jf 6.15 acutes — 4,15 acres in settled 
fanning, and 2.00 acres in Jhum 
farming and raised crops worth ap¬ 
proximately R» 1,500.00. Against 
thin the solely Jhumia household B 
worked on a patch of 2 acres of 
Jfhuikt land and raised crops worth 
about Rs 400.00 and household C 
working op 3.4 acres of land raised 
crons, worth about Rs 500.00. This 
will amply' show that household A 
produced about three times or more 
than the other two. This was possi¬ 
ble only because of the extraordi¬ 
nary teal and energy of the head 
of the family and his practical 
bent of mind. Working hard on 
. the land allotted by the Govern¬ 
ment, he attracted the attention of 
the extension officer and utilised 
the facilities offered to the jhumi&s 
to the maximum. This bore fruit 
and he could purchase sortie acres 
of low-larid .particularly suited for 
paddy cultivation. The practical 
sense of the man has prompted him 
not to give up jhum farming alto¬ 
gether.. He has utilised the labour 
of his wife and daughter who are 
adept in jhum farming. This has 
earned him a gross income of Rs 
400.00 which is equal to the total 
income of household B. The cru- 1 
cial factor is thus the attitude to 
work and to better living. In this 
respect, tire case of Household C 
may be cited. This household has 
accepted settled farming as its 
mainstay, but this has not paid it 
as well as it' might have expected. 
This may lure it to take up jhum- 
framing in addition to settled farm¬ 
ing. • 

The economic condition of the 
household toay be reassessed with 
- reference to the possession of assets^ 
Some of the assets owned by the 
three households are shown in 
Table 3, Households A and C who 
are relatively progressive possess 
similar assets, which are far supe¬ 
rior to the assets, possessed by 
Household B. The household l B’ 
stuck to Jhum farming though 3.50 
acids of land were allotted to" it for 
settled cultivation. The amount tff 
Rs 500.00 paid to it for the pur¬ 
chase of bullocks etc, it seems, was 
used for consumption. In respect 
of housing, while households A and 
C are living in the colony houses 


constructed at ft cbist of Rs 1,000.00 
each, household B constructed * 
traditional ‘Machang’ house beside 
the colony house which was in’ * 
dilapidated condition, *. Hie con-, 
straction of a traditional house for 
use is- symbolic of. the attitude of 
this household to hon-treditionai 
ways. . • '""'j . . . • 

Conclusion i 

The foregoing discussion brings 
out two significant facte ; 

(a) personal attitudes to ways 
of life play important rede in agri¬ 
culture in a tribal qpmraunity, and, 
' (b) equal social and economic 

stimulus may produce different re- 
salts, depending upon subjective 
factors like the attitude to work, to 
living standards etc. 

Notes 

1 Saikia, Saha and Sarnia : " Kathalia- 
cherra, Report on ■ the Socio-Econo¬ 
mic Survey of Government-Span- 
sored Jhumia Colony in Tripura, 
Agio-Economic Research Centre for 
N E India, Jorhat (Unpublished). 

* ‘ Jhumia * is from die word ' Jhum ’ 

which, stands for a predatory typo 
of agriculture practised ' by semi- 
nomadic hill tribes of north-east 
India. 

A Jhum cycle is the period of 


fallowing befW«« two successive 
jhum pperations «a a plot trf land 
The'Jhum cycle has been reduced to- 
4 to;. 3 yean in Tripura compared to 
n normal period of 10 to 15 yeari- 
For the eradication and control of-, 
jhum farming, , the Administration 
has" two schemes ; , 

(li -.The Jhumia Settlement Scheme 
initiated in 1953. under the First 
Plan provided each Jhumia fa- 
nrily willing to take -up settled 
farming with 4 acres of land— 
--■ptefeiably 2 acres Tills Cup-' 
tend) and 2 acres Lunga (low- 
land r' and a gram of Rs 500 
, for purchase of bullocks, imple¬ 
ments arid seed, etc;.and. 

(iij . The Jhumia Colony Scheme, 
i taken up in 1957, In the Se¬ 
cond Plan, to expedite arid sup- 
" plement the works started under 
the first Scheme with the pro¬ 
vision of a house in a colony, 

' A Colony is alio provided with 
medical, veterinary arid educa¬ 
tional fupto junior basic stan¬ 
dard ) ‘facilities.; 

The occupational .classification is 
based on gross income from the two 
systems of agriculture. 

The Rnangi are an important tribal 
community of Tripura. They, ore 
traditionally jhumias. Though they 
have close affinity with, the Tripuras, 
they remained very backward social¬ 
ly arid economically ' due to their 
sticking to Jhum fanning. • 


Table 1 t Family Composition and Characteristics 


House- 

Bex distribution 

Economic Status 

Educational 

—-- r ~r-> 

Statu* 

holds 

M F TouT 

Wor- Hel- Depen- 

L IL Student 



ker per dant 



A 

2 3 5 

2 1 2 

1 2 

2 ' , 

B 

2 3 5 

3 -2 

4 

1 

C 

% 

CM 

* 

2 4* 

4# 

2 

* One male baby is only 6 months old.. , 



Table 

3 i Acreage under and Income from Agriculture, 1960- 61 


Acreage under Annual 

Gross In* 



Settled Farming 

Thum 5 CO,ne 

from 

* Total 

Household 

Net afea Cropped 

Farming SftW l cd 

Jhum 



sown Area 

Farming 

Farming 



Acres Acres 

■Acres ‘ Rs 

Rs 


A 

4.15 7.15 

2.00 . 1100.00 

400.00 

1500.00 

B 

_ _ 

2.00 — 

400.00 

400.00 

.c 

3.40 3.50 

500.00 

— 

500)00 


Table 3 : 

Housiritold Assets, 1961, 

i 

Households 

Land Owned 

Livestock 

-■»;Rousing 




Work Young 


Floor * 


Tilla Lunga 

stock stock Poultry Units 

Space 


(ricrej) 

( Number) 


■ (i, it) 

A 

1.90 3.00 

2 1 

32 3 

552 

B 

1, 50* - 2.0(5’ 

- . T ' 

8 2 

344 

C 

1.00 3.80 

2 1 

6 2 

405 


1 Not cultivated; 
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ACC 

QUALITY PRODUCTS 

TO HELP INDIA’S 


INDUSTRIES 


ACCOCID 


ACC0SET-50 


FIREBRICKS 


.. .a special acid-resisting 
cement, proof against 
both acids and chemicals. 
For setting acid-resistant 
bricks In acid towers, 
fume stacks, acid storage 
and pickling tanks...wher¬ 
ever protection from 
acids is needed- 



kowuni Liquid 


...air-setting refractory 
cement which com with¬ 
stand temperatures up to 
1710* C., and has firm 
bonding strength. For 
jointing, bonding, monoli¬ 
thic and rammed linings, 
for protective wash of 
furnace-walls and floors 
etc. 



...manufactured to your 
specifications of shapes, 
sizes and alumina con¬ 
tent. ACC Firebricks re¬ 
sist abrasion and spalling. 
They possess all the 
properties required for 
long service under severe 
operating conditions In 
high temperature zones. 



ACC 
HAT Hi 


For trade enquiries and free teehnicol literature write to: 

THE CEMENT MARKETING COMPANY OF INDIA LIMITED 

Bombay • Ahmadabad • sanoaloac . Calcutta • Coimbatore 

N»W OILHI . INDORE • KANPlia -MADRAS- PATNA • SECUNDERABAD 


the ASSOCIATED CEMENT COMPANIES UNITES s Tin 
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Development of Fertiliser Industry 


Some Vital Considerations 

A joy Gupta 


Speaking in the Lok Sabha recently the Minister for Steel and Heavy Industry indicated that the public 
sector would have a greater share in fertiliser production in future. Apan jpom other factors, technologi¬ 
cal and strategic considerations also favour fertiliser production In the public septhr. 

The three industries, fertilisers, explosives and petro-chemicah, are closely inter connected. Their 
integrated development in the public sector will permit units to switch -over So the production of ex¬ 
plosives when necessary and then change back to fertilisers. 

The other important consideration in connection with the development of the fertiliser, industry is 
that coal-based fertiliser production .is uneconomic. Ammonia is much cheaper to produce when the raw 
materials are derived from petroleum or natural gas than from coal. 

In fact, the principal reason for the high cost oj production of fertilisers % India is that our plants 
are mostly coal-based. Much greater reliance should be placed, therefore, on surplus naphtha from the re¬ 
fineries and natural gas from the oil fields as the source of raw material jar fertiliser production in future , 


rpHE Third Plan targets of pro¬ 
duction of fertilisers are 10 
lakh tons of nitrogen (as nitroge¬ 
nous fertilisers), 4 lakh tons of 
phosphorus (as phosphatic fertili¬ 
sers) and 2 lakh tons of potash (as 
potash fertilisers). Production and 
import of nitrogenous fertilisers ip 
1960-61 and 1961-62 were as 
follows : 

Nitrogenous Fertilisers 
(’000 tons of N) 

Year Production Import 

1960- 61 109 173 

1961- 62 131 142 


Production ol phosphatic fertilisers 
(in terms of P-0 5 ) was 53,000 tons 
in 1960-61 and 65,000 tons in 
1961-62. Import of potash fertilisers 
which is not yet produced in the 
country, was 25.000 tons (in terms 
of K s 0) in 1960-61 and 30,000 
tons in 1961-62. 

So far 18 units (shown in the 
table) have been licensed to pro¬ 
duce fertilisers. 

Fertiliser is an industry in which 
both public and private sectors 
operate, as in iron and steel. 
Whereas the iron and steel industry 
started in the private sector indus¬ 
try and the Government came in 
later on, fertiliser started as a pub¬ 
lic sector industry from the begin¬ 
ning. Of the production target, of 
10 lakh tons of nitrogen fertilisers, 
5.7 lakh tons are scheduled to be 
manufactured by the private sector. 

C Subramaniam, Minister for 
Steel and Heavy Industries, ad¬ 
mitted in flte Lok Sabha earlier 


this month that the Third Plan 
production target for the fertiliser 
was not likely to he achieved, 
mainly on account of the inability 
of the private sector licensees to 
implement their programmes. Some 
of the licences issued had been sur¬ 
rendered and the public sector 
Fertiliser Corporation was now try¬ 
ing to take on as many projects as 
possible, he said. In the public 


sector the Rourkela Fertiliser Fac¬ 
tory has been transferred from 
Hindustan Steel to the Fertiliser 
Corporation. The three new pro¬ 
jects at Trombay, Namrup and 
Gorakhpur are expected to go into 

? reduction in the Third Plan period. 

he Trombay project will use refi¬ 
nery gases and petroleum naphtha 
from the petroleum refineries in 
Bombay. The ammonia, urea and 


Units Licensed to Produce Fertilisers 


Project 


Details 


Couernment-owned Plants 
Sindri (Bihar) § 

Rourkela (Orissa) § 

Narvgal (Punjab) § 

Alwaye (Kerala )’§ 

Trombay (Bombay) 

Gorakhpur (Uttar Pradesh) 

Katni (Madhya Pradesh) 

Namrup (Assam) 

Neyveli (Madras) 

Private Sector Plants 
Kothagudam (Andhra), Andhra 
Sugar Ltd 

Visakhapatnam (Andhra)’, Coro- 
mandar Fertilisers Co, Ltd 
Baroda (Gujarat),* The Gujrat 
State Fertilisers Co, Ltd 

Ennore (Madras)J, EID Parry, Ltd 
Tuticorin (Kerala), Kotharj & 
Sons 

Mangalore (Mysore), Shaw Wal¬ 
lace & Co. and Rallis India Ltd. 


Ammonium sulphate, ammonium sulphate- 
nitrate, urea, 70,000 tons N 
Calcium-ammonium nitraite, 80,000 ton* N 
Calcium-ammonium nitraite, 80,000 tons N 
Ammonium sulphate, ammonium phos¬ 
phate, ammonium chloride, 30,000 tonsN 
Urea and nitro phosphate, 90,000 tons N 
Urea, 80,000 tons N 
Urea, 100,000 tons N 
Urea and ammatnium sulphate, 45,000 
lofts N 

Urea, 70,000 ions N 

Urea, 66,000 tons N 
Ammonmm phosphate, 365,000 tons; 
urea, 16,500 tons. 

Urea, 90,000 tons; ammonium phosphate, 
125,000 tons; ammonium sulphate, 
200,000 tons. 

Ammonium phosphate, 16,500 ton* N 
Ammonium phosphate, 64,000 tons N 

Urea, 99,000 tons; ammonium phosphate, 
123,750 tons; ammoniiiin sulphate, 
99,000 tons. 


Ammonium chloride, 10,000 


Varanasi (Uttar Pradesh) 

Sahu Jain Group. 

Durgapur (West Bengal}* 

Durgapur Fertilisers & Chemicals 
Ltd 

Hanumangarh (Rajasthan) 

House of Jalan 
I In operation, 

* To be owned jointly by the Government and private industry. 


N 


Urea, 132,000 tons. 

Ammonium sulphate, 80,000 tons N 
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hjp he dobs n’t. When'It.dom'ias'fQ. 
matters of ' momey .your f amity- . 
leaves things to you, They Know ■■ 
you will do what is beat for'them. * 

This year you have watched your '* 
takp-home income shrink due to. 
Higher taxes and the Compulsory 
Deposit Scheme, But as a res- v 
ponsible provider you know that; 
one item which you cannot cut' 
down on is Life insurance. As a 
policy-holder, you will do all yOu 
can to keep paying those premi¬ 
ums. But if you do r\ot have Life 
Insurance you will sure.ly take a 
policy now. 

Remember that if you find it diffi¬ 
cult to make ends meet on your 
present income, how mudh more 
difficult will it be for your family if 
they are suddenly deprived of 
your income ! 
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nitric addjplanu are being supplied by the Corporation which will 
by the Chemical Construction Cor* ' purchase the designs, know-how 
potation of U S A and the nrtro- 
phosphorus plant by Chemical and 
Industrial Corporation, also of USA. 
foreign exchange for the project is 
provided out of AID assistance and 
the rupee finance from PL 480 funds. 

The cost of the project, is estimated 
to be about Rs 88 erores. The 
second stage of the Alwaye fertili¬ 
ser unit’s expansion programme has 
been completed with the beginning 
of operation of an oil gassification 
plant using naphtha, designed and 
supplied by Britain’s Power Gas 
Corporation. This will replace the 
old process and the plant’s capacity 
will increase from 10,000 tons to 
80,000 tons of nitrogen fertilisers. 

The third stage of the expansion 
programme at Alwaye will further 
raise capacity to 10,000 tons of 
nitrogen fertiliser. This stage will 
.also be completed by 1965. 


The factory at Namrup is sche¬ 
duled to go into production by the 
end of 1965. It is estimated to 
cost Rs 17 erores. The ammonia, 
urea and sulphuric acid plants art 
being supplied by Chemical Con¬ 
struction Corporation and the am¬ 
monium sulphate plant is being 
put up departmentally by the Fer¬ 
tiliser Corporation. Foreign ex¬ 
change is provided out of British 
credits. The Gorakhpur factory 
which is to produce 80,000 tons of 
nitrogen in the form of urea per 
year will be constructed in colla¬ 
boration with a Japanese firm. The 
cost of the project is estimated at 
Rs 30 erores, the foreign exchange 
component of which will be met 
from Japanese credit. The project 
is expected to be completed by the 
end of 1966. The Katni project 
which was originally licensed for 
the private sector has been taken 
oyer by the Fertiliser Corporation. 
The target of production is 1 lakh 
tone of nitrogen in the form of urea. 
The plant, estimated to cost about 
Rs 35 c.rores will be built entirely 


and special machineries from for¬ 
eign firms.. 

In the private sector East India 
Distilleries have their factory at 
Ennore which started production in 
March 1962. The naphtha-based 
plant was built by Simon-Carves 
and is financed by the Common¬ 
wealth Development Finance Cor¬ 
poration. The Kothagudam and 
Visakbapatnam fertiliser projects 
in the private sector are still at the 
blue-print stage, The Government 
has approved foreign exchange 
loans from the Export-Import Bank 
for these projects. Gujarat State 
Fertilisers’ project at Baroda has 
also made some progress. 

Case for Public Ownership 

In sharp contrast with the lack¬ 
adaisical progress of the private 
sector projects, the Government- 
owned plants are. exceeding their 
production targets. The Sindri 
Factory, for instance, exceeded the 
target for ammonium sulphate, urea 
and ammonium sulphate nitrate in 
1962-63. Similarly, the factory at 
Nangal also has exceeded its tar¬ 
get. The slow progress of projects 
in the private sector is being serio¬ 
usly considered by tire Government 
and a committee of experts is likely 
to be appointed to make on the 
spot studies of the progress of all 
fertiliser projects. The Minister for 
Heavy Industries in his statement 
in the Lok Sabha referred to above 
hinted at the possibility of all fer¬ 
tiliser production in future being 
taken over by the public sector. If 
thin came about, it would be a wel¬ 
come development, particularly in 
the case of nitrogenous fertilisers. 

The three basic industries, ferti¬ 
lisers. explosives and petro-chCmi- 
cals, have an integrated pattern of 
growth. They are. closely inter¬ 
connected and should be planned 
in such-a way that maximum bene¬ 
fit is derived from them. An in te¬ 


ste.) 

grated pattern will allow the units 
to switch over to the production of 
explosives when necessary and (hey 

switch hack to fertiliser production. 
The diagram makes the inter¬ 
relationship clear. 

The principal and the cheapest 
source of nitrogen is air.' To con¬ 
vert nitrogen into ammonia, hydro¬ 
gen is needed. One of the cheapest 
sources of hydrogen is the crack¬ 
ing process of the paraffin fraction 
of petroleum. Hydrogen on reac¬ 
tion with nitrogen gives ammonia 
which can be converted into diffe¬ 
rent forms of fertilisers. Ammonia 
on oxidation gives nitric acid which 
is the basis of the majority of heavy 
explosives, detonators and propel¬ 
lants used in war. TNT (trini¬ 
trotoluene) is manufactured by the 
reaction of toluene, derived either 
from coal o r petroleum, with nitric 
acid. R D X ( cyclonite ), a very 
powerful high explosive, is prepared 
by the action of nitric acid on hex- 
aine (hexamethylene tetrnmine) 
which in turn is obtained from 
annnonia and formaldehyde. Both 
of these are at present obtained for 
commercial use from petroleum 
sources. Nitric acid is in fact the 
chemical' most needed by a country 
in a war. 

To establish an integrated ferti¬ 
liser-explosives industry will call 
for very large capital investment. 
Further, for security reasons also 
the plants have to be in the public 
sector. In peace time when the. 
stockpiling of defence materials is 
not necessary, nitric acid produc¬ 
tion could be reduced and surplus 
ammonia utilised for the production 
of fertilisers. 

Coal m Petroleum-or Natural Ga« 

Tile other important point con¬ 
tained in statement of the Minister 
for Steel and Heavy Industrie® was 
that the, principal reason for the 
privatr fertiliser projects making 
poor progress is the difficulty ex¬ 
perienced in securing foreign colla- 
horation. He did not, however; 
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comment on Use reasons why foreign 
collaborators Mere to shv. One 
probable .reason is perhaps the ex¬ 
port clause in collaboration agree¬ 
ments insisted on by the Govern¬ 
ment. Foreign firms are reluctant 
to enter into export commitments, 
particularly considering the high 
costs of production of fertilisers in 
India. 

A second reason could be that 
coal-based fertiliser production is 
distinctly unattractive. In fact, the 
main cause of the high production 



cost of fertilisers in India is that 
our plants ate mostly coal-based. 
It is well known that ammonia is 
much cheaper to produce when the 
raw materials are derived from 
petroleum or natural gas sources 
than when they are derived from 
coal. Much greater reliance should 
have been placed, therefore, on the 
surplus petroleum naphtha from 
the refineries and the natural gas 
available in our oil fields in Guja¬ 
rat and Assam as the source of raw 
material for fertilisers. It has 
been calculated that investment 



per ton of ammonia is about 30 per 
cent less in a naphtha-based unit 
than ip one based on coal. A ton of 
naphtha coats about fis 73 at our 
refineries; this can produce a ton 
of nitrogenous fertiliser. The c i f 
value of one ton of imported nit¬ 
rogenous fertiliser is fie 1,000. 
Further, large quantities of naphtha 
are available from refineries in the 
Middle East which could be im¬ 
ported to produce ammonia. This 
would be far cheaper than to im¬ 
port fertilisers. 
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Setting up a new 
factory? Remember 
it is always advisable 
to ask for the services 
of experienced 

engineers. It pays in the 'ong 

run in economy and efficiency ■ Come to Oodsai with your''' .' w _ 
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Conferences Hamper Growth of 
Indian Shipping 

Sudhir Mulji 

The principal lesson oj the controversy over the lndia-UK-Continem Conference's decision to raise 
freight rates is that the Government 0 } India are still helpless against foreign-controlled shipping cartels. 

The strength of the Conference system must be realised to appreciate the weakness of the measures 
suggested by the Government to counter U. No amount of global licensing, permission to charter or general 
statements that tramp shipping will be helped is likely to prove effective against the Conferences. What is 
required is to divert cargoes away fik>m Conference vessels to independent carriers uiho ere willing to offer 
regular service. 

In order to do this, the Government will have to take three radical steps. 

First, they must outlaw the deferred rebate system and force the Conferences to pay all accumulated 
rebates immediately. 

Second, they must outlaw cartels and oligopolies in Indian shipping by compelling the Conferences 
to accept all carriers who are prepared to operate regular services. 

Third , they must withdraw their very considerable patronage from the Conferences. 

\The views expressed in tlus article are the author's own and not those of the. shipping line with 
whom he is employed]. 


^LTHOUGH the Government 
has angrily criticised the 
freight increase by the India-UK- 
Continent Conference on the grounds 
that it will affect exports, on exa¬ 
mining the facts, one cannot help 
feeling that the argument does not 
cut much ice. The incidence of 
the increase on none of the princi¬ 
pal export commodities will exceed 
2 per cent of the end-price. In 
any case, the difference of 5 per 
cent between what the Government 
is willing to offer and whu'l 
the Conference has demanded 
is so narrow that the burden can¬ 
not possibly be of any great signi¬ 
ficance for our exports. The point 
at issue, therefore is not the extent 
of the freight increase—there is as 
little logic behind the Government’s 
arguments for a 7 1/2 per cent in¬ 
crease as there is in the Confer¬ 
ence’s arguments for a 12 1/2 per 
cent rise: each has arrived at an 
ad hoc figure which it considers 
the maximum compromise that it 
can offer to the other. 

Government Climbs Down 

The point at issue as far as the 
Government is concerned is pres¬ 
tige. Both the Minister for Shipp¬ 
ing and his Ministry have for long 
beaten the drums for the Confer¬ 
ences. The Government’s Shinn¬ 
ing Corporation is among the 
most enthusiastic protagonists . of 


the Conference system, and has 
fortified itself by non-commercial 
methods in many Conferences. The 
Government has given massive 
and remunerative support to the 
Conferences by contracting all non¬ 
bulk Government imports (which 
in some trades are as high as 60 
per cent of the total non-bulk 
movement to India) to the Confer¬ 
ences. It, therefore, came as a 
shock to the Ministry that the India- 
UK Conference should ignore its 
recommendation on the question of 
freight increase. 

The Government did noi perhaps 
go (about the whole business in 
the right way; they delayed making 
public their recommendation in the 
hope that they could cajole the Con¬ 
ference in private: when they did 
announce it they gave no reasons 
for their conclusions; finally, they 
created a situation in which either 
they or the Conference had to 
lose face. It was the Government 
which had to climb down and the 
impression was inevitably created 
that the Government are still help¬ 
less against major foreign cartels. 

The basic lesson of the contraver- 
sy is that the Government have no 
control over foreign-dominated car- 
tols and the question that is raised 
is whether the Government should 
continue to reh' on closely-knit 
Conferences, or whether they should 


and can encourage independent 
darriers, in case Conferences get 
out of control? This is not the 
first time 'that this issue ha* had 
to be faced; nor is India the first 
country to face it. In the U S, in 
a dramatic shipping battle, Isbrandt- 
sen, an independent American 

operator, challenged some of the 
major American Conferences in 
trades to and from the USA. He 
fought, albeit unsuccessfully, 
against tying shippers to Confer¬ 
ences by long-term contracts, there 
by eliminating open competition. 

Vicious System 

In India the Conferences* con¬ 
trol on shippers is maintained by 
the even more vicious system of de¬ 
ferred rebates. The justification 
for the system is spelt out in a 
small pamphlet published by Kar- 
nrahom Conference as follows: ‘but 
what can he (the liner-owner) do 
if a tramp vessel, perhaps pre¬ 
pared to operate at a temporary 
loss while waiting for barer em¬ 
ployment, makes an isolated raid 
on his trade and removes a lot of 
his cargo? He tries to protect him¬ 
self by saying to his customers that 
if they confine their support to him 
and his Conference colleagues then 
he will give them special terms or 
deferred rebate on the rates....Most 
shippers recognise the value of the 
Conference service and give it their 
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•7 : .v flBMUtent support — receiving frpm 
■ : ' ■ the Conference the reward for their 
■ Ipymity’’, 

ZIJ The innocence of the language 
conceals the viciousnees of the 
system, First, if is used not just 
against “stray tramps”, but also 
'A- ’against independent carriers operat- 
',ing on a regular basis; second, 

• the rebates are deferred, i.f., they 
are paid only about six months after 
tlie goods are shipped. As a re¬ 
sult, at any time a shipper has 
rebates /or past shipments due 
which he would forfeit unless he 
continued to ship by the Conference. 
The Alexander Committee in the 
U S declared it as a system of 
“continual dependence.by forc¬ 

ing his (the shipper’s) exclusive 
patronage for one contract period 
under threats of forfeit of differ¬ 
entials accumulated during a pre¬ 
vious contract period”. 

Combined with the deferred re¬ 
bate system, Conferences ensure 
their monopolistic hold by pre¬ 
venting other shipping companies, 
who are prepared to offer a regular 
eervice, from joining their cartel. 
As Conferences are historically 
composed of long-eslahlished foreign 
lines, even the few national lines 
who may be members inevitably 
have to take a back-seat in Con¬ 
ference discussions. For instance, 
in the I ndia-UK-Continent Confer¬ 
ence, there are 8 British lines, 8 
Continental lines and just 3 Indian 
lines. As all decisions are taken 
by a majority vote: the Indian 
lines can be ignored very easily. 
Giving evidence before the Select 
Crimmittee of the Merchant Shipp¬ 
ing Bill, Sir Ramaswami Mudaliar 
described the Indian shipowner?.' 
position in the Conference by say¬ 
ing that they had to approach “the 
Conference overlords with bated 
breath arid trembling knees” on 
any issue of importance. 

What Government Must Do 

The strength of the Conference 
svstem must Ire realised to appro- 
• ciatc the weakness of the measures 
suggested by the Government to 
counterart it. No amount of global 
licensing, permission to charter, ot 
general statements tlial tramu ship¬ 
ping will be helped is likely to 
prove effective against the Confer. 
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enee. Whit u required is to divert 
cargoes away fjom Conference ves¬ 
sels to independent carriers Who are 
willing to offer regular service. 

In order to do. this the Gtrvero- 
ment would have to take three radi¬ 
cal steps. First, they must outlaw 
the deferred rebate system and force 
[be Conference to pay all accumu¬ 
lated rebates immediately. Second, 
they , must outlaw cartels and oligo¬ 
polies in Indian trades by forcing 
Conferences to accept afl carriers 
who are prepared to operate regular 
services. Third, tjiey must withdraw 
their very considerable patronage 
from the Conferences. 

It is unfortunate that the Govern¬ 
ment have entered into long-term 
contracts with the major Conferences 
for small rebates. To think that they 
have gained by this js a grave error. 
When any shipper ships at feast 30 
per cent of any trade, as the Gov¬ 
ernment does, he is always in a 
position to dictate his terms, ft is 
certain, therefor®, that the Confer¬ 
ences would be forced to give the 
Government a minimum of 15 per 
cent rebate (which is what they are 
getting) even if the Government 
did not contract with the Confer¬ 
ences. Take the recent contract the 
Government have entered into with 
the USA Conference: for a long 
time most Government cargoes were 
being shipped at 30 per cent dis¬ 
count; now the Government has 
contracted with the Conference for 
all cargoes — for the same discount 
of 30 per cent! 

Indian Shipping Strong Enough 

As for the first two measures sug¬ 
gested above, outlawing the deferred 
rebate system -and oligopolies, they 
require a major change in the Gov¬ 
ernment's attitude to shipping. 
Even AntonV was not so tied to 
Cleopatra as the Government is to 
the Conference system; to them, 
outlawing the deferred rebate system 
would be a great leap in the dark. 
Vet the time has, come to assert our 
independence in international ship- 
pins. Indian shipowners ran and 
will provide the necessary service 
to carry tridia’s trade; we are no 
longer a minor maritime power 
which can be ignored; w<> have 
gathered strength sfod developed 
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affaire. To continue to rely- on the 
goodwill of foreign . shipowners is 
dangerous and could be disastrous. 

it is not, of course, justifiable to 
compare our strength with what the 
Americans have ahhievedt yet it is 
necessary to drop some British com¬ 
plexes and substitute for them some 
American attitudes to ensure one s 
independence on the seas. The 
Americans do not permit closed 
Conferences with restricted member¬ 
ship, the kind of oligopoly which 
can get a vice-grip on a-country’s 
trade. The Americans insist on re¬ 
gulating their trade by permitting 
carriage only at approved rates and 
not allowing pernicious systems 
like deferred rebate*. Their trades 
have not suffered as a consequence 
and there is no reason to suppose 
that ours will. In any case, major 
international shipping interests like 
the British and the Continental are 
so fond ol talking about freedom 
in trade that they can have no leg 
to stand on if we remove restrictions 
on Conference membership and en¬ 
courage freer competition and freer 
trade. 

Bnsineiw Aspect* Must be Tackled 

Although Indian shipping has 
developed remarkably under the 
able but unorthodox leadership of 
the present Director-General, the 
Government has so far not had the 
courage to test its strength in inter¬ 
national shipping. The dynamic 
flexibility that has been demonst¬ 
rated in the expansion of Indian 
shipping is sadly lacking in tackling 
the equally important problems of 
the business aspects of the industry. 
With growth one should assert one¬ 
self in. trade; indeed, this is the 
principal reason for our expansion. 
Unfortunately, the present policies 
remain totally devoid of innovations. 
Indeed, it has taken Indian ship¬ 
owners a very long time to persuade 
the Government even on such obvi¬ 
ous issues as that Indian ships should 
get priority for Government cargoes. 
The time has come to show ealeu 
la ted courage. If a proper assess¬ 
ment is made of our comparative 
strength, we shall find, that Indian 
shipping should be able to give the 
Government a sufficient lever to 
control trades to and from India. 
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Tie Imperial Tobacco Company o! India limited 

Speech by the Chairmaa, Mr F A (oUett 


TRSE following is (be speech by the 
Chairman, Mr F -A. Collett, at 
the Fifty-second Annual General 
■ Meeting. °f the* Company held on. 
26t» September 1963 : ; 

The year" under review saw the 
beginning of the National Emer¬ 
gency with its manifold impact on 
ait aspects of national life. The 
bufden on industry generally of the 
nonsequential financial measures in¬ 
troduced in Maych has been great, 
blit the tobacco industry is affected 
more heavily than most. In our' 
case there wa« not only additional 
income taxation, which involved a 
further charge of Rs 20 lakhs after 
the year’s trading had been com¬ 
pleted, but also the substantial rise 
in the level ' of Excise. This rise. 
affects our business in ( se.vcral ways. 
Not only do the inevitable increa¬ 
ses in selling, prices restrict con¬ 
sumption and make the maintenance 
of adequate profit margins more 
difficult but th- Company’s work¬ 
ing capital requirements are also 
increased because of the large 
amounts of excise and duty includ¬ 
ed in the stocks of manufactured 
goods. 

Cut in Dividend 

1 concluded my Speech to you 
last year With the words “I am 
confident that taking, all foresee¬ 
able factors into account we shall 
be able to maintain our present 
rate of dividend during the current 
year after making - adequate appro- 
. priations to reserves”. Obviously 
we could not foresee the present 
National Emergency. The trading' 
profits, of your Company for the. 
year fully justified my confidence. 
but the impact of the national finan¬ 
cial measures cm y.OUr Company, 
and .in particular the increased 
working capital requirements, have 
obliged, your Hoard with regr.-t to 
recommend a reduction of the final 
dividend to 3%, making a total of 
8% for the year as against 9 % last 
year. 

The need for additional working 
capital is .emphasised by the Com¬ 


pany’s cash position. Untij very re¬ 
cently your Company has been-in 
the-position of being able to finance 
its business without resort to bor¬ 
rowing, but you will see from the 
Accounts that at 3Ut March last 
the Company was dependent on bank . 
finance, albeit for a comparatively 
small amount. 

Excise on Stocks 

Whilst the deterioration in the 
Company's liquidity is in part due 
to the purchase of our requirements 
of flue cured leaf tobacco at an 
earlier date than usual, the most 
important factor is the very much 
larger amount tied up in Excise on 
stocks on hgnd, due hot so much 
to larger physical stocks as to the 
higher rate of excise applicable to 
those stocks as a result of the fur¬ 
ther increased rates announced in 
this year’s. Budget. 

As this factor is so important, 1 
think perhaps it would be appro¬ 
priate il I deal with it in more de¬ 
tail. 

Tobacco Excise Duty, with its at¬ 
tendant Special and Additional Ex¬ 
cise ■ Duties, is payable at the time 
that the leaf tobacco is taken into 
use: in the factory, while the much 
heavier Cigarette Excise Duty (with 
its attendant Special and Addition¬ 
al Excise Duties) is payable when 
the finished cigarettes leave the fac¬ 
tory. 

These cigarettes are then des¬ 
patched throughout the length and 
breadth of the country to the many 
distribution points which we main¬ 
tain in order to give the ultimate 
consumer the sales services that he 
rightly expects. As cigarettes are, 
particularly during the monsoon, a 
perishable commodity, it is very 
much in our interests, and that of 
the consumer, that the period be¬ 
tween the manufacture- of the ciga¬ 
rettes and their consumption is re¬ 
duced to a minimum. 

• Oiir Marketing and Traffic de¬ 
partments are constantly and pep 


aistently trying to reduce this tran¬ 
sit period, and have indeed met with 
a deal of success. Nevertheless, de¬ 
spite our beet endeavours, and with , 
despatches from five factories in¬ 
different parts of the country, we 
have not been able to reduce it be¬ 
low an average of three to four . 
weekB, and we are not therefore re¬ 
imbursed for our outlay on Excise 
during this time. 4 

With successive increases in the 
rates of Excise thiB outlay- has been ■ 
steadily mounting: and the 1963 
Budget increased it. by a9 much as 
Rs 67 lakhs on approximately the 
same volume, of cigarettes, with the 
result that we now have perforce 
some Rs 2 crores of unromhnerative' 
capital permanently tied up at any 
one time in Excise. , 

Representation to Government 

I think that it is generally ac¬ 
cepted that Excise is intended to be 
a tax on the consumer, and not on 
the manufacturer who is taxed by , 
Corporation Tax and Super Profits 
Tax, not to mention the Excise ele- 
uient in the price paid for raw. ■ 
materials. It is not therefore reason: 
able to ask the shareholders for new 
capita! to .finance this " out ay as 
there is no return On it at all.; We 
■have so far been fortunate in that 
our Bankers have-been able to grant 
us overdraft facilities to enable us : 
to carry this burden. - 

However, as it well known, in , 
this stage of the country’s develop-, 
ment Bank funds arc not unlimit¬ 
ed, and are required for the finance 
of new development to broaden the 
base of the- economy. We are there¬ 
fore making representations to Gov- ’ 
ernment to allow the industry some 
credit on- their excise payments as < 
is done, in many countries, in order 
that these funds may be put to a 
more useful purpose than at pre¬ 
sent, and can only hope -for a suc¬ 
cessful outcome. 

The cigarette trade is one of the 
largest producers of Excise revenue 
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in the country, and consequently 
our policies air to a very large 
extent dominated by this impost. 
The effect of successive increases in 
excise rates over the last two years 
has been, and still is. far reaching, 
particularly as although Govern¬ 
ment revenue has continued to rise 
fairly steadily, the volume of busi¬ 
ness has not. 

f or the five years until the 1962 
Budget there had been a steady 
increase in volume of some 10 % 
per annum. As a result of that 
Budget the volume last year was 
virtually stagnant: and although 
it is more difficult than ever to 
forecast the effert of the 1963 Bud¬ 
get it seems highly likely that this 
year will see a regression in 
volume, though not in Government 
revenue, for the first time for seve¬ 
ral years. In fact, rising costs 
coupled with annual increases in 
Excise rates have forced our lowest 
prices up to a figure which many 
consumers can no longer afford to 
pay, 

Price Increases Restricted 

In these circumstances after this 
year's Budget, your Board was faced 
with two alternative courses: either 
to pass on the whole of the in¬ 
creased Excise rates to the consu¬ 
mer, thus accentuating the antici¬ 
pated fall in volume of sales with 
the consequent laying off of labour 
in the factories, or, taking the long¬ 
term view that this is a temporary 
setback brought about as a by-pro¬ 
duct of the National Emergency, to 
absorb a large part of the Excise 
increase, thereby restricting price 
increases to the minimum, particu¬ 
larly in the lower price categories. 

We have chosen the latter course 
because we considered it to be in 
the best long-term interests of the 
Company. 'This must inevitably 
result in considerably decreased 
profits for the current year. 

In the developing stage of the 
country periodical increases in Ex¬ 
cise rates are probably inevitable: 
but in the cigarette trade an Excise 
change means a complete, overhaul 
of the entire business, particularly 
for a Company such a-, ours which 
sells cigarettes over the entire price 
-range from Rs 1/40 to 12n P for ten. 
Thus when the increases come regu¬ 
larly every year it is extremely 
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difficult to maintain a consistent 
long-term policy, and considerable 
fluctuations in profits seem inevit¬ 
able, 

In our opinion Tobacco and 
Cigarette Excise rates have for the 
time being at least reached the 
maximum that the consumer can 
afford to pay, and the trade needs 
a period of stability: further in¬ 
creases in Excise must clearly be 
reflected by equivalent increases 
in prices to consumers, which in 
present economic circumstances can 
only result in further declihe in 
volume of sale. 

Training Programmes 

1 mentioned to you last year the 
progress that we were making to¬ 
wards increased productivity through 
training and this objective has 
assumed even greater importance 
under present-day conditions. If 
volume, and therefore profits, are 
to remain stagnant or diminish due 
to the tax burden, any further 
development must come from 
greater productivity and greater 
efficiency. For this reason an in¬ 
tensification of our training pro¬ 
grammes is being undertaken and 
our administrative procedures are 
bring closely re-examined. 

The urgent need for effective 
training, both of our Manager* and 
Labour, has been recognised now 
for several years and during the 
past year the momentum in both 
directions has been stepped up. 
Wherever possible the fullest ad¬ 
vantage has been taken of training 
opportunities offered overseas for 
Managers at the senior as well as 
the intermediate levels. and in 
this connection two senior Mana¬ 
gers have attended sessions at the 
Administrative Staff College, Hen¬ 
ley-on-Thames, in the U. K.. and 
seven of our intermediate Manage¬ 
ment completed courses at the 
Training Centre run by our Asso¬ 
ciates in the U. K. in the recent 
past. In addition a further seven 
men have completed other forms 
of technical training in the 11. K. 
and Australia. 

This has not only helped our 
key personnel to keep up to date 
with latest developments and tech¬ 
niques but hag also assisted us in 
equipping a larger number of our 


Indian national staff to take over 
responsibilities previously held by 
foreigners in furtherance -of the 
Indanixation policy. At home six 
of out senior Managers were ac¬ 
commodated on courses at the 
.Administrative Staff College at 
Hyderabad in the past year and two 
men attended lull-time Management 
Courses run by the Calcutta 
Management Association and In¬ 
dian Institute of Personnel Manage¬ 
ment. Our own residential Train¬ 
ing Centre in Calcutta js being 
iftilized to the full in training 
Managers at all levels in general 
management techniques, as well as 
in imparting a greater awareness 
of the commercial aspect of their 
jobs as Managers. Altogether ap¬ 
proximately 100 members of the 
Company’s Canagement have com¬ 
pleted courses at this Training 
Centro during the -past twelve 
months. 

Accent on Efficiency 

The Executive Development Pro¬ 
gramme is also directed towards 
the particular objective of more 
intensive training of labour in which 
a large number of our Managers 
are now actively engaged. Our 
Labour Training programmes are 
being vigorously carried out in all 
the Company’s branches with two 
objectives—first to increase the 
efficiency of operatives and second¬ 
ly to improve the supervisory awl 
leadership skills of the higher 
echelons of labour. By these means 
greater productivity is our aim, and 
the enthusiasm with which our La¬ 
bour Training programmes have 
been received by the labour them¬ 
selves has also helped to improve 
our Managements relationships 
with the work force. 

1 would like to close with a word 
about the future and little as 1 
like to end my Speech on a depress¬ 
ing note, the very steep increases in 
Excise duties imposed by the. 1963 
Finance Act represent a substantial¬ 
ly increased burden for your Com¬ 
pany, and our trade has undoubted¬ 
ly suffered severely. I can only 
forecast, therefore, that in the cur¬ 
rent year we must expect profits 
to show a marked decrease. 

N.B .— This does not purport to 
be a record of the proceedings of 
the Annual General Meeting. 
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Alind’s Seventeenth Annua! General Meeting 

* An interesting, and in some ways, a challenging year \ 


Mr S Narayanaswamy Reviews Activities 

Disturbing effect of SPT. Enhanced rolling and conductor capacity. Improved metal 
position. Tax impact on dividend. Productivity Team’s Report on cable Industry. 


^DDRESSING the Seventeenth 
Annual General Meeting held 
at the Registered Office, Kundara, 
on, 23rd September 1963, Mr. S. 
Narayanaswamy said: 

Before discussing domestic affairs, 
I would like to dwell briefly on 
the posture of public affairs. Since 
wo met last, China has chosen to 
violate our northern frontiers in 
an effort to enforce her fantastic 
and historically unsustainable claim 
for a part of our Himalayan terri¬ 
tory, about which she has carried 
on an acrimonious debate with 
India for some years now. The 
Government of India have since 
proclaimed a state of emergency in 
the country. This has not unnatu¬ 
rally resulted in distracting the 
attention of Government and the 
people and in the deployment of our 
energies from our more construc¬ 
tive preoccupation — with economic 
development. Government have ex¬ 
pressed their resolve not to allow 
the state of Emergency to interfere 
with implementation of the Plan 
despite some slight re-ordering pf 
priorities rendered inevitable by 
the exigencies of Defence. Industry 
and trade have shown practical ap¬ 
preciation of the necessities of a 
changed political situation, created 
by the unexpected bellicosity of 
China — hy placing their resources 
and productive machinery at the 

disposal of Government. 

In the effort to mobilize resources 
for Defence, the Central Govern¬ 
ment have introduced certain taxa¬ 
tion and savings measures. These, 
however, have tended perceptibly 
to slow down the tempo of deve¬ 
lopment activity and to dishearten 
wage- earners at all levels. The 
Super Profits Tax, which concerns 
the Coi-porate Sector exclusively, 
has had the disturbing effect of 
slowing down capital formation to 
a degree that must cause grave 
Concern to all those that believe in 


the development of free enterprise 
and indeed to the Planning Com¬ 
missioners who have made copious 
allotments of industrial. capacity to 
the Private Sector. The latter can¬ 
not hope to play its allotted role 
without mobilizing the resources of 
the people through healthy capital 
formation. The accentuated rigours 
of Corporate Taxation have had the 
unwholesome effect of deflecting 
savings to channels that offer im¬ 
mediate and less uncertain returns, 
while being far less productive of 
added industrial capacity to the 
country. If as is frequently claimed, 
the country has to pay homage at 
the twin altars of Defence and 
Development, i the resourcefulness 
of our tax experts must be harness¬ 
ed in declogging the choked con¬ 
duits of capital formation by total 
substitution of the Super Profits 
Tax by an alternative impost. The 
concept of progressive taxation of 
the Corporate Sector seems stran¬ 
gely contra-indicated for an econo¬ 
my that is developing from infancy 
to adolescence. It is my hope that 
recent changes of personnel at the 
highest level will lead to rethinking 
on this subject and intrepid action. 

Lower Sales, Higher Profits 
1962-63 has been an interesting 
and in some ways a challenging 
year for ALIND. We have reported 
a contraction in sales by about Rs. 
44 lakhs or about 7 per cent over 
the previous year; but our taxable 
profits have been higher at Rs. 55.40 
lakhs against Rs. 41.37 lakhs in 
1961-62. This is contrary to the 
general trend in company perfor¬ 
mances during the year, where 
larger sales have been followed by 
reduced profits — this being in 
major part explained by increased 
cost of raw material, higher wages, 
fuel costs, power and other opera¬ 
tional factors. The higher profits 
of ALlND for the year create the 
impression of uniformly higher 
profitability of working in every 


line of production which I am re¬ 
luctant to dispel. 

In an age when wideawake share¬ 
holders insist on being told as to 
how a company happened to fare 
better no less than how it happened 
to fare worse, when those alterna¬ 
tions of fortune do occur, it is per¬ 
haps just as well to take you into 
confidence and say that the Com¬ 
pany's programme of effective 
diversification of its production 
lines over the last few years has 
been vindicated as is presently re¬ 
flected in the overall gainfulness of 
the year’s operations, f may add 
that this policy of diversification 
continues to be implemented with 
zest by the management as is evi¬ 
dent from the programme outlined 
in the report. 

Widened Sphere of Ac-tivitie* 

The covered conductor capacity 
at Kundara is being stepped up and 
the enhanced capacity will be in 
full commission before the end of 
the calendar year. The Hyderabad 
covered conductor unit will also 
go into production in the last 
quarter of the year. 

While the civil works connected 
with the erection of the plant for 
manufacture of “SOLIDAL'’ or low 
voltage plastic-insulated under¬ 
ground aluminium cables are under 
way, there has been some delay 
caused by delayed issue ol import 
licences, in the placement of final 
orders with machinery manufac¬ 
turers abroad. It is however ex¬ 
pected that the Solidal plant will 
go into steam by August 1964. 

The Company having received a 
licence for the expansion of its roll¬ 
ing capacity at Kundara, arrange¬ 
ments are being made to secure a 
second Properzi unit for continuous 
rolling -of metal. This will bring the 
number of Properzi units operated 
by the Company to three including 
the one working at Hirakud. 
Arrangements have just been com- 
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i iieted for obtaining the required 
oreign exchange through the la* 
dustrial Credit and Investment Cor¬ 
poration of India who have kindly 
offered us a loan in foreign current^' 
•for the purpose. With the comple¬ 
tion -of this programme, AJLiftD 
would haw graduated with honours 
into the rank of comprehensive 
cable manufacturers, without losing 
its primacy of place as a producer 
of hare high tension conductors.- I 
would like you to join me in con* 
.gratulating the Managing Agents 
and top executives of the Company 
for their prudent hut intrepid plan¬ 
ning . which has helped the Com¬ 
pany to widen the sphere of its 
■activities with a minimum of addi¬ 
tional capital, 

SPT Impact on Distributable 
Profit* 

' 1 now come to the somewhat less 
colourful aspects of the Report and 
Accounts. I presume several share¬ 
holders have smacked their tongues 
out of a sense of deprivation on see¬ 
ing a sum of Ks 39.50 lakhs being 
carried to tax provision. This pro¬ 
vision includes a sum of Rs. 9 lakhs 
provided to meet Super Profits Tax 
demands. This somewhat copious 
hut inevitable provision has com¬ 
pelled your Board to reduce tfie 
dividend for the first time in the 
Company’s history. That the Com¬ 
pany had to salt away in tax provi¬ 
sion over 263 per cent of what is 
being distributed to shareholders as 
dividend may dishearten share¬ 
holders somewhat, hut that is a 
measure of the impact of S. P. T. 
on distributable profits of a Com.- 
pany, which in the past has sought 
to achieve a fair balance between 
distribution and ploughing back, a 
fact to which the Tariff Commission 
bore handsome testimony the other 
. day .> 

Butler.-Mela) Position 

The position as to aluminium 
metal has shown great improve¬ 
ment with the commissioning of 
Hindustan Aluminium Company’s 
plant at Rihand. It is a matter of 
no small gratification to the mana¬ 
gement that dependence on exter¬ 
nal sources and allocation of 
metal' through DLF and ‘ similar 
sources has to an extent been re¬ 
duced. The Company has a modest 
share in the export trade in cables 
and is happy to report that such 
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export has been economic.. There is 
however no remtpa to expeqt-a large 
off-take of ImRan manufactures 
owing to competitive prices' offered 
by manufacturers in world markka.' 

Purposeful Report of Productivity 
■ Team . - ‘ 

1 should avail, of Ibis opportunity 
to dwell briefly on the Report ana 
Recommendation* of the Gttble 
Industry Team of the Indian Pro¬ 
ductivity Council published recent¬ 
ly. It is a matter erf satisfaction to 
us that the Team of which our. 
General Manager, Mr. V. Q. G. 
Nayar, was the leader, has produced 
a purposeful and practical Report- 
Among the recommendations made 
are: elimination of conflicting 
grades of wire in manufacture aria , 
sale and adhering to certain, recog¬ 
nised grades -only; insistence on 
conformity .to rigid, specification* in 
electric cables and where small 
producers are in the line,, an at -' 
rangement for joint or pooled test¬ 
ing facilities to establish their con¬ 
formity to ISI standard^: creation 
of. manufacturing capacity for fit¬ 
tings and accessories for aluminium 
cables, particularly because of the 
switchover from copper to alumi¬ 
nium metal in cable manufacture. 


in ladur'the iani-hfr «Bnse ptifef 
oh R.V.C. and .plastic matfartal used 
in fbe'Cabfe industry in ordrir to 
maintain parity y?ith the end price 
of imparted, raw material* psed as 
alternatives, If is my • hope ibis 
Report will receive the attention it 
deserves and he acted upon by both 
Government and Cable manufac¬ 
turers, big' and small, [J. ' 

Before !• conclude I 'would re¬ 
quest. shareholders to boar with us 
in what I have reason to hope,is a 
transitional phase, in distributions. 
Having regard to the projects under 
implementation and those under 
examination, there is reason to look 
forward with confidence to -the 
future. In this blue print of gain¬ 
ful expansions, the. shareholder as 
resource provider will be restored 
his rightful place, 

1 want to tender the thanks of 
your Board, of directors and of .you 
all to the Managing Agents, admi¬ 
nistrative and technical staff and 
all ranks of workers -for the fine 
work they have put in during the 
year.. 

N.B.—This docs not purport to be 
a record, of the proteedings of the 
Annual General Meeting. 


National Insulated Cable 


RATIONAL Insulated Cubic 
effected higher sales during 
’ the year ended March 31, 1963 at 
Rs 4.01 crores compare,d with Rs 
3.90 crores in the previous- year. 
The profit for the. year after pro¬ 
viding for depreciation but before 
taxation is lower by Rs 2,75 lakhs 
at Rs 62.90 Jakhs. The profit mar¬ 
gin has declined from 16.8 per cent 
to 15.6 per cent. Provision for 
taxation (including that for SPT 
at Rs 1.78 lakhs and for bonus 
issue at Rs 5.62 lakhs) .absorbs 
Rs 39.47 lakhs (Rs 33.71 lakhs). 
Thet*e has been left over after 
taxation a profit of Rs 23.43 lakhs 
as against Rs 31.9 lakhs in the 
previous year. The net profit mar¬ 
gin is reduced from 8.3 per cent 
to 5.7 per cent. The Directors 
have declared a dividend at the 
rate of Rs 1.80 per share on 13.5 
lakhs of ordinary shares absorbing 
Rs 24.30 lakhs. The dividend paid 
last year wa? ,Rs 22.50 lakhs at 
the rate of Rs 2.50 per share an 9 
lakhs ordinary share*. During. the 


year 4.50 lacs ordinary share* were 
allotted as fully paid up bonus 
shares by capitalising Rs 35 Jakhs 
from General • Reserve and Rs 10 
lakhs from Capital Redemption Re¬ 
serve. The return to the sharehol¬ 
der is higher by 40 nP on every 
two original sliares held. Along 
with a paid-up capital now of Rs 
1.35 crores, the Company has re¬ 
serves and surplus aggregating to 
Rs 1.25 crores. Earning p,er ordi¬ 
nary share works 'out to Rs 1.71 
(or Rs 2.60 on the old capital) as 
against Rg .3.55 per share, previous¬ 
ly.- The share gives, a return of 
7.8 per cent gross at the current 
rate of Rs 23. 

- The Directors "state that on ac¬ 
count of the restriction imposed by 
Government on the use of copper 
for,bare conductors and some insu¬ 
lated cabled, aluminium had to lie 
used in. place of copper which in¬ 
itially met with consumer resistance. 
Production, was affected.- to some 
extent by power shortage hv Calcutta 
industrial area. • 








Chairmm’s Statement 


Indianoil’s Fourth Annual General Meeting 

“Bound to become an Oil Giant in the Country” 

Mr P A Cop&lkrislwaja, ICS, Reviews Activities 


Jj^DDRESSLNG the fourth Annual 

. Ceneral Meeting held at the 
Registered Office in Bombay on 
September 25, 1963, Mr, Gopal- 

kriahnan said: 

The Balance Sheet and Profit 
hnd Loss Statement are in front 
erf you for your ratification. You 
will see that the Indian Oil Com¬ 
pany has made a profit of Rs 59.61 
lakhs after making provision for 
payment of tax in 1962-63 over an 
equity capital of Rs 322.25 lakhs. 
This gives a net-return of 18.5 % 
and a net profit per kilolitre of 
Rs 9.3. With this amount of Rs 
59.61 lakhs, it is proposed to wipe 
off accumulated ■ losses of Rs 16.85 
lakhs, make provision for develop¬ 
ment reserve of Rs 43.44 lakhs and 
carry forward a small balance. The 
net profit would have been over 
Rs 90 lakhs if we had received 
agreement to receive the following 
amounts from Government or other 
parties: 

(i) Rs 10 lakhs and odd which 
was realised by Government 
as C & F duty which was 
really not due, 

(ii) Rs 14 lakhs and odd from 
Government on account of 
abnormal bridging expenses, 
emergency risks insurance, 
demurrage etc. 

(iii) Rs 3 lakhs and odd from 
Government on account of 
Unrecovered freight in Nun- 
mati Supply Area. 

(iv) Rs 4 lakhs and odd from 
other oil companies on ac¬ 
count of Central Sales Tax 
which the IOC has pa'd on 
behalf of other companies. 

The Indian Oil Company is pur¬ 
suing these cases. Besides, the 
Company has paid Rs 10.79 crores 
as 'Customs Duty, Rs 6.67 crores 
as Excise Duty and Rs 1.04 crores 
as Sales Tax, making a total of 
Rs 18.50 croree (Rs 4.24 crores 
received from other oil companies). 
The total amount by way of these 
three duties paid by the Indian 


Oil Company from its very incep¬ 
tion is Rs 22.39 crores. 

Sales Trebled 

The quantity of product sold in 

1961- 62 was 322 kilo-litres per 
person employed at the end of 
March 1962. The quantity of pro¬ 
duct sold in 1962-63 was 482 kilo¬ 
litres per person employed at the 
end of March 1963. 

Sales have almost trebled in 

1962- 63 compared with the pre¬ 
vious year. They amounted to 
629,639 kilolitres, plus 16,764 kilo¬ 
grammes of greases and 11,498 
metric tons of Petroleum Coke as 
compared to 211,033 kilolitres 
(plus nil kilogrammes of greases 
and nil metric tons of Petroleum 
Coke) in 1961-62. Starting with 
two oil products, the Ind.an Oil 
Company now sells fourteen pro¬ 
ducts viz.., High Speed Diesel, 
Superior Kerosene, Inferior Kero¬ 
sene, Aviation Turbine Fuel. Fur¬ 
nace Oil, Tea Drier Oil, Light Die¬ 
sel Oil, Transformer Oil, Axle Oil, 
Lubricants of different sorts. lomex, 
Motor Spirit, Greases and Petro¬ 
leum Coke. 

Technical advice is now avail¬ 
able for giving advice to indus¬ 
trialists and others in the use of 
proper lube oils and fuel oils. A 
full-fledged lubrication department 
has been set up with officers in all 
branches for the purpose. 

Blending Plants 

Under a series of agreements with 
Mobil Petroleum, the IOC have 
become the sole distributors in In¬ 
dia for Mobil Premium grade lub¬ 
ricants and two blending plants 
are being set up by the Indian Oil 
Blending Limited of which the 
Chairman of the IOC is the Chair¬ 
man and the IOC and Mobil hold 
equal shares. The Blending Plants 
are expected to go into production 
in 1964 thus leading to saving in 
foreign exchange. The IOC has al¬ 
ready saved Rs 7.78 crores in 
foreign exchange in 1962-63 as 


against Rs 4.57 crores in 1961-62 
by making rupee payments for the 
oil products from commun.St coun¬ 
tries and avoiding payment in 
foreign currency. 

Storages 

The storage space of the IOC at 
port and main installation has in¬ 
creased nearly two and a half times 
during the year under review. The 
company has also established a large 
number of inland depots and retail 
outlets to promote its sales and ser¬ 
vice to the consumers. 

The times are difficult. While 
the Government is ready to collect 
Customs Duty and Excise Duty as 
the products are withdrawn for 
despatch, they are not prompt in 
paying the bills. Various rules 
come into play such as Supply 
Orders. Inspection Notes and Con¬ 
signees’ Receipts. In result the 
amount outstanding at the end of 
August 1963 is over Rs 8 crores. 
Out of this over Rs 4 crores is out¬ 
standing on Account of DCS & D 
bills alone and about Rs 4 crores 
with the State Government and other 
State Undertakings. Since the In* 
dian Oil Company caters to the 
needs of almost all Government 
Departments and State Undertak¬ 
ings. the burden on the Company is 
terrific. It has to carry big over¬ 
drafts and Rs 2 lakhs per month 
becomes the interest charged alone. 

On the one side there is a ceiling 
price fixed by Damle Committee on 
certain assumptions and on the other 
there are terrific outstanding bills 
owing to Government Rules and 
Regulations. The burden on the 
Company is very nniefe *«d work¬ 
ing capital requirements have gone 
up. So in the current year, the ^ 
rate of profit on the equity capital 
is likely to go down, particularly 
because of the increase in duty on 
all kinds of products. 

Operational Cost 

’Tire next important item is the 
operational cost per kilolitre of 
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K ' j£t told. Excluding tales- to 
listen Organizers, which ere 
made from tankers < direct the 
operational cost in 1960-61 wat Rt 
35.16 per kilolitre. In 1961-62, it 
was Kg 31.68 per kilolitre. ' In 
1962-63, it was Rs 30.16 per kilo¬ 
litre. It would have been Rs 25.82 
per kilolitre if certain abnormal 
expenses pertaining to previous 
years had not been met in 1962-63 
and if the expenses had not increas¬ 
ed as a result of the emergency 
and other causes. 

Almost all the oil products sold 
by Indian Oil Company as well 
as by other companies are used 
both in the rural areas and urban 
areas. The tax paid to the Govern¬ 
ment comes from the pockets of 
the entire population. Many mid¬ 
dle men get profits out of the busi¬ 
ness. So do the oil companies 
which employ quite a number of 
persons. Therefore the oil indus¬ 


try is very important to the .people 
as well as the Government, 

World Befirtiha Gapadtr 

The oil industry Is about a hun¬ 
dred yean old and many interna¬ 
tional giants have risen, particu¬ 
larly in the United States. In 1950, 
North America had about two 
thirds of the world’s refining capa¬ 
city. Now it is less than half. Re¬ 
fining capacity is increasing in 
consuming countries, the sources 
of supply supplying only crude oil 
and there is a frantic and systema¬ 
tic search for crude in almost all 
countries. The world’s refining 
capacity is very nearly 1,200 mil¬ 
lion tons. Russia exports 40 mil¬ 
lion tons of oil and oil produces per 
year. So you can imagine the size 
of the international oil industry. 
Compared to it, the Indian Oil In¬ 
dustry is very small and the busi¬ 
ness of the Indian Oil Company is 
much smaller. Barauni Refinery 


.is expected to@om *Jmra in 
March or April 1964. end KftyaU 
and Cochin Refineries am expected 
to go into production by March 
1965 and June 1966 respectively. 
The ultimate capacity of die four 
Public Sector Refineries » 9-75 
million terns and when the Indian 
Oil Company begins to distribute 
the production of these refineries it 

is bound to become one of die oil 
giants in the country. 

Finally, I wish to point out that 
this young Indian Oil Company 
has started off well and baa made 
a profit for the first time in 1962- 
63, which is creditable. I thank 
you for your co-operation and ad¬ 
vice and thank all those officers 
and staff in the Company, who 
have worked hard to make the year 
successful. 

Aif.—This does not purport to 
be a record of the proceedings of 
the Annual General Meeting. 


Machinery Manufacturers Corporalion Limited 

Speech of the Chairman, Mr K C Mahindra 


T h e following is the speech of 
Mr K C Mahindra, Chairman, 
Machinery Manufacturers Corpo¬ 
ration, at the 17th Annual General 
Meeting of shareholders held in 
Bombay on September 25, 1963. 

1 welcome the shareholders of the 
Machinery Manufai turers Corpora¬ 
tion on the occasion of the Annual 
General Meeting of the members 
of the Company. You are gathered 
-here to receive the report which 
your Directors have submitted on 
the operations of the Company for 
the year ended 31st March 1963, 
and if it meets with your appro¬ 
val, to adopt the audited Balance 
Sheet and Profit & Loss Account 
for the period. 

Two Landmarks 

The year under review presents 
two landmarks in the history of 
the Company. One: there is now 
wide acceptance of the premier po¬ 
sition of MMC as manufacturer of 

quality Carding Engines. The 
Company continues to command 
more than two-thirds of the market 
in India. The . second landmark 
is that certain integrated plans for¬ 
mulated some years back have now 
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come to fruition. These, in the 
opinion of your Board, have greatly 
strengthened the basic structure of 
the Company. Shareholders will 
remember my reference to the need 
for diversified activity. The textile 
industry in India as such is sub¬ 
ject to violent fluctuations. 'This 
is not a characteristic of the Indian 
industry alone. I find that similar 
upheavels occur in the textile in¬ 
dustries of Japan, of Britain and 
the United States. As supplier of 
an essential piece of equipment to 
the textile industry, the Company 
must, therefore, prepare itself to 
face the periodic rise and fall in 
the fortunes of the spinners. For 
reasons with which you are fami¬ 
liar, the Company was not able to 
embark on any plan for meeting 
this sort of a challenge until our 
original product had received full 
and ready acceptance by the indus¬ 
try, and secondly, what is more 
relevant, until such time as the 
finances of the Company would per¬ 
mit such a development. 

A few years back- after a techni¬ 
cal review of the facilities available, 
your Board decided upon Diesel 


Engines as a suitable diversified 
product for the Company. With 
the help and cooperation of the 
Managing Agents, they were able to 
enter into a reasonably long term 
contract with the Indian National 
Diesel Engine Company, for the 
supply of a large number of com¬ 
ponents for the Diesel Engines 
which 1NDEC proposed to manu¬ 
facture. INDEC, in its turn, set up 
a small manufacturing shop com¬ 
prising only a few .specialised ma¬ 
chine tools and assembly and test¬ 
ing equipment. It hoped to farm 
out the major portion of the work to 
MMC. Over the years, this method 
of 'manufacture and assembly was 
found both uneconomic and unfruit¬ 
ful. To MMC also the particular 
contracts did not provide a suffici¬ 
ently attractive base for develop¬ 
ment. These difficulties led to a 
conclusion by INDEC that its ma¬ 
nufacturing must be centralised. 
It was finally arranged that MMC 

would take over the physical in¬ 
stallation of INDEC connected with 
manufacturing as well as the ma¬ 
chinery and equipment which IN¬ 
DEC had leased to them. INDEC 
was in a particularly happy position 







4»t; dtareholderi mt 
«tenmitted io- send further m#- 
chute took worth over £ 60,000, and 
«h» engine components of a total 
value of £ 180,000 for which de¬ 
ferred terms of payment had been 
arranged. Despite the sale of its 
manufacturing facilities by INDEC 
this arrangement continues and 
MMC will receive the benefit of 
these deferred terms. 

• % have given a brief resume of 

this position in order to convey to 
you our conviction that your Com¬ 
pany has now placed itself in a po¬ 
sition to manufacture a complete 
diesel engine from castings to 
painting—engines at present rang¬ 
ing from 6 l A to 184 h.p. If and 
when INDEC desires to produce 
engines of a higher horsepower, 
MMC will have the Option to produce 
them on similar terms as govern the 
present range of production. 

Managing Agent's Prominent Role 

1 should like to repeat that in this 
venture into diversification the Mana¬ 
ging Agents of the Company have 
played a prominent part, in as much 
as the plan for a diesel engine com¬ 
pany was prompted by considera¬ 
tion for MMC’s future. They were 
able to persuade a prominent Bri¬ 
tish firm to join them in establish¬ 
ing the diesel company and now 
that arrangements have been con¬ 
cluded for a physical take-over of 
the manufacturing assets of the 
company by MMC. the service ren¬ 
dered by the Managing Agents is 
complete. In the process, a sub¬ 
stantial sum of money has been 
invested by them in the diesel busi¬ 
ness, and it is hoped that the new 
arrangements will work out to the 
mutual benefit of MMC and the 
diesel company. 

It can bear repetition that dur¬ 
ing its history of 17 years, the Com¬ 
pany has gone through several ma¬ 
jor financial crises. On occasions, 
the resources at the disposal of the 
Company were Completely exhaust¬ 
ed, and I recollect a time when 
despite substantial help from the 
Managing Agents the Company was 
on the brink of closure. On such 

and sundry other critical occasions 
the Managing Agents placed then- 
own resources in support. They 
were also able to persuade the Gov¬ 
ernment of India to come to its 
assistance in a large way on three 


major jjccaskjM. Onew*s the crisis 
in 1353/34 when our funds were 
very low indeed and the Govern¬ 
ment was persuaded to invest fit 25 
lacs in die Preference capital of 
the Company. Another time in 
1959 they gave Rs 5 lacs to the 
Company as a loan in order to en¬ 
able it to complete its foundry pro¬ 
ject. On the third occasion the 
Government actively encouraged u* 
to put through the Scheme of Com¬ 
promise or arrangement which was 
finally enacted in 1960. I should 
like, on behalf of the Company, not 
-only to acknowledge this generous 
assistance which Government has 
given, but also to convey to them 
our deep appreciation. Here is 
one shining example of Govern¬ 
ment assistance readily forthcom¬ 
ing to help in the development 
of a basic industry—an assistance 
which was constructively given, 
and I hope it is to Government’s 
satisfaction that the assistance has 
been constructively utilised. 

Financial Result* 

The financial resul's of the opera¬ 
tions of the Company over the last 
four years indicate the turn which 
has taken place in its fortunes. 
Coincident with our capital recon¬ 
struction scheme there was a spurt 
in business conditions: your Com¬ 
pany was fully ready to meet them 
with the result that the Company 
has been able to reduce its indebted¬ 
ness to Government and to the In¬ 
dustrial Finance Corporation by 
over Rs 27 lacs in these 4 years. 
We have also been able to build a 
reserve of over Rs 35 lacs. This 
is no mean achievement. 

I need not elaborate on the Ac¬ 
counts for the year under review 
except to say that a large portion 
of the Profits of the Company have 
been appropriated for taxation. The 
Company’s works have operated 
during die year at a very satisfac¬ 
tory level. In addition to maintain¬ 
ing an increasing production of 
Carding Engines, we were able to 
offer to the Ministry of Defence our 
Resources for the production of 
Ordnance stores. Certain educa¬ 
tional orders have already been 
completed. It is possible that a 
portion of our capacity may be 
utilised for defence purposes. This, 
of course, must receive priority 


over ptaduotum for civilian par* 
poses.' ' 

Rehabilitation of Plant 

The process of rehabilitation of 
plant and equipment of the Fac¬ 
tory has continued. We are still 
without certain essential machine 
tools which would assist us to 
place the manufacture of Speed 
Frames on a proper production 
basis. As the import licences have 
only recently been received, it «f 
hoped that the special purpose ma¬ 
chinery Required for the job will 
be secured by us within the next 
few months. The prototype de? 
signed and engineered by the Cony- 
puny’s technicians underwent its 
final trials last year and we have 
booked an initial order for 12 Speed 
Frames for delivery within the hex! 
six months. 

Our development section has kept 
pace with the latest research in 
carding technology. An aerodyna¬ 
mic card of revolutionary design 
has been under experiment in 
France for a couple of years J m 
America and in Britain certain high 
production devices have been 
evolved. Our engineers have these 
developments under study; in fact 
the Company’s Super Card which 
has been undergoing tests at the 
Textile Research Institute, is essen¬ 
tially a high production device, H 
our technical studies lead to the con¬ 
clusion that any of the devices how 
being tried overseas are worthy of 
adoption in our textile industry, 
your Company will be in a ready 
position to adapt our Carding En¬ 
gines to suit the new developments. 

Shareholders will be pleased to 
learn that your Company produced 
over 70% of the total production 
of Carding Engines in the country. • 
Supplies of equipment to the tex¬ 
tile mills continue very satisfac¬ 
torily. and our bookings for the six 
months of the current year have 
been good. 

To the workers, the staff and 
the management a special tribute 
is necessary, and on your behalf I 
should like to convey to them our 
appreciation of their strenuous ef¬ 
forts throughout the year. 

Note :—This does not purport 
to be a report of the proceeding# 
of the Annual General Meeting. 
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With a heritage of over a century 
we lay claim to a creditable record of 
service in promoting India’s economic 
development. The watchword is one 
of endeavour in the service of the 























AfWfid Bombay, Markets 

Dalai Street in Cheerful Mood 
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f)ALAL STREET is pulsating witfc 
life 'Once again. Equities last 
week recorded spectacular gains 
and the rise was not restricted to a 
few speculators’ favourites on|y, 
Cains were widespread and for the 
first time in many months cash 
scrips, more particularly the rela¬ 
tively new issues, attracted , some 
real attention. There was a remark- 
aide broadening of interest and the 
turnover in cleared securities seem¬ 
ed to be restricted mainly by mar¬ 
gin considerations. Activity, how¬ 
ever, continued to be predominantly 
professional. 

Over the past week or two, many 
cash scrips have registered gains 
ranging from 8 to 15 per cent. For 
example. Universal Cable has shot 
up from Rs 9 to Rs 11, llnited Wire 
Rope from Rs 88 to Rs 102 — at 
one time the share was hid up to 
Rs 125, Barium Chemical from Rs 
52 to Rs 63, Sandvik Asia from Rs 
80 to Rs 92, Borosil Glass from Rs 
9.76 to Rs 11.50, Gammon India 
from Rs 15.88 to Rs 17. SLM Ma- 
neklal from Rs 50 to Rs 58, Gwalior 
Rayon from Rs 42 to Rs 46, Syn¬ 
thetic and Chemical from Rs 99 to 
Rs 120 and Colour Chem from Rs 
330 to Rs 355. The list can be 
multiplied. The performance of 
speculative counters has been im¬ 
pressive and even the hitherto long- 
neglected shares have also partici¬ 
pated in the recent spurt. 

Returning Confidence 

Sentiment on the stock exchange 
had been gradually veering round* to 
the Constructive side ever since the 
Government expressed its deep con¬ 
cern over the prolonged stalemate 
in the capital market. Steady ab¬ 
sorption of floating stocks by the 
Life Insurance Corporation and 
general reluctance on the part of 
investors to part with their holding 
after having lived through the 
‘crisis’ considerably strengthened 
the technical position of the market. 
The substantial modifications in the 
compulsory deposit scheme and in 
the gold control order which reduces 
the gold policy to a mere farce, have 
strengthened the stock market's 


belief that TTK will not delay mea¬ 
sures for stimulating the economy 
and accelerating the industrial 
tempo. Hie stock market has every 
reason to feel happy over the Cen¬ 
tre’s decision setting up a committee 
of officials and non-officials for the 
specific purpose of recommending 
steps to remove hurdles in the way 
of speedy grant of licences for ex¬ 
pansion of industries, import of 
capita] goods and approval of for¬ 
eign collaborations. Hopes are ala) 
running high in market circles that 
the Finance Minister will make 
suitable changes in the fiscal policy 
if it is considered necessary for re¬ 
vitalising the economy. Meanwhile, 
the deterioration in China’s relations 
with Russia has encouraged the 
hope that Peking is unlikely to 
create fresh trouble on India’s bor¬ 
ders in the near future. The cease¬ 
fire on the Assam-East Pakistan 
border has also helped to enliven 
sentiment in the stock market. 

While the going appears to be 
pretty good and the current bull 
phase is likely to be continued, it is 
quite possible that the market may 
like to take a pause for a while to 
digest the recent gains before mak¬ 
ing a further dash. The recent rise 
has brought the market as a whole 
back to its July peak — the highest 
for 1963. Of course one can never 
be too sure about a technical reac¬ 
tion. 

With the market showing marked 
signs of revival, the stock exchange 
authorities have decided to ask the 
Government to relax the margin 
rules. These rules had been framed 
mainly to check the deterioration 
in the market sentiment when con¬ 
fidence was at an extremely low 
ebb. Conditions have since changed 
and it is felt that die relaxation of 
margin will help stimulate recovery 
in the capital market. Since the 
volume of business in the market is 
not sufficient to provide remunera¬ 
tive employment to the stock-brok¬ 
ing community, the case for margin 
relaxation deserves sympathetic 
consideration. 


Cotton . 

v Freedom Restored 

'J’HE cotton trade had long been 
agitating for the abolition of 
compulsory survey and the super¬ 
visory system of marketing. This 
has now been done, Iphe Textile 
Commission has announced the im¬ 
mediate suspension of both these 
measures. The trade can now' 
hope to live in peace. The com¬ 
pulsory survey introduced two 
years ago in order to check mal¬ 
practices and adulteration under 
conditions of scarcity when price* 
tended to pierce the ceiling "had 
precisely the opposite effect ip a 
situation of comfortable supply. 
For most part of the last stiasotl 
(1962-63) cotton prices kept below 
the ceiling and compulsory survey 
simply encouraged corruption and 
caused unnecessary hardships. And 
the supervisory system imposed ah 
avoidable burden on the trade. On 
current indications, the new season 
(1963-64) promises to be -a year 
of plentiful supply. The carryover 
of 20/21 lakh bales is about the 
largest for many years and |he 
new crop is expected to exceed the 
1962-63 record crop of 57.5 lakh 
bales. The decision abolishing the 
cumbersome, expensive apo irri¬ 
tating controls is wise. The Tex¬ 
tile Commission has also done well 
to assure that both growers and 
traders will be consulted in future 
about the composition of regional 
and survey committees if controls 
become again - necessary. 

Policy for Buffer Stock 

The suspension of compulsory sur¬ 
vey and supervisory scheme has 
been announced not a day too 
soon. The new crop is beginning 
to move into the market, though, it 
is likely to gather momentum some 
time after about the middle of next 
month. Besides, controls over mar¬ 
keting go ill with the Government’s 
anxiety to check the fall in prices 
by building up buffer stocks. Press 

reports indicate that New Delhi has 
more or less made up its mind tp 
purchase cotton for the buffer stock 
when priceB decline by more than 
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Rs 100 .* Candy from the ceiling? 

. rate*. ■’While there' is - everything to* 
be Mid in favour of building up 
adequate buffer stocks to ensure 
satisfactory supplies, daring lean working of the Indian Council' of 
years, which arc not infrequent in Agricultural research of which he 
An economy where agricultural pro- ■'himself is the Vice-President. 
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opntac* tateceei* this researcffiTafeo-' 
ratory and th*. JarmerY field. Much 
of what Shri Pandit seated ur his 
address Was harsh criticism of the 
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Auction depends almost entirely on 
the weather, there Beems little justi¬ 
fication in effecting purchases at pri¬ 
ces half wpy beween ‘ceiling’, and 
‘floor*. If the Government diiijks 
tfmt the present ‘floor’ does not give’ 
, an economic return to the farmer, 
it had better raise the, ‘floor’. To 
support the market at some arbi¬ 
trary prices much above the ‘floor’ 
is' likely to introduce an element of' 
instability in the market. Under 
conditions of comfortable supply 
such a» are likely to prevail during 
the current season, there is a real 
danger that the Government might 
he burdened with huge stocks at 
■ high prices. Tlie authorities will 
b« well advised to enter the market 
after, a careful assessment of the 
situation, - The possible loss to the 
Government resulting from purcha¬ 
se! made, at prices • substantially 
above the ‘floor’ is not the only 
problem. There is a real danger 
that if the Government is burden¬ 
ed with huge stocks it might later 
compel the industry to buy unwant¬ 
ed' stuff at uneconomic prices. 

Already Indian cotton prices are 
- ottl of -world .parity which has to 
some extent undermined the Indian 
tqjrtilc industry’s competitive posi¬ 
tion in international markets. New 
• Delhi’s concern for the Cotton 
grower is understandable, but' if is 
equally necessary to bear in mind 
me need to correlate cotton prices 
With the textile industry’s capacity 
'to pay. Nearly 70 per cent of the 
population of the country which 
comes from the rural areas is die 
largest sector of cloth consumers. 
A rise in cotton prices wjth a cor¬ 
responding increase in cloth prices 
in not likely to benefit the agricul¬ 
turists in the long run. And as 
rightly pointed out by Shri A D 
Pandit in his presidential address 
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Reports ' that the Government 
would start purchasing cotton at 
Ra'100 below the ceiling for build¬ 
ing up a buffer stock caused con¬ 
siderable excitement in the futures 
market last week. ; The March con¬ 
tract which hgd been gradually 
drifting lower on prospects of an 
extremely comfortable supply and 
had been marked down to Rs 687.75 
on 21st- September shot up; tb Rs 
699 on 24th on nervous short 
• covering and fresh bull summit 
touched off by ideas of early official 
support as several varieties of cot¬ 
ton are already quoted about 'Rs 
100 per .candy below the ceiling. 
, Turnover in ready Cotton continued 
to be restricted as mills are inclin¬ 
ed to keep off the. market because 
of improved, supply position. Ex¬ 
porters did not mention any busi¬ 
ness in Bengal Deshj, the prices 
offered by the.overseas, buyers be¬ 
ing well Below the prevailing mar¬ 
ket prices here. 

- OilSeeds 

Subdued Tendency 
JT was’ another unexciting week 
for the oilseeds market. Only 
.groundnuts were a' little active aqd 
.imparted some lively appearance 
to the market. Other oilseeds 
drifted idly in an extremely narrow 
range. CaAlor March moved bet¬ 
ween Rs 165 and Rb 164 (per 250 
kgs) and linseed March between 
Rs 36.81 and Rs 36.25 (per 50 kgs) . 

Net changes over the week were no¬ 
minal.' Cottonseed January eased 
from Rs 96 to Rs 94-75 but with¬ 
out much business. After a further 
decline groundnut futures staged a 
brisk rally which seemed , to have 
•petered out by the close of Tues¬ 
day’s session. The January con¬ 
tract which had been marked down 
at the recent meeting of the Indian to Rs 213.25—--a hew low in the 
Central, Cotton Committee higher , current downward phase—recovered 
ceiling prices alone will not help quickly to Rs 215.87 but was down 
increased production of Cotton. In- again to- Rs , 214.25 the same day, 
cteaseA. production Can be achieved Since the early decline had laken 
only through higher yield per acre , the January contract very close to 
which in turn depends on the sup- its previous bottom of Rs .212.75 
ply of better seeds, more fertilisers, (recorded on'/Slst July), technical 
better methods of tilling, increased ccauuders^opf -induced a good, deal 
irrigation facilities and a closer of short Covering - which 1 couj ' 
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quick’ rally. ' Bcqjfiip ri&r bsmfdntft 
he : awtaioad for wiiat «f foHow-up 
support in view -of the /persistently - 
■encouraging reports -ahbut ibeoew 
. prop- The spot market, also - has 
Wt nearly all'its buoyancy as the 
buyers ate now incRhed 46 hold off 
the' market on prospects of a good 
harvest. If the Bear has hotyet 
turned aggressive it jq mainly-be¬ 
cause he tears that in its desperate 
anxiety to boost exports -die-Gov¬ 
ernment might further liberalise 
the export incentive scheme for 
groundnut oil. Indications am that 
the normal, seasonal • decline - in 
grohndnuts » now underway. Only 
an unfavourable turn in the wea¬ 
ther and/or some significant change' 
in the Government's export policy 
for groundnut oil can bring about 
a quick reversal of the current 
trend. How far this decline might 
go is, however, difficult to say. , 

Seasonal decline is a normal phe¬ 
nomenon, in agricultural produce- 
markets. It is not due to any cons¬ 
piracy on the part of speculators 
to cheat the farmer as is implied 
in the observations made by the 
Union Minister for International 
Trade, Shri Mapubhai Shah, in his 
inaugural speech at the recent con¬ 
ference of the presidents and Gov¬ 
ernment nominated directors of re¬ 
cognised associations. Speculators, 
said Manabhai, deliberately Over¬ 
estimated crops at, the beginning 
and' depressed prices at the harvest 
time through some kind of vicious 
propaganda. All this sounds yery 
funny and it betrays gross ignor¬ 
ance of the working of futures mar¬ 
kets. Equally atnusing is Manu- 
bhai’s plea to the authorities ad¬ 
ministering forward markets to en¬ 
sure' ‘fair price’ to. die farmer. 
There is little that the market au¬ 
thorities can do in the matter, exoept 
that they can avoid speculative ex¬ 
cesses which are by no means a fre¬ 
quent occurence. 

Export Activity , 

To come back to the market 
story, • while there was nothing ex¬ 
citing in the week’s up' and down 
movements in prices, the export 
performance also was rather poor- 
Only groundnut extractions appear¬ 
ed to (be moving, and that too At a 
somewhat slower pace. The- Com¬ 
munist countries : wwe stated to be 
off die market. The UK was men¬ 
tioned as the oply buyer and b»«‘ 
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a«* wwtoaia.-.*KH-jhsvfc.-^MB'' nari»; 
pCflti^jt induty jx^uee of toe avjtfl-.: 
ahfj&y of noa-CbnfomK* freight 
9§ to lOOebilhugB per too cbmpwr* 
hi,-to 114.5 ihiLfitw quoted-by die 
Conference fines, Upconfi baaed hi*' 
ports also indicated some business 
in jjrounfhutt oil with Spain which 
has. led. to hopes of fc- further post¬ 
ponement of enhancement of-im* 
port duty by Spain from & to 18 
per cent from 15th October. If 
Spain defers die anticipated -increase 
in. -import duty, India can hope,'to 
self further substantial quantities of 
groundnut oil in the new season. 
Spanish olive oil crop is reported 
to he very good bht Spain will, con¬ 
tinue to import the dump Indian 
groundnut oil and release its cojst- 
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iier ©tw« oihlw- «xpo*t,/H*riRy -any 
fresh'business was reported in ew$w 
,. oil last week thopgb the UK quo¬ 
tation* showed, a slightly hardening 
tendency, linseed cake was inactive 
but ' cottonseed cak$ . continued to 
attract scattered attention from the 
U K buyer, .the quotation for decort- 
cated cake . being around £31. In 
view of the anticipated - bumper 
cotton crop and increased crushing 
of cottonseed, the 'Government will 
. do well to take timely measures fot 
stimulating ' internal consumption 
and export :of cottonseed oil.. It ja 
-fundamentally wrohg to encourage 
the export of groundnut oil through 
liberal incentives when other less 
’ important edible oils can. he export¬ 
ed through like incentives. ; 
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business Notes 


Indian Cable 


INDIAN Cable’s sales for toe year 
. ended March 31, 1963 rose to 
Rs 10.48 crores from Rs 10.04 
crores in the previous year. The 
profit for the year after providing 
for depredation amounted to Rs 
156.85 lakhs showing an increase of 
14 per cent over the previous year’s 
figure of Rs 137.76 lakhs. The gross 
profit margin improved from 13 
per cent to 15 per cent. The Direc¬ 
tors, however, state that the bene¬ 
fit of the increase has been offset 
by the larger provision for taxation 
due to $PT. The taxation provision 
absorbed Rs 93 lakhs (including 
Ra ,16 lakhs for SPT) as against 
Rs 69.50 lakhs in the previous year. 

The net profit is lower by Rs 4.41 
lakhs ie by 6.5 per cent at Rs 63.85 
lakhs, and the net profit margin 
declined from 68 per cent to 6.1 
per cent. To this have been added' 
Rs 50.15 lakhs, being the balance 
of last account, and gratuity pro¬ 
vision of Rs 19.56 lakhs and taxa¬ 
tion provision of Rs 10.00 lakhs 
now reversed, raising the disposable 
amount to Rs 143,56 lakhs. The 
practice of carrying forward subs¬ 
tantial balances from year to year 
in the Profit'and Loss Account has 
now been changed by the Compa¬ 
ny, 'and a sum of Rs 60.50 lakhs 
has been transferred to General Re¬ 
serve. A new Reserve of Rs 18.00 
lakhs is created for Retiring Gra¬ 
tuities in -place of provision previ¬ 
ously created.^ Thn main allocations 
4t*e; J&bwRure Redemption Sink 4 


ing Fund Hs 3.45 lakhs (Rs 3.18 
lakhs); Development Rebate Re¬ 
serve Rs 45,000 * (Rs 50,000); Re¬ 
serve, for Replacement' of - Fixed 
Assets Rs 5 lakhs (same); General 
Reserve Rs 60.50 lakhs (Rs 10.00 
lakhs). Out of the balance of Rs 
55.94 lakhs left, over, the Directors 
have recommended the payment- of 
a dividend at Rs 2.25 per share of 
Rs 1,0 subject to tax (same as last 
year) absorbing Rs 55-95 lakhs. 
The Company’s paid-up capital 
continues unchanged at Rs 2.49 
crores while its Reserves and Sur¬ 
plus npw stand raised from R» 2.98 
crores to Rs 3.35 crores.' Earning ’ 
per ordinary share works out, at 
Rs 2.56 comparing with Rs 2.T4 in 
the previous' year. At the current 
rate of about Rs .35.50, the share 
gives an yield of 6.3 per cent gross. 
The Chairman in- fais: statement 
circulated with the Report observes 
that the loss in business as a result 
of restrictions on sales of copper 
Conductors has been made -good by 
increased sales of other products; 
The Company has entered into an 
agreement with the Government for 
manufacturing under special pri¬ 
ority urgent defence requirements 
of paper insulated , underground 
power cables. Hie Company's 
order book is now full .and .sales 
are better in the current year. Ex¬ 
ports have also improved - during 
the year; the amount in the firet 
half of the year having exceeded 
(he fjffiwe lor dw wbolpofthepaet 


year-i.':’Rul the prices ethtautod-.-itt 
foreign"-market continue-to be m> 
economical duq to high cost offow 
materials .and other overheads and 
intemational competition?' 

tndir Steamship. 

TOURING die year reded .March 3l, 
1963; the total freight earned 
by the India Steamship amounted to - 
Rs 8.00 crores compared with Re 
8,97 crores in the previous year. By 
rationalising 'sailings and the num¬ 
ber of ports touched, expenses ■ were 
reduced by the Company by neiriy 
Ks 53 lakhs. Berthing delay* in [ 
ports, weather conditions and labour -- 
strikes, resulting in a loss of S4l 
man day?, were some of the; major 
factors which reduced the earning , 
capacity of the fleet. 

The Directors stale that the de¬ 
pression in the world freight ‘Mar 
ket continued during the ‘ year. 
Tramp, markets were, 'very low- and ' 
offered distressing competition to 
liner companies. On the - other hand, 
operational costs,, particularly steve¬ 
doring rates showed considerable 
increase. Tne freight rate for east - 
hound traffic from the U K and the 
Continent was increased by 10 fief 
cent . from October 1. 


. . x, 1961, 

west bound rates have not been' in- 
creased since 1957! . : 

• , • ’ t . , , * 

After setting aside Rs 1.21 CfOJtes 
(Re 1,28 crores) for depreciation. . 
the year’s working has resulted in 
a loss of Rs 30.02 lakhs (Rs 55.95 
lakhs in the previous year) which 
is set off by the transfer of Rs 3142 
lakhs from Taxation Reserve. The 
credit balance of Rs 1.40. lakhs, 
together’ with a sum of Rs, 22,216 * 
brought froth Dividend 'Equalisation 
Reserve enabled the company to pay 
the preference dividend of Rs - . 
1,62,500 at 5 per cent. . ' 

Greaves Cotton . 

T’HE manufacturing division «f 
Greaves Cotton achieved a sub¬ 
stantial expansion in, its rang? , and . 
volume of production during the, 
year ended March ,31, 1963. , This • 
contributed handsomely to -the sales, 
and profits of-the Mills’’- Stores de¬ 
partment. * The working of the 
Company’s cone and tube plant is • 
showing further progress during the’ 
current year. ‘ , ; 

Production of the diamond drill¬ 
ing hit* unit was hampered by 
limited import licence*. The small" 
(pete licence* secured were supple 
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ttented by Actual user licences of. 
cus to mers. During the current 
year, production ol this unit is ex 
pending steadily and i» expected to 
make a higher contribution to the 
turnover and profits of the mecha¬ 
nical engineering department. 

Trading conditions during the 
year were extremely difficult due to 
restricted import and to the adverse 
effect of tiie Chinese aggression. 
However, the Company achieved an 
improvement in its turnover by Rs 
32 lakhs to Rs 784 lakhs. The trad¬ 
ing profit of the Company also in¬ 
creased from Rs 37.93 lakhs to Rs 
41-89 lakhs. Including incomes 
from subsidiaries and other sources, 
the nut profit for the year went up 
to Rs 54.53 lakhs from Rs 52.86 
lakhs in the previous year. Appro¬ 
priations include : Development re¬ 
bate reserve Rs 80,000 (Rs 25,000); 
taxation reserve Rs 23 lakhs (Rs 
22.25 lakhs); doubtful debts reserve 
Rs 50,000 (Rs 20,000) ; general re¬ 
serve Rs 11.50 lakhs (Rs 10.10 
lakhs) and dividend reserve Ks 20 
lakhs, The Directors have proposed 
to pay out of the dividend reserve 
preference dividend at. 6.5() per cunt 
and 7.80 per cent respectively on 
the two kinds of preference shares 
absorbing Rs 3.58 lakhs and an 
equity dividend at 12 per cent 
absorbing Rs 11.20 lakhs (the divi¬ 
dends being same as last year). 

The Company’s profits during the 
year have not been subject to SPT 
and this has enabled the Company 
to repeat the dividend. Dividend 
income from the Company’s subsi¬ 
diaries and associated Companies 
have shown a reduction from Rs 
12.70 lakhs to Rs 11.20 lakhs due 
largely to the impact of higher 
taxation. 

Trading during the current year 
continues to be influenced by gene¬ 
ral uncertainty in the economic 
situation but it is hoped thp turn¬ 
over will show a further expansion 
and will result in higher profit 
earnings. 

Jost’s Engineering 

JijALES turnover of Jost’s Engineer¬ 
ing Co for tfic year ended 
March 31, 1963 was slightly lower 
at Rs 25.73 lakhs compared to the 
previous year’s figure of Rs 26.24 
lakhs. Severe restrictions on im¬ 
ports affected the turnover of the 
Company. But the order book con¬ 
tinues satisfactory with the inclusion 

im 


of a larger proportion s 4 orders for 
locally manufactured items. 

The year’s working has resulted 
in a loss of Rs 24.768 as against a 
profit of Rs 90,234 in the previous 
ear. The adverse results are attri- 
uted to the removal of machinery 
from the old factory premises to the 
new premises at Thana, to the teeth¬ 
ing troubles in production and to 
the expenditure incurred in the 
course of manufacturing new pro¬ 
ducts. However, the Directors have 
recommended the payment of a 
dividend at 6 per cent on ordinary 
shares, subject to tax, to be paid out 
of the Dividend Equalieation Re¬ 
serve which will absorb Rs 46,823. 

The Company has secured an im¬ 
port licence for capital equipment 
for the manufacture of ‘‘Jumbo’’ 
Trucks, but as the licence for im¬ 
port of essential components has not 
yet been obtained, the project has 
not made headway. In the meantime, 
the Company has developed a Hy¬ 
draulic Pallet Truck called the ‘Pyg¬ 
my’ which has been put on tiro 
market and has been well received. 

The Company proposes to invest 
Rs 7.14 lakhs in the equity capital 
of Kerry Jost Tools, a new Company 
to he formed in collaboration with 
Kerry’s (Great Britain) for manu¬ 
facturing drilling machines. The 
proposed Company will be having 
its factory at Ambattur (Madras) 
and will shortly enter the capital 
market by issuing for public sub¬ 
scription 6,860 shares of Rs 100 
each. 

The Company has completed ne¬ 
gotiations with Martonair for the 
manufacture of pneumatic cylinders 
and valves and with Glacier Metal 
for centrifugal oil filters. Two more 
collaborations are being finalised. 

The Maharashtra State Financial 

Corporation has granted a loan of 
Rs 4 lakhs to the Company and has 
now been approached for a further 
loan of Rs 6 lakhs for the expansion. 

Bajaj Auto 

DAJAJ Auto has now been per¬ 
mitted to expand its manufac¬ 
turing caoacity from 6,000 to 12,000 
scooters and auto-rikBhas per year. 
Government has also granted to the 
Company a licence to import capi¬ 
tal goods of the value of Rs 49.65 
lakhs against’ foreign exchange 

loans from the I F C and the 


I C 1 C l. Company has .appli¬ 
ed to the ICICI for a loan of Rs 70 
lakhs inclusive of the foreign ex¬ 
change component. - Orders have 
now been placed for - machinery 
worth about Rs 6.13 lakhs. 

During the year ended March 31, 
sates and other incomes haw 
increased by Rs 24 lakhs (20.3 per 
cent) to Rs 142.15 lakhs. Profit be¬ 
fore taxation shows a rise of Rs 0,95 
lakh (5,5 per cent) at Rs 18.31 
lakhs. Taxation has absorbed less 
at Rs 3.86 lakhs compared with Rs 
6.00 lakhs in the previous year. 
Profit after taxation is higher by R* 
3.09 lakhs (27.2 per cent) at ■ Rs 
14.45 lakhs. Among appropriations 
are : Development Rebate Reserve 
Rs 7.41 lakhs (Rs 2.49 lakhs); 
General Reserve Rs 2.89 lakhs (Rs 
6.25 lakhs) and Dividend Reserve 
Rs 5.20 lakhs. From the Dividend 
Reserve the Directors propose lo 
pay a taxable dividend of Rs 10 per 
share on fully paid shares of Rs 
100 and Rs 7 per share on partly 
paid shares of Rs 75 each. Tire divi¬ 
dend will absorb Rs 5,19,700 as 
against Rs 3,19,600 in the preced¬ 
ing year. 

Ashoka Cement 

THE net profit of Ashoka Ceinenl 
for the year ended March 31, 
1963 has declined to Rs 4.98 lakhs 
from Rs 5.03 lakhs, despite an ex¬ 
pansion of sales from Rs 1.62 rro- 
res to Rs 2.06 crores. Production of 
clinker rose from 1.34 lakh tons in 
1961-62 to 1.62 lakh tons in 1962- 
63 and that of cement from 1.39 
lakh tons to 1.75 lakh tons. The 
dividend has been maintained at 7 
per cent taxable. 

The Directors state that produc¬ 
tion was affected by frequent trip¬ 
ping of D V C power. The increase 
of Rs 2.75 in the price per tonne 
granted by Government effective 
from June 1, 1963 is regarded as 
inadequate to compensate the heavy 
rise in costs. Wage increases grain¬ 
ed by the Company have further 
added to the eosts. In revision of 
its previous policy, Government has 
restricted the use of second-hand 
serviceable bags to 1|3 of the total 
uumber of bags used for packing 
from August 20, 1963. The Direc¬ 
tors state that the computed price 
of bags still continues to be insuffi¬ 
cient to meet the costs. 

The main grievance of the Com¬ 
pany — and of (he industry as a 






whote —■ » ' that Government 
not given retrospective effect to the 
revised prices..with the result that 
increases in costs between Novem¬ 
ber 1961 and May 1963 had to be 
borne by the industry, The Direc¬ 
tors feel apprehensive that if the 
industry = is not adequately compen¬ 
sated for the increases in costs, there 
is bound to be a setback in •> the 
development of this strategic indus¬ 
try. The benefits of the incentive 
scheme introduced by Government 
will be limited since the basic level 
has been fixed at a high level of 
1.75 lakh tons and the amount of 
incentive itself is only a meagre" Rs 
5.50 per tonne. 

Mahindra & Mahindra 
J^fAHlNDRA & MAHINDRA 
Limited, Steel Division, have 
secured orders for the import of 
51,600 tons of steel valued at U S 
$4.9 million from the Railway 
• Board, Government of India, dur¬ 
ing the month of August, 1963. 
The tonnage booked represents 
about 59% of the total quantity 
covered by Railway Board tenders 
S-37 to S-39. The categories which 
are in short supply in India, such 
as Spring Steel Billets, Plates, 
Class HI, IV and other special 
qualities of Rounds are to be im¬ 
ported against these contracts from 
USA. Japan. Sweden and Saar. 

In recent months they have also 
secured orders to the extent of 
39,300 tons valued at U S $7.12 
million from other Government 
Departments, including one for T1 
Constructional Steel from Shara- 
vatj Valley Project. T1 Steel has 
been patented by U S Steel Export 
Corporation and is ideally suited 
for manufacture of Penstocks for 
Hydro Electric Projects. 

The Steel Division has gradually 
established a close business rela¬ 
tionship with U S Steel Export Cor¬ 
poration. reinforced by the latest 
order. 

Mukatid Iron and Steel 

THE Radiography Laboratory of 

Mukand Iron and Steel Works 
Ltd at Kurla, Bombay, was inaugu¬ 
rated on September 23 by the Union 
Minister for Steel and Heavy Indus¬ 
try Shri C Subramaniam. 

Shri Subramaniam, speaking on 
the occasion, emphasised the im¬ 
portance of research in industry. 
On the problems facing the Steel 


Re-refliag tbit'- 

scrap should"' be utilised is far as 
possible within die country. Export 
of raw materials and import of 
finished products would be Strong 
economics” he observed, 

Greaves Cotton & Crompton 
Parkinson 

‘TURNKEY’ contract valued at 
Rs 1.5 crores has been received 
by Greaves Cotton & Crompton Par¬ 
kinson Ltd from Hindustan Steel 
Ltd. This is in connection with the 
Electrical Power Distribution Sys- 
: tem of the 1.6 million ton expan¬ 
sion programme of the Durgapur 
steel plant. 

This contract covers the supply, 
erection and commissioning of the 
complete power distribution system, 
including transformers, high and 
low voltage switchgear etc. 

A large element of the supply is 
being made by the company’s 
Indian factories, leaders in the 
manufacture of electrical power 
distribution equipment in India 
today. 

Money Market 

Thursday, Morning 

THE Inter-bank call money rate 
remained unchanged at 2 per 
cent throughout the past week. 
Supply of funds was quite adequate 
to meet the demands, but the rate 
did not break further. In Calcutta, 
the rate was erratic as usual. After 
remaining easy at 3/4 to 1 per 
cent till the week-end, the rate 
hardened to 2j per cent on Monday 
and spurted to 3J per cent by Wed¬ 
nesday evening, Although the 
position in Calcutta does not ordi¬ 
narily influence the Bombay mar¬ 
ket, the convulsive nature of demand 
for funds at that end, if it persists 
;at higher rates, may lead to a de¬ 
flection of surplus funds. 

The position of Scheduled Banks 
as on September 13 presents a 
slightly different picture from that 
of the previous week. Deposits 
which fell by Rs 10.89 crones dur¬ 
ing the week ended September 6. 
improved by Rs 4.36 crores in the 
next week, Bank credit which ex¬ 
panded by Rs 12.49 crores in the 
same week shrank hy Rs 14.04 
crores in the subsequent week. 
These changes have rendered the 
resources position of banks more 
comfortable and enabled them to 
reduce their borrowings ftom the 


Reserij*: Bank by & 2,15 crores to 
a mere Rs 90 lakhs. Further, the - 
banks required during die week Rs 
12.41 crores of Government securi¬ 
ties as agrtJwt their sale of Rs 22-40 
crores in the previous weds. Has 
steady increase in the investment of ■ 
hanks in giltedged securities reflects 
their continued interest in investing 
in the tfltedged securities their 
surplus funds. To this extent their 
interest fin Treasury Bills and call 
loans as a medium of investment is 
reduced, more so because of the 
lower return available from the 
latter. It is doubtful that money 
rates will tend to .ease further even 
with a larger return flow of funds 
into banks; for, the slack season 
has only a few weeks yet .to run. 
There is, again, the likelihood of 
the liberalisation of credit by the 
authorities very shortly which 
might accelerate the demand for 
funds. State Electricity Boards 
would also be absorbing some 
funds. 

According to the Reserve. Bank’s 
returns for the week ended Septem¬ 
ber 20, Notes in Circulation con¬ 
tracted by Rs 19.98 crores as .against 
an aggregate expansion of Rs 33.34 
crores in the previous two Weeks. 

Of this decline Rs 7.06 crores was 
held in the Banking Department, 
and so the net Note Issue was re¬ 
duced by Rs 12.92 crores only. 
Since there was an inflow of Rs 
1.99 crores in Rupee coins, there ip 
a net fall of Rs 14.91 crores in the 
rupee securities of the Issue Depart¬ 
ment. 

Central and State Governments’ 
balance* declined by Rs 8.93 crores 
and scheduled banks’ balances also 
fell by Rs 3.83 crores. Loans to 
Governments swelled by Rs 8.61 
crores while borrowing* hy sche¬ 
duled banks increased by a meagre 
amount of Rs 43 lakhs. Against 
these, Other loans and advances 
were lower by Rs 4.08 crores. In 
the final result of operations the 
Bank’s holdings of Treasury Bills 
went down by Rs 9.46 crores and 
investments were less by R* 7.44 
crores. Balances held abroad show¬ 
ed a rise of Rs 1.30 crores. • 

The giltedged market continued 
to forge ahead. The 3 per cent Con¬ 
version Toad became active and 
moved up to Rs 65.10. Gold Bonds 
kept, in demand and changed bands 
at Rs 118.25. The market as a 
whole displayed a firm' trend. 
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BANKING RETURNS • 

{Rt crofts) 

Sep SO Sep 13. Aug 28 


1 Nttf* peculation 2204.43 
2. Rupee cola 12335 

« Depofllta 

(a) Central Govt 70.20 
. (b) Other Govts 7.13 
. (c) Banks 88.41 

(d) Others 160,OS 

Foreign securities 89.46 
Balance abroad 9.04 
Rupee securities 1892.30 


Investments 196.13 

Loans and advances 
to Govts « . 55.8T 

9 Other loans and 

advances 144.18 

Scheduled Banks ' Sep 13 

1 Aggregate 

deposits (net) 2191.26 
Demand (net) 947.20 
Time (net) ' 1243.99 

2 Cash in hand 

3 Balance with 
Reserve Bank 

4 (2) + (S)a*% 
of(l) 

5 Borrowings from 
Reserve Bank 

(a) Against usance 
biUs and/or pro 
mlssory nqtes 

(b) Others 

6 Advances 1242.52 

(a) state Bank 238.14 

(b) Others 1004.18 

7 Bills discounted 

(a) Inland 163.37 

(b) Foreign ’ 53.52 

, (c) Total 1459.42 

(1) State Bank 15.63 
. (U> Others 1443.79 

8 (6) + (7) as % 

Of (X) 66.60 

9 Investment in- 

Govt Securities 751.04 
10 (9) as % of (1) 34.27 


'2224:41 

,. 121.88 

74JH 

11.72 

9X20 

158.98 

89.46 

7.74 

190T.21 

203:56 


2208.74 

121)83 

6504 
■ 15.19 
101.61. 
160.25 
89.46 
8.35 
1907,1? 
223.31 


Sep n 

M| 

2019,79 

124.62 

73.78 

15.71 


160.13 
88.34 
. 7A8 
1708,03 
17341 


47.25 45.03 27.88 


144.28 
Sep 6 


2186.89 

956.42' 

1230.47 


138.22 

Aug 16 


2179.81 

957.39 

1222.42 


147.17 
Sep 14 
'62 

2034.43 

800.29 

1234.14 


8X45 

52.75 

59.08 

49.68 

86.86 

87.84 

84.57 

.79.01 

«.36 ( 

6.43 

8.59 

6-33 

0.00 

3.05 

0.32 

18.69. 

0.55 

0.35 

140 

1.85 

042 

1250 

6.19, 


1266.94 

241.58 

1015.36 

162.97 

53.55 

1473.45 

15.78 

1457.67 


1269.30 

245.60 

1023.70 

163.97 

47.96 

1481.23 

16.27 

1464.96 


120389 

263.70 

940.19; 

146.04 

48.30 

1400.22 

13.64 

1386.58 


07.38 67.95 68.83 


738.84 

33.78 


730.48 

33.51 


662.19 

32.55 


Bombay Money Rates 


(Per cent per annum) „ „ 

Sep IS Sep 6 Aug 16 S«P 14 

'62 


Call money 
from Banks 
Deposits 
Seven days 
Three months 
Six months 


3.12 

2,72 

2.66 

4.66 

■ 

3.00 

3.00 

3.00 

3.00 

3.75 

3.75 ’ 

3.75 

_ 

3.75 


Working Class Cost of Living Index 


(Bose adjusted to 
June '63 
110 


Gauhati 
Ahmedabad 

Madia* 

Bombay 
Bangalore 
Kanpur 
Calcutta 
"Delhi 
All-India 
Source V Labour Bureau, 

1 m 


150 

145 


132 

134 


1949 
May ‘63 

111 
118 
150 
143 . 


128 

132 

432 

Government 


100 ) 

June ’62 ■ 

110 
124 •’ 

' 150 
146 
133 
106 
119 
. 130 

ISO. 

of India. •' 


1962-63 

- U2 
121 
150 
145 
134 
106 • 

130 ‘ 

131 



INDEX NUMBER OT WHOLESALE FRKffiS 

■ ' (Base year ' ending Hard 1353=1100) 


Group and Sub-group > 0 . 

; 

•S " —I »*U g 

I, ; ' / 

Food Artidee 128.6 

‘ Cereals 10J.2 

Pulses * 105.5 

Frhlts 2k Vegetable* 1*8.0. 

Milk & Ghee 1274 

Edible Oilfc - 155-3 

Fish, Eggs A Meat 144.7 
Sugar A Gur 152.1 

Others 170,8 

Liquor and Tobacco 98.5.. 

Tobacco 94:9 

Fuel, Power, Light and 



Lubricants 
Industrial Raw 
Materials 

Fibres 
. Oi.seeds 
Minerals 
Other* 

Manufactures 


1236 187.1 1*7.1 — +10.7 


188.8 

130.2 

106.3 
93.4 

125.3 
129.5 


Intermediate Products .142.6 

Finished Products 127.2 

Textiles 126.5 

Cotton 129.4 

Jute 116-5 

Woollen 141.3 

Silk & Rayon 129.7 

Metal Products 160.5 

Chemicals 115-4 

Gil cakes 197.1 

Marhlnery & Trans. 

port Equipment 117.6 

Others 125.6 

AU Commodities * 129.6 


138.7 

133.6 

152.6 
93.4 

125:2 

180.0 

189.0 

129.1 

127.2 

135.3 

101.3 

142.7 

lSe.e 

161.5 

117.3 

106.5 

123.2 

128.1 

183.8 


188.5 

130.2 

156.7 
93.4 

125.2 

180.6 

140.1 

129.1 

126.5 

135.2 
97.9 

156.6 

136.3 
163.0 
117.2 

169.8 


tQ.1 

— 2.6 

+ 2.0 


+0.1 

+0.8 

— 0.6 
—Q.l 
—3.4 
+9.7 
—0.4 
+0.9 
— 0.1 
+ 2.0 


123.8 +0.5 

128.4 +0,2 

135.4 +1.1 


— 0.2 

— 0.4 

— 0.1 
+ 4.0 
— 4.8 
+ 1,5. 

. + 4.5 

—lfl.<L 
+10.8 
+ 5.1 
+ 1.6 
+ 1.6 
+ 8.1 

+ 5.3 
+ 2.2 
+ 4.5 


Cotton Textile Industry 

(Mill Sector) * 

Mar '63 Feb ’63 


Production 

Cloth 

{Million yds) 
Yam 


Mar’62 1962 

(Average) 


403 


369 


417 


416 


(Million lbs) 

! Slocks * 

Cloth 

(Million yds) 

159.0 

148.7 

159)7 . 

•457.9 

317.6 

280.9 

287.0 • 

472.2 

Yam 

(Millipn IbsJ 

19.2 

. 16.2 

17.1 

22.5 


Consumption of 
raw cotton by 
-textile mills 

(Lakh boles) 
Indian 
. Foreign 
Total 


4.05 

0.66 

4.71 


3.86 

0‘2S? 

4,55 


3.90- 

0.80 

4,70 


3.8* 

0.82 

4.69 


8ooroe 1 Textile Commissioner, Minlstrynf.Gotunierce and 
Induitiy, Govyrnpiant of India. ; , 
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Aug 19 ft 20, .1963 


■ a& bo ii,- 

Aug 19 ft 20, \m 


Up to and 
including Sale no' 
H, Aug 19 ft 20, 1962 



Dooara 

■T««i 

Tripura 

TOTAL 


Sale no .12,. 
Aug 21, 1963 



tip to and 
■ Including Sale no 
12, Aug 21, 1963 


,§j 


Sale no '11, 
All* 22. 1962 


k • 
. < 


i 60 

' 4* 
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4 i» 
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Assam 

13.0 

5.2 

5.28 

76.8 

30.5-' 

'5.43 

164 

,6.2. . 

5.13 

88.3 

Cachar. 

1.7 

0.6 

4.34 

, 6.7 

2.6 

4.60-' 

4.0 

1.5 

3.55 

7.9 

Darjeeling 

0.4 

0.2 

• 4.68 

2.7 

1.1 

5,51 

0.2 

04 

3.72 

2.1 

Dooars 

10.0 

3.8 

' 4.67 

60.7 . 

23.8 

. 4.83 

7,2 

2i8 

4.01 

• 62.7 

Terai 

0,6 

0.2 

4.30 

2.8 

1.0 

4.54 

0-2 

0.1 

. 3.77 

2.8 

Tripura 

0.1 

/- 

4.26 

0.9 

0.3 

+.31 

0.1 

raw 

2:83 

0.6 

TOTAL 

25.9 

L0.0 

4-96 

150.6 

59.3 

*5.13 

27.9 

10.7 

4.59 

164.5 

Source : 

Department 

of 

Commercial 

'Intelligence and 

-J— -*- , 

Statistics. 

Government of 

India. 

< 


34.7 

'8.0 

0.9 

24.2 

.1.1 

0.2 

64.1 


5.28 
3.45 
4.88 
3.91 ; 

5S- 


Coal Production and Despatches 

(Monthly Average* or Calender Month*) 

(’000 Metric Tons) 

Raisings Despatches 


1963 : 


1962 i 

1962 

1961 

1960 

1959; 

1958 

1957 

1956 

1951 

Source t 


May 5.718 4.888 

April 5,696 4,949 

March 5.806 5,229 

May 5,127 4.441 

5,129 4.573 

4,675 ' 4,190 

4,384 3,860 

3,984 3,522 

3,838 • 3,415 

3,683 3,190 

3,338 " 2,959 

2.915 . 2.473 

Coal Controller, Ministry of 
Government of India. 


Stock -at 
pit bead 

3.731 
4,267 
4.086 
3,869 
3,483 
3.290 
3,458 
2,729 
2,808 • 
3,331 
’2,810 • 

. 2,824 

Mines and Fuel, 


Electricity Generation and Distribution 


Electricity 
generated 
Electricity, told 
Domestic 
consumption 
Commercial 
light and 
small power 
Industrial power 
Jhibllc lighting 
Irrigation 
Miscellaneous 

Source t Central 


(Million kW hoars) 

May ’63 April ’63 May ’62 


2,048.9 

1,689.8 

148,8 


85.7 

1,217.1 

lO.g 

18+3 
1 j 4.9 
Wirier and 


2,047.0 

1,688.3 

148.1 


1,700,7 

1,488.4 


1962-63 

2?.o0t,7 

18,276.3 


Production of Petroleum and Petroleum Products 

‘ (WO Metric Tons) ; 

..May’63 April '63 May '62, 1962. 

(Average) 

Crude petroleum 134.4 '109.3 56.3 , 85,1 

Petroleum products’ - 

. Light distillate* 114.6 113.2 106.8 96.8 

Kerosenes 126.9 112.9 92.5 '97.J , 

piesels 160.5 138.5 155.3 149.3 1 

Lubricants 2.9 2.2 . 1.8 24 

Bitumens - , 33-8 -32,9 Si.4 30.7 

Heavy ends 193.1 184.7 \li 4.6 J62.9 

Others , 7.9 6.8 , 10.5. 10.7 

Total of petroleum , 

product* 639.7 , 611.3 553.0 549-6 

Source j Ministry of Mines hnd Fuel, Government of India. 

—*■ ~: -- V —r> .. 

Joint Stock Companies 

New Registration* and Liquidations 

{AU Amoxfnn in Rs Lakhs) 

June ’63 May ’63 June ’62 


144.2 ’ J.792.2 


85.0 936 

1,221.8 1,039,7 

19.8 18.8 

107.0 71.9 

106-7 98.2 

’Rower Commission. 


I.M0.9 
13,014.9 
252.7 
917.2 
14 


Incorporated and . 
registered 
No of companies 
Authorised capital 
Ceased to work 
■ No of'companies 
Paid-up capital 
Overall variation 
in paid-up 
capital of ail 
. companies 
Source 1 -Department 


70 

,7,16 

74 

26 


110 

11,74 

68 

79 


148 

22,13 

67 
• SO 


. 1962 

(Average! 

126 

25,82 

94- 

55 


+94 +15,22 


+27,17 +15,05 ; 

..—. of Company Law Administration, 

Ministry of .Commerce and Industry, Government 
of India. 

r.:;., \m 
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’Fund -Bank, ftleeti bgS;; 

.^.DVOCATFS of international monetary mfBrm'haV* lo kave^im dE|ai 
of a rhinoceros and the stamina of a caifipJ, for they gre'tqa efpfayifi 
people whose instinctive reaction to anything.is to [■$& ■ 

while successive proposals for reform have teen unceramGWliiBtfy.-«Wt* 
signed to gather dust in international archives, the vrorfifa fi naacl|f 
system has not been immune to change. There have been, hr 
the inter-central batik credits which helped to defend the ^^NvSk 
1961 and-the more extensive and formalised swap arrangmttenfirajjHlIpE 
Iished by the United States during the last two years with the jtwjpp^ 
industrial countries. Last year alsol saw the United States begin borrow- 
ing from abroad in foreign currency as a further instrument for the 


Train to Huddersfield 1677 defence of the balance of payments. 


The Bokaro Story 1579 

SPECIAL ARTICLES 
Congress and Kamaraj Plan ; Ail 
Academic View 1573 

Portrait of a Capital — II : A 
Diagnosis of Decay 

— Flibbertigibbet 1676 

Forecasting Variations in Money 

Mopi ■ • ' .Ml- 

Labour and Trade Unions in Kenya 
— KNVaid 1683 

WoHd Bank and IDA: Review 

of Operations 1962-63 1691 

FROM THE CHAIR 
Poysha Industrial Company 1680 

Industrial Finance Corporation 1.698 
India Steamship Company 1700 

Nepa Newsprint '702 

AROUND BOMBAY MARKETS 
Dalai Street at New Peak 1704 

BUSINESS NOTES 

Imperial Tobapco—Aiind—Machi¬ 
nery Manufacturers — Indian 
’ ©II -—-Money Market 1706 

CURRENT STATISTICS 1708 


The Economic Weekly 
65, Apollo Street,! Bombay-1. 
Grams: econweek 
Telephone ; 253406 
Annual Subscription; Rs 24 
r. i- Foreign- Ste o*«t.T ; 






The swap arrangement and the devaluation-proof US bond* ape 
response to a Reed which central bankers and treasury officials have till 
yesterday denied even existed — the need to expand international liqui¬ 
dity. This gap between precept and practice, however, could not conti¬ 
nue for ever and now, with the agreement on an inter-Govenunerrtaf 
study of world liquidity at the current Annual M ee ti n g of the IMF 
and the World Bank jn Washington, it has at last been admitted fhutl 
nothing will be lost and much gained perhaps by substituting for oi hoc, 
piecemeal measures formal arrangements which will ensure the growth 
of world liquidity-at a pace dictated by the requirements .of world trade. 

Having admitted that, it will be far more difficult now to circum¬ 
vent the IMF in whatever arrangements are finally agreed upon than 
it has been hitherto given the view that there was no shortage of inter- ; 
national liquidity and what was necessary were ad hoc arrangement*' 
to overcome temporary imbalances. The U S payments deficit, currant 
ly the most serious of these “imbalances”, has shown a discomfitting 
durability. Even the equilibrating movement of wages and prkesi* 
Western Europe and the U S and changes in interest rates- have failed 
to make an immediate impact on the U 5 deficit which w«», if «nythra$. 
slightly larger in 1962. Countries which had agreed to hold dollant 
which they would have normally converted into gold ate getting restive 
and are beginning to ask how they are better off with these dollars 
than if they held, say, IMF bond* which the Maudllng Plan would 
create. Not surprisingly, therefore, Continental countries have moved 
visibly nearer the British position since the Fund meeting last year 
when they scoffed at the British Chancellor’s Plan, ?’ ■ 


Of course, this is not to say that there is any general agreement Art 
what, is to be done to increase international liquidity, Indent the mop* 
conservative are still prepared to go no further than raise members’ 
quotas and expand the existing General Arrangements to Borrow, which 
are intended to provide the Fund with supplementary resources qf 
strong currencies. It is reasonable to snsipect, howeywy 
inhibitions are the product not of a different assessment of $pridtty 
requirements but of an understandable prejudice against making the 
I M F into a genuine central bank with some automaridty in its functiwi* 
ing which tyouM to that ..MUM bind 0BM& 
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j' 21>6; ' J M f^ w ^ ..iO'Wiw quotaijl# 
awm-retevgirtrin the context of tfas 
i developing countries. While $j5r 

paymfiiis deficits are of a different 
^etore fr®i those which the IMF" 
w intended ro tackle, these countries 
<fo face temporary payments prob- 
iems, These inay arise from a varfe. 
ty of reasons tike an unexpected 
shortfall in agricultural production, 
fluctuations in export earnings, or a 
sudden adverse turn in the terms 
of trade. Besides, these countries 
■ . ' need temporary accommodation to 
tide over procedural delays in jfog 
disbursement of long-term aid and 
also to impart a little flexibility to 
the operation of tied aid. It all 
boils' down to providing. liquidity 
reserves which normally act as a 
- cushion, but which the developing 
. countries do not have. These needs 
. are temporary but if they are flot 
■ ttoei adequately and in time, the 
' development process gets slowed 
down. In the context of these pro- 
„ bl«n» there is a strong case for rais¬ 
ing quota* and relaxing the 25 per 
cent gold payment requirement. 

The long-term balance of pay- 
rtients problem of the developing 
. countries, of course, lies outside the 
Scope of the I M F. Only increased 
access to world markets and fhe in- 
flt>w ■ of sufficient long-term capital 
on liberal terms can help here. The 
tetter is the sphere of the World 
Bank and its , associates, World 
Bank lending in 1962-63 was' the 
lowest for a long time, being 
» ttttghly one-half of what it was in 
1962-62 and very much below even 
the average for the preceding five 

S :ars. True, "as fhe Bank's Annual 
oport points out, the steep fall in 
loans may have been partly an acci¬ 
dent of the calendar. But it may 
wall indicate something more seri¬ 
ous t : that some of the countries 
Which have in the past depended 
1 heavily on the Bank are now finding 
that they have borrowed as much 
ks they possibly can on the terms on 
Which Bank loans are made. Last 
year, just after the Bank bad com¬ 
pleted a year of record lending, Eu- 
, Rone Black foresaw a phase in the 
Bank a operations when, though pos¬ 
sessing ample resources, the tempo 
of its activities may fall off because 
of the - inability of the developing 
countries to add to their “hard” in¬ 
debtedness. Has this phase then 
arrived, somewhat earlier than the 
Bank’s former, ; fresident envisaged? 

i<S68 ” 


?■!«*' .-/.ja./,**:. r?::- :.-s 47* %m - 

< ; v? 

Yet, 

'.need for. I tiy tt nL u«ntuk«-.yx» 
mains im a w i^ ed , To.isJi^ib' lC'oiW’ 
Bank to BberaiMe fit terms rff End¬ 
ing is to ignore that the very factor 
responsible for the ; Bank’s comforta¬ 
ble resources position — its ability 
to sell its loans to other investors 
and to borrow in die capital markets 
- definitely precludes th&'What is 
rectify necessary is to increase the 
resources at the disposal pf the 
IDA to which developing coun¬ 
tries are bound to increasingly turn 
for assistance, This,'considering the- 
easy terms on which the I D A 
make# its loans, can be eking only 
through direct contributions by the 
Governments . of the. industrialised 
countries. Of the initial capital con¬ 
tribution, all except $ 193 million 
had been committed by the -end of 
the last fiscal year. Now* the indus¬ 
trialised member countries have ten¬ 
tatively agreed to make another 
$ 750 million available which will 
enable the I D A to lend on an ave¬ 
rage some $ 315 million over the 
next three yeare. it harly needs lo 
be stated that the demands on the 
Association will far exceed this 
amount. 

The fact has to he faced .that - if 
the I D A is to «Derate on h wale 
commensurate with the requirements 





' tuft.- ^aiiipWi- 41!# 

■bi-riot defiifein to tt&t'fhe 
from bi-laiehil to pmltidatFraLarels- 
tance, This- is the cruk of tbs pro¬ 
blem. As Eugene Black warned bn 
bis- address to the Annual Meeting 
last year; such a decision will -tfeer- 
xnine if the ] D A is to become h a 
principal instrument for the -deve¬ 
lopment of the poorer couiUtieB'" 
■instead of'riunalaiJtg 
~ gestureof/good will 

, »■ » ' ' w ' ► * in 

Black’s was a powerful plea for 
BH^idatetal aid ip; 
clpal criticism «f hi-l»tefal aid gino- 
grarames was- their. jmaGeprtiibtihily;, to 
political influence awd . ti}e|f "etipsc 
qiient neglect of. economic objectivi¬ 
ty so that,. to quote his staking 
example, spectacular sports stadia 
are built while parched bat fertile 

lands are left without irrigation. ( lt 
is a pity’ that' this theme seem* to 
have been lost sight of in the cur¬ 
rent deliberations at Washington. 
The. disappointment of -the represen¬ 
tatives of developing countries as¬ 
sembled there must be the greatest 
with George Woods. Eugene Black’s 
successor, who in his address scru¬ 
pulously avoided this vital issue and 
concentrated instead on details which 
belong to an entirely different order 
of importance. 


Ben Bella's Algeria 


JN his short period of office. Ben 
Bella has zig-zagged continuous¬ 
ly between socialism and France. 
That zig-zag shows the lack of co¬ 
herent drive in his . Government, 
and the lack of anv clear concep¬ 
tion as to where Algeria is going. 
Faced with the terrible destruction 
of seven years of war, the chaos 
wrought by the GAS. and the va¬ 
cuum je.ft by the departure of the 
800,000 Frenchmen who ran Alge¬ 
ria. the alternatives open, to Ben 
Bella were to Accelerate the recons¬ 
truction of. the country br genuine 
mass initiative, (exhibited initially 
in the Management Committees) or 
to make as first priority hi* own 
personal survival fry., increasing his 
central power, Both alternatives had 
obvious dangers, but were mutually 
exclusive. It might be that the abi¬ 
lity of ordinal Algerians was not 
great enough to run the farm* and 
industrial enterprises expropriated, 


In any case, allowing popular feel¬ 
ing its head would have speeded 
up the process of socialisation and 
increasingly brought Algeria into 
conflict with France which still pro¬ 
vides the main support of the new 
regime. On the other hand, to in¬ 
crease his own power would neces¬ 
sarily increase mass apathy and re¬ 
duce |he willing sacrifices necessary 
for development. In addition, it . is 
unclear whether Ben Bella has any 
real social base from which to 
strengthen his position. In any case, 
autocracy must breed armed revolt 
in a country that, after seven years 
of war, possesses so many soldiers. 

The general disorganisation in Al¬ 
geria until now prevented much as¬ 
sessment of the different trends, but 
now the picture is becoming a 
little clearer. Independence, In the 
flbt instance,' immensely stimulated 
popular enthusiasm,—forms of work¬ 
ers* control could be seen develop* 





■wgSP&fif- 

-«£ s av-’-.=. ^.. . , . ,. 

jmim 'fife* farms . < 

iai. 2kC3bn«» ^liTh^fiani. Udk ii'_ 
tocialtsnrt filled the air. The tn^e ' 
union movement (LfGTA) expanded . 
rapmj, and openly. stated its right 
todisagree with Sms Government. 

Ia fddittoi), the old Algerian owners 
wefe too week tv spue control and 
try Jodevelop Algeria on the basis 
of private capitaL What was lack* 
leg, however. was some clear .social 
grtiap . to take command of the 
situation — as a result,. there was 
abb lacking a political party to ex- 
press the popular demand and feel- 

in*.. • ■ .' 

. .The FLN did not provide the 
' embryo of such a party — it dis¬ 
persed, and Via riven with rival¬ 
ries the Communists were too weak, 
and tho old socialist-cadres of the 
MNA had been destroyed v by the 
FLN terror of 1956. In this yacuuio# ■> 
the State of Ben Bella expanded, 
and in doing so, narrowed. One by 
one, die FLN leadership {including 
most of the ‘immortal nine* who 
led the revolution) were eliminated. 
Khider (ex-General Secretary of die 
Political Bureau) went to Egypt in 
exile, Belkacem Krim {ex-foreign 
minister) went into exile in Switzer¬ 
land, Bitat and Ben Khedda retired, 
Hocine Ait Ahmed went into hiding, ‘ 
Boudiaf into goal, Dahlab (ex- 
foreign 'minister) was despatched as 
ambassador at Rabat, and finally 
Ferhat Abbas resigned from the As¬ 
sembly, wis expelled from the Poli¬ 
tical. Bureau, and fled; to Switzer¬ 
land. 

The process was slow, and the 
precise disagreements not always 
clear. The left leaders attacked Ben 
Bella for drifting into social ism‘for 
flippant reasons — merely to keep 
' up his popularity with the masses 
—Instead of developing a dear 
plain for the socialisation and eco¬ 
nomic development of Algeria. It 
was not the 'bourgeoisie, they said, 
that seethed with discontent, but 
the two million people still un¬ 
employed. 

All this might merely have .been 
personal rivalries were it not. for 
the fact that the shape of Ben Bel¬ 
la’s policy in, other fields has be¬ 
come clear. The Management Coun¬ 
cils have now been formalised — 
(he Directors and Secretaries of 
• .these bodies are-to. be appointed, 
by the-State, not elected •» origi- 

ndBy by ;the workers in die con- 


'tmxLi to addition, pomis**#. #*bfe-.. 
'FJJBip (the' State)the Waons, dm - 
Army,, and (he'district authority must 
all ah on the Council; anyone im¬ 
peding die work of the -Council 
{for texample, by striking) is lia¬ 
ble to five years’ imprisonment and 
a heavy fine. Thus, it seems, far 
from being an embryonic • form of 
popular control, the Councils have 
become the arm of the State bure¬ 
aucracy- At the same' time, the 
autonomy erf the UGTA ha* been 
destroyed, Issue 3 of UOuvrier Ai- 
gerien {the' UGTA paper) was seiz¬ 
ed by the State for, asserting the 
right of the unions to be independ¬ 
ent of the. State, and the first uGTA 
Convention was arranged arbitrarily * 
by the State in January and pack¬ 
ed with its own nominees. Despite 
this, the old trade unionists put up 
i fight. They refused to be bought 
off with the offer of well-paid jobs 
in the administration, and fought 
hard to' prevent themselves being 
ejected from their own organisation. 
Inevitably, they failed, as did the 
Communist Party and the Union of 
Algerian Women (earlier banned 
by the State). Finally, despite pro¬ 
tests (from Ferhat Abbas on the 
right), Ben Bella designed a Con¬ 
stitution without consulting the As¬ 
sembly that made him supreme and 
permitted only one political party. 
That party hardly exists, but its 
Constitutional rights naturally accrue 
to Ben Bella. In the referendum that 
followed, the overwhelming majority, 
tiivd of the economic chaos and the 
squabbles of the leaders; ratified the 
new Constitution, and so Ben Bella’s 
power. 

However, one million of flic six 
million electorate abstained, and 
that million was mainly concentra¬ 
ted in the Kabyle mountains of the 
north, mainly populated by the 
Berbers. The Berbers were one of 
the leading elements in the FLN, 
mid it is from the Kabyhj that many 
of the now ousted leaders were 
drawn. 'The Party of Socialist Re¬ 
volution (or Socialist Forces’ Front) 
ha# been the primary organisation 
that has focussed Kabyle discontent, 
the Party, until outlawed, agitated 
from the • left for the increasing 
socialisation of Algeria. Boudiaf-and 
three othets were imprisoned in 
tone for allegedly organising -Hie 
Party, and another leader of this 
Party, Ait Ahmed, Was die roan 
Who called- to successfully for a 


boycott'd? th« referendum. Bdjkh- 
cttn Krim, another Kabyto ftetef 
Lausanne issued a declaration rtf 
all-out - opposition to Ben Bella 5 # 
regime, list August, .amasp 20 
Algerians ■ and, allegedly, ten for¬ 
eigners, were arrested m Kabyle by 
the Government for, Ben Bella said, 
plotting a coup against the t»oy- 
ernment- - , , , 

Now- the issue has , tome to ft 
head, and the Berbers in ; Kabyle 
have taken up arms against th* 
Stale. Ben Bella has surrounded, 
the area, but mu9t tread vrijth care 
for the loyalty of his oWn forces 'i*' ? 
not guaranteed : —r already, j 

said, certain of his units have tom* ; 
«d the rebels, and at tUte.'-skijW- 
had to withdraw some of his force* to < 

aVrmil rltMWl C/HltttPf IllltK' llw I WP ftl l ^ ! 


avoicl direct contact with ifei fcWa#; > 

1 . • • -I- ; rl ( t < 

As" mentioned earlier, ’the 
basis which supports Ben B*lfa>a*f% 
unclear. The Minister of Defence: 
and vice-premier, Cnkmel Bounwdi- ' 
enne, is an Army man, as is his 
chief assistant, Major Bouteftika, 
who has., just been promoted to be 
foreign minister and member of the 
key Political Bureau. It is possible • 
that that part of the Army loyal to -, 
the State is rite only effective [tower. 
Ben Bella can call upon. Any nrif- .. 
tary -emergency such as has how 

been declared can only strengthen 
the militaristic trend. Thus, if .-the 
Kabyle’s do not destroy Ben Bella,: 
and the unemployed do not pull him 
down, ,he may find himself like . 
Neguib, with a stronger' Naster Iris- 
hind him. ' ^ 

All this, However, is mere apoCu* 
tetion. For the moment, Ben Bella , 
faces his left opposition, and ,forte 
of arms will decide the result ll 
Beii Bella is successful, * further 
tightening in his regime can be ex¬ 
pected, as well, as considerable tef*’ 
forts to create tome broader social - 
basis-to bis. power. In this situation, 
the best that can be,hoped for is, 
that he will show himself capable of 
developing Algeria quickly as Nate." 
#er ha* sought to do in Egypt. His 
success in that enterprise will nbt 
exonerate him from 
• pened so far, nor wil 
failure to try and develop 
the basis of a genuinely popular 
democratic regime. Perhaps lit could 
have been dobe — politically, Ben 
Bella was bound to try if be wished 
to be’ remembered in the' annals of 
socialism. ■ 
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Weekly Notes 


Next British Government ... 

^HERE }i avB only been two effect¬ 
ive non-Conservative Govern¬ 
ments in Britain in this century — 
and of the 45 years since the first 
World War, only six have seen 
Britain governed by a radical ad¬ 
ministration with a working majo¬ 
rity, the Labour Government of 
1945-51. These dismal facts suggest 
that relatively exceptional circums¬ 
tances— a’s a major slump or war 
— alone can impel the British elec¬ 
torate to shift its stable loyalty. 

Thus whatever emanates from this 
week’s Labour Party Conference, it 
is not dear that Labour will be the 
next Government. In 1958, it will 
he remembered, in the aftermath of 
the Suez fiasco, with unemployment 
figures rising late in that year to 
the highest level since 1940, com¬ 
mentators were again predicting 
Conservative failure at the polls. 
Yet 1959 and economic expansion 
saw the Conservatives increase their 
majority—the first time a govern¬ 
ing party had increased its majo¬ 
rity for the third consecutive elec¬ 
tion, since 1832. This year, the 
situation is not as bad for Conser¬ 
vatives as it was in 1958; unem¬ 
ployment went higher last winter, 
but one Profumo does not make 
a Suez. The year 1958 saw a youth¬ 
ful revulsion from orthodox poli¬ 
tics that helped Labour —the New 
Left and the Campaign for Nuclear 
Disarmament m 1963 are political¬ 
ly hardly of any importance. In 1960 
when the attack on Gaitskell’s lead¬ 
ership merged with the anti-Bomb 
campaign, CND reached its peak. 
Now the leadership issue is settled 
and Harold Wilson does not differ 
in any marked respect of policy 
from his predecessor. Yet now the 
anti-bombers are silent — Frank 
Cousins, the champion of the CND 
in the Party is studiously non-com¬ 
mittal on the Bomb. Clearly, the 
great struggle in 1960 derived its 
fierceness from mere anti-Gaitskel- 
lism, not from political disagree¬ 
ment on the H Bomb. 

In a pre-election Conference, no¬ 
thing very serious is likely to ema¬ 
nate from the Labour Party. Both 
rank-and-file «nd leadership are sick 
of the long sojourn in the wilder¬ 


ness, and likely to savage anyone 
raising any political issue that might 
exhibit to waiting Conservative snip¬ 
ers any domestic disagreement 
Pious gestures and brave noises art- 
likely to be the sum total of La¬ 
bour’s contribution to politics this 
week. In any case, it is a long time 
since the Conference acted in its 
pristine role, as inspiration, source 
and guide of the leadership. Now 
it is rather a jamboree at which 
the leadership merely exhibits it¬ 
self. This changed role merely re¬ 
flects the decline in popular partici¬ 
pation in British polities —politics 
takes its shape and colour from the 
State bureaucracy which is the pivot 
of all activity. An ‘alternative Gov¬ 
ernment’ must operate with its own 
‘alternative Civil Service’, and a 
policy is not something generated by 
the experience of the masses, but 
rather technical gimmicks worked 
out by experts in secrecy and then 
handed down to the passive sup¬ 
porters like the sacred tablets. This 
is, of course, the negation of both 
socialist and democratic politics. 

. . . Will Not Be Different 

A ll this suggests certain conclu¬ 
sions. First, it is not at all clear 
that the Labour Party will provide 
I he next Government. As in early 
1959, economic expansion seems 
possible in the coming months, and 
can provide the push the Tories 
need to survive. Second, even if 
Labour is lucky and comes to 
power, it is unclear how much they 
will differ from their predecessors. 
General policy will certainly remain 
much the same, although in the 
short-term, the trade unions can be 
expected to be more sympathetic to 
an incomes policy—in the long 
term, as the experience of wage 
freeze up to 1951 showed, wage 
pressures cannot be resisted under 
full employment. The problem of 
economic growth is rather one relat¬ 
ing to the state of world markets 
titan domestic economic policy; the 
restrictions to growth in Britain it¬ 
self are also rather sociological titan 
economic. In both cases, a change 
of faces at the top is unlikely to 
dissolve what- is 3 deep-seated con¬ 
dition in British society. Labour’s 
actual policy for the economy is 
full of noble aspirations, but is fair¬ 


ly innocent of any original contri¬ 
bution to the problem. Education 
might be expanded a little more, 
since Labour is primarily loyal to 
the intelligentsia. Housing, a serious 
problem in Britain, needs a very 
radical approach — the control of 
interest rates, physical planning, the 
nationalisation of the building in¬ 
dustry— all of which the Party 
leadership regards as wildly extre¬ 
mist. Their moderation is, on the 
present policy statement, unlikely to 
look different from the present Con¬ 
servative drift. 

In foreign policy, even less change 
can be expected. The halcyon days 
of labour’s adherence to the Rapar- 
ki Plan, days when Social Democ¬ 
racy still felt it could pose a genuine 
alternative to Capitalism or Com¬ 
munism, are now merely history — 
Wilson, like Brandt in Germany, 
tries hard to prove he is only a 
home brewed Kennedy: Britain is 
full of old men talking about the 
need for Youth and New Frontiers. 
Perhaps aid to the under-developed 
countries will increase a little, but 
hardly much more than the Con¬ 
servatives would increase it in the 
natural course of events. Arms ex¬ 
ports to South Africa might be stop¬ 
ped (Wilson was vague on this 
score earlier this year), but not 
general trade which provides the 
life-blood for the South African 
economy. 

Policy, as at present formulated, 
then offers such tiny comfort that 
foreigners might be forgiven for not 
noticing the difference between the 
two British parties. The Labour 
Party, as the press likes to pro¬ 
claim, has become ‘realistic’, that 
is. Conservative. Perhaps one day it 
will remember its past, and will not 
be quite so overpowered by the 
scent of power. 

Exhibition of Newsreels 

J'HE implications of the Home 
Ministry’s decision to withdraw 
from exhibition the Films Division 
newsreel which showed, iiUer alia* 
the procession to Parliament House 
organised by the Communist Party 
on September 13 deserve more at¬ 
tention than they have received. 
The Government’s action followed 
a protest by some Congress MPs- 
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There zealous Congressmen had 
two objections against the screening 
of the newsreel. First, to do so, they 
felt, was to relay the Communist 
Party's anti •Government propaganda. 
Second, they alleged that the com¬ 
mentary accompanying the screen¬ 
ing exaggerated the sue of the pro¬ 
cession and other details. 

The second objection is a matter 
of subjective opinion. All news¬ 
papers reported the Communist pro¬ 
cession as mammoth though there 
were understandably different esti¬ 
mates of its strength. In any case, it 
is a matter of detail and it is surpris¬ 
ing that the Home Ministry- has with 
such alacrity accepted the views oi 
a few Congressmen in disregard of 
those of the professional staff of 
the Information aad Broadcasting 
Ministry. 

Far more important is the other 
reason given for withdrawn ng the 
newsreel — that it relayed anti- 
Government propaganda. This is a 
serious matter, for it concerns the 
view one takes of the function of 
the Films Division and the newsreels 
it periodically releases for exhibi¬ 
tion throughout the country. If the 
newsreels ant- intended to objectively 
cover important occurrences, the 
Communist demonstration certainly 
qualified for inclusion. If, how¬ 
ever. the newsreels are intended to 
disseminate Government propaganda 
then, of course, the demonstration 
had to be kept out. 

Now, the Films Division is a 
part of the Ministry of Information 
and Broadcasting and its activities 
are entirely financed out of Go\em¬ 
inent funds. It could he used, 
therefore, for Government propa¬ 
ganda like, for instance, the Press 
Information Bureau another agency 
under the same Ministry. There uie, 
however, vital differences between 
the Press Information Bureau and 
the Films Division. The Films Divi¬ 
sion has monopoly of newsreels and 
every theatre in the country has to 
compulsorily screen its newsreels. 
In its monopoly, the Film Division's 
position is akin to that of the All- 
India Radio; and the obligation of 
all theatres to exhibit these news- 
reels creates a situation similar to 
that if every newspaper in the 
country were to be compelled to 
print hand-outs by the P I B. 

Both the Films Division’s mono¬ 
poly and the compulsory exhibition 
of the newsreels enjoin upon the 


Government that the. newsreels will 
hot just peddle Government propa¬ 
ganda but will cover rows of ail 
types including that unfavourable 
to the Government. In this respect, 
the newsreels of the Films Division 
have to be compared to the newscasts 
of the All-India Radio. Of course, 
any one who has sat through hund¬ 
reds and hundreds of feet of cinema¬ 
tographic film devoted to the immor¬ 
talisation of the activities of Minis¬ 
ters knows that this commitment is 
honoured moTe in its breach. In fact, 
the newsreel in question was a 
notable exception; 1 and a surprising 
one at that. 

In withdrawing the ne.wsreel the 
Government has given notice that 
it is not going to countenance 
departures of this kind. Plainly it 
sees the newsreels as official propa¬ 
ganda media which will contain 
only what is favourable to the Gov¬ 
ernment. It is perhaps entitled to 
take this view, but only if it gives up 
its monopoly of this particular me¬ 
dium of publicity and withdrew 
forthwith the compulsion on the¬ 
atres to screen its newsreels. I nless 
this is done, the use of newsreels 
for Government propaganda must 
be considered a flagrant violation of 
the right of freedom of information. 
That the Home Ministry has not 
considered it necessary to even 
issue an official explanation of its 
action in withdrawing the newsreel 
of the Communist procession shows 
with what scant respect it treats this 
freedom. 

Changing I F C 

W/HK.N last year the Chairman of 
n the 1 F G said that the Corpo¬ 
ration had “come of age”, he \vh« 
basing his claim on purely financial 
achievements -—specifically, the fact 
that the subvention granted by the 
Central Government for payment of 
guaranteed dividends had been fully 
repaid. But other criteria ran be 
applied to judge the growth of an 
institution like the J I’ G. the 
Estimates Committee. for one. 
found the Corporation’s performance 
inadequate on several different 
counts. But it seemed then that no 
one was wry clear about the precise 
role of the 1 F C. To start with, the 
Corporation was conceived of oidy 
as a marginal lender. In the words 
of the Act that brought it into being, 
its purpose was to make “medium 
and long-term credits more readily 
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Incfia, particularly in' drcumstt||S*j, 
where normal banking aecOraffKUJa- 
tioii is inappropriate or recourse to 
capital issue methods is Impractica¬ 
ble'’. The scope of permitted opera¬ 
tions was not very wide — grafting 
of loans, subscriptions to debentures, 
underwriting issues, and guarantee¬ 
ing loans floated in the market. 
Later amendments invested it with 
powers to guarantee deferred pay¬ 
ments (in respect of both imports 
and purchase of capital goods do¬ 
mestically) and loans raised from 
banks (both inside and outside the 
country); to art as the agent for the 
Centra! Government and the World 
Bank in their lending operations; 
and to subscribe directly to the 
stocks and shares of industrial con¬ 
cerns (which, incidentally, the State 
Financial Corporations are not per¬ 
mitted to do). 

But this is only the frameworks 
What the institution actually does 
and how it does it are different 
questions. Only last month the Fi¬ 
nance Minister indicated that the 
I F G would enlarge its sexipe, be¬ 
coming a proper development bank 
with a broader capital base artd 
more active participation in industry. 

In his speech at the latest annual 
general meeting 1 F C’s Chairman 
claimed that the Corporation had 
indeed been gradually “assum¬ 
ing the role and functions of a deve¬ 
lopment back and not merely a 
lending institution’*. He felt that 
the institution “now stands poised to 
assume larger and more positive 
responsibilities envisaged by the Fi¬ 
nance Minister”. In support of this 
be pointed not just to the increasing 
scale and scope of the Corporation’s- 
activities but to their overall signi¬ 
ficance as well. According to his 
estimate, projects that have come to 
fruition “because of I F C assistan¬ 
ce” account for about HO per cent 
of the total net industrial investment 
in the private sector since Indepen¬ 
dence. A sizeable achievement, even 
though to claim credit for the frui¬ 
tion of every project to which it has 
made a loan may seem a- trifle 
•sweeping. ' 

Alterations in Policy 

JN the last year the tempo of the 
Corporation's activities quickened 
all round. Sanction and disbursement 
of loans almost doubled from the 
previous year’s level, reaching a new 
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"high”' and more foretga loans wecc 
obtained. More important are the pro¬ 
motional functions. Underwriting is 
an activity permitted to the Corpora; 
lion since its inception, but a begin¬ 
ning’ was made .only after *ome 
eight years of working. The under* 
wilting sanctioned last year was 
Considerably higher than in any of 
tlie previous years, - not only in 
amount but also as a proportion of 
applications received. The Corpora¬ 
tion’s Annual Report makes special 
mention of the underwriting of the 
Oil India debentures — the largest 
debenture issue so far in the Indian 
market — and of the fact that in 
this the Corporation acted jointly 
with a consortium consisting of 
certain other special financial in¬ 
stitutions, commercial banks and th» 
L t C, 'Also in the. last year the 
Corporation made its first direct 
subscription to stock; this again 
was to the Oil India debenture. 
There has as yet been no subscrip¬ 
tion to shares, as permitted by the 
I960 amendment to the ! F C Act. 

What, however,' is most interesting 
about the. Corporation’s performance 
last year is the alterations in policy 
and approach, in response to the 
Estimates Committee’s criticism. This 
is all the more interesting, consider¬ 
ing the limited time — hardly six 
months -- that it had to mend its 
ways, The Estimates Committee, 
felt'that the. I F C was not obser¬ 
ving Flan priorities in its selection 
of industries; and that put an eud 
to the Corporation’s marked partia¬ 
lity to the sugar industry, which was 
relegated to the third place in tKe 
loans sanctioned during last year. 
Non-ferrous inetals came first, fol¬ 
lowed by textiles. Nonetheless, the. 
credit given to the sugar industry 
was considerably more than what 
was granted, for instance, to machi¬ 
nery, chemicals, or mining and 
•quarrying. 

The Estimates Committee also 
made much of the fact that the I F C 
was not only not promoting regional 
balance but was actually aggrava¬ 
ting imbalance. So in the last year 
Madras displaced Maharashtra as 
the chief beneficiary of the Corpo¬ 
ration’s activities. But assisting “the 
industrial development of backward 
provinces and areas”' is not sotne- 
, thing that a financial institution can 
achieve overnight. The total of loans 
granted during the year to units 
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situated in Orissa, Assam, Bihar, 
JCeritla and HJ P, was less than half 

of what was given 1 to Madras and 

Maharashtra. 

Banking Statistic* 

CRITICISING Eisenhower’s dear 
money policy, the Research 
Department, of AFL-CIO argued 
that tight money policy “benefits 
mainly the banks and lending insti¬ 
tutions of the nation” and no one 
else. The near-dear money policy 
in India, however, did not benefit 
the banks in 1962. With the steep 
increase in establishment expenses oa 
account of the Desati Award and 
with 68 per cent of deposits earning 
interest at 1 per. cent and above, 
profits of the. scheduled banks show¬ 
ed a nominal decline of Rs 11 lakhs. 

The Reserve Bank’s “Statistical 
Tables Relating to Banks in India” 
for the year 1962 throws some inter¬ 
esting light on the influence of in¬ 
terest rates on the growth of depo¬ 
sits — a subject which is still being 
debated by the Indian hankers. Bet¬ 
ween June and December 1%2, it 
would appear, hanks with deposits 
between Rs 25 crores and Rs 100 
crores lost business to smaller 
hanks with deposits between Rs 5 
crores and Rs 25 crores. While there 
is, of course, no conclusive evidence, 
it is worth consideration whether 
this was caused by the. interest rate 
differential between the two groups 
of banks. 

Tile distribution ol deposits and 
bank credits by States discloses a 
disturbing picture. Apart from 
glaring regional disparities, four of 
the States (Gujarat, Madras, Maha¬ 
rashtra and West Bengal) contribute 
63 per cent of total bank deposits 
and also account for 75 per cent of 
the credits granted by banks. Ab¬ 
sence of statistics of the distribution 
of deposits according to size and 
categories of depositors (ie, indivi¬ 
duals. partnership companies, pri¬ 
vate limited companies, public 
limited companies, etc) makes the 
study of dcjjosit growth incomplete. 
Similar statistics of bank credits ac¬ 
cording to size will go a long way 
in projecting a correct image of the 
banks’ activities, as a Correspondent 
pointed out in these columns two 
weeks ago. The impression persists 
.that banks mobilise rural resources 
to finance commercial and industrial 
tycoons. 


One-Way free Trade- 

'J'HAT the developing., toiiatriea 
need to expand, thefr exports 
rapfdly for viable development and 
that • aid- is no substitute for trade 
has become' a much-laboured 
cliche. But this, has not , saved, 
exports of these countries from be¬ 
ing hindered by import quotas, ta¬ 
riffs, revenue duties and protection¬ 
ist policies in the developed coun¬ 
tries. In the initial stages, the deve¬ 
loping countries -need not only thh 
removal of these restrictions but af»» 
preferential treatment of then? ex¬ 
ports. The United .Nations, confer-, 
ence on trade next year is called 
specifically to discuss these issues. 

Meanwhile, the climate of opinion 
in the developed countries seems.to 
be changing. M Brasshur, the Bel¬ 
gian Minister for Foreign Trade, 
has advanced proposals for granting 
preferential treatment to* the exports 
of certain industrial goifds from the 
developing countries. These propo¬ 
sals seem to have the npprova! of 
France anti Netherlands and are to 
he formally presented to the ECM 
Council of Ministers next week. If 
they- are accepted, it would be an 
important development in inter¬ 
national trade inasmuch as the 
principle of preferential treatment 
for the developing countries would 
be formally recognised by the ECM 
countries. This would be a happy 
portent for the United Nations 
meeting on .trade. If ECM accepts 
the principle. Britain and America 
may be expected to join in and a 
world-wide scheme may emerge. But 
time is running out and the need 
for action is urgent. The foreign 
debt of developing countries is 
mounting and soon it would be 
difficult for them to service this 
debt without slowing down the tem¬ 
po of development. 

World trade as a, whole will gain 
if the developed countries pursue 
free trade, policies and accord pre¬ 
ferential treatment to the exports of, 
the developing countries even though 
the latter have to adopt protectioh- 
ist policies, which can be gradually 
dismantled after they have reached. 
a certain stage of development.' To 
recognise tins and to give it practi¬ 
cal shape in trade policies is the 
task of economic statesmanship in 
the industrialised countries. , The 
Belgian Plan is’a step in the right - 
direction. 


* 
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An Academic View 


A C-orrctpondcnt writes: - : - - 

JT is now fairly clear that the 

' Cabinet changes pf last month 
have not abated factionalism within 
the,Congress Party. It is also clear 
that it was unreasonable to expect 
those changes to curb rivalries. In 
Uf, the election of Sucheta Kripa- • 
iani was opposed, and the Tripathi 
faction shows no signs'of ’wishing 1 
to sink its differences — and, indeed, 
why should it give up its' perfectly 
Ifegitiipate rights merely for the sake 
of a phrase? In Gujarat, the two 
Mehtas remain unbrotherly. And 
now the contest for the Congress 
presidency is likely to he a battle 
between rival aspirants to the throne 
— Atulya Ghosh wants Shastri, 
Patil wants Ghosh, and Morarji 
wants himself. Far from Cabinet re¬ 
signation being a great personal de¬ 
monstration of faith, it seems it was 
for most Ministers a heartily dis¬ 
liked imposition. 

Factionalism and fierce rivalry is 
common to parties in all countries 
at all times, although the degree 
of publicity accorded to such con¬ 
flict varies. Even in the heart of, 
from the outside, the most mono¬ 
lithic and totalitarian administra¬ 
tion, one can expect to find jostling 
between different groups. Factional¬ 
ism is the lifeblood of democracy, 
and the right to set up alternative 
groups, representing different inte¬ 
rests or principles, is vital for the 
flexibility of a social structure and 
its necessary change — if there are 
none who push the leadership from 
behind, inertia will inevitably set 
in ; and inertia produces not merely 
fierce opposition but also open 
revolt. 

In Developing Countries 

"On' the' other hand, factionalism 
which positively restricts economic 
development or ordinary adminis¬ 
tration is a factor which particular¬ 
ly. afflicts under-develdped countries. 
Pakistan, Burma, Turkey, Iran have 
this in common., At its extreme, fac¬ 
tionalism becomes open warfare 
as in pre-1948 China and Vietnam,- 
It#' prominence in underdeveloped 
countries reflects the lack of any 
national cohesiveness; groups aspire 


to power without disciplining their 
activities according to some notion 
of the common interest; there are 
no holds barred. Two explanations 
suggest themselves. First, no com¬ 
mon integrated national class exists 
which is agreed broadly about its 
own interest and the direction the 
country should take. Second, the 
beginning of a development process 
necessarily injures the interests of 
those paramount in the old tradi¬ 
tional society — for example, the 
ower and prestige of the Indian 
rinces could not be accommodated 
within new India, no matter how 
skilful the dialectics of propagan¬ 
da; their power had to be destroy¬ 
ed for ■ there to be progress. 

Where the conflict pf groups be¬ 
comes factionalism proper is with¬ 
in one political party. And that 
factionalism is, of course, greater 
insofar as -the party represents all 
major power groups within society. 
If a national party contains Within 
itself industry, landowners, peasants 
and the intelligentsia, a National 
Assembly is not needed since all 
key issues will be thrashed out with¬ 
in the party — or rather not 'thrash¬ 
ed out’, since groups whose tradi¬ 
tional interests are affected will 
fight to the death, and carry the 
fight outside the party. The only way 
to escape this dilemma is to slow 
down the pace of development in¬ 
tolerably so that old paramount, in¬ 
terest groups manage to mprge with 
the new rising ones (as happened 
in Britain for example), or to keep 
the party quite separate, from socie¬ 
ty, representing only one group and 
using all 'force possible to coerce 
the other groups (as for example, 
the Communists did in Russia and 
China). The second way.allows the 
party to develop some ideology dis¬ 
tinct from common opinion in the 
country as a whole, allows high 
discipline and tight control over 
new members. In addition, the for¬ 
ward programme erf the party is 
directly correlated with the drive of 
the membership; from a clear-social 
basis, the Party derives, its strength. 
In Algeria, Ben Bella, like Fidel 
Castro in Cuba, seeks to tap the 
* frustrations and anger of the pea¬ 


santry as the weapon with which 
to develop his country. . 

Centrifugal Forces in Congress . 

But What has this to do with 
India where social stability has 
been greater than in probably any 
other developing country? Political 
stability is not, of course, the only 
good thing in the world; economic 
development is probably more im¬ 
portant in the Long-run; indeed, it 
could be said that the price of 
India’s political stability is her de¬ 
clining growth rate. This does not 
relate to the technical aspects of 
planning, hut to the ideological 
drive behind it. The drive gathered 
in the forward march to Indepen¬ 
dence has been slowly losing mo¬ 
mentum and the party has become- 
more subject to centrifugal forces, 
to rivalries and factions, at the 
same time as the pace of develop¬ 
ment has slowed down. The two 
are not unrelated. 

The Congress party is a ‘party’ 
in a peculiar sense for, it fa a na¬ 
tional organisation that has allowed 
itself to become representative of 
almost all the power groups in 
India. As such, inevitably it re¬ 
flects all the fierce tensions and 
stresses of development. It is not 
an outside force that coerces or- 
persuades recalcitrant groups to 
conform in the interests of expan¬ 
sion — it is the umbrella beneath 
which groups fight each other. 
Accordingly, it can develop no 
ideology which is distinct froth 
Indian society, and no drive over 
and above the lowest coihmon 
multiple of all divergent groups: 
In Kerala, fortunately, the land¬ 
owner* seem to be in control and 
the fight becomes clear and expli¬ 
cit — and Congress comes to stand 
for something distinctive. But 
nationally, it can be no better .nor 
worse than . India is - 1 — and India 
is a country which is developing, 
which means the forces of inertia 
are probably as great as those of 
advance. 

Which brings us to the Kamaraj 
Plan. The words Kamaraj used 
were rather a mood than a ‘plan’: 
that Congress should come to repre¬ 
sent the peasants, the poor, should 
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share their standard of life ahtfoat- 
look. The uoe Nehru made of this 
is a separate matter, although justi¬ 
fied on the same principles. If Cabi¬ 
nets were composed of saints or 
Gandhis, then there might have been 
some relevance in the gesture. But, 
as Nehru knows, Cabinets are com¬ 
posed of ambitious men who are in¬ 
capable of going back lo the grass 
roots, men in a hurry and used to 
moving in the world at the crest of 
society. As a consequence, it is per¬ 
fectly valid to speculate on Nehru's 
motives from a more cynical view¬ 
point — was Kamaraj a pretext ? 

Whut Wilt Help Congress 
But all this does not help the 
Congress, which is no further for¬ 
ward; indeed, the Prime Minister 
has given a gratuitous helping hand 




to factionalism by releasing the most 
distinguished members of his party 
to participate in the fights. What 
would help Congress? A little clari¬ 
ty. But this is impossible while the 
social basis of the party is unclear. 
Ideology derives from the beliefs of 
different social groups in their own 
peculiar mission to raise society. 
All social groups together have that 
sense of mission only in times of 
extreme national crisis, in war for 
instance. For a moment, the Emer¬ 
gency looked like creating that 
mood, but inevitably the party was 
incapable of utilising it. 

No, the only solution is for Con¬ 
gress to become a political party, 
not the judicious centre in a national 
controversy, but one of the active 
protagonists of a clear point of view. 


the 

And it can only do this if it purges 
large groups of its members so that 
it comes to represent one distinct 
interest. This is, if the predominant 
interest in Congress is for develop¬ 
ment. Perhaps the landed interests 
are a majority. Jf that is so, India 
will not develop Very fast until it 
gets a different Government. 

But then, probably, the rot is al¬ 
ready too deep, and it is no longer 
possible to create a cohesive, sepa¬ 
rate political party out of Congress 
which expresses the drive and ener¬ 
gy of a particular social group. 
Whatever the case, it is clear that 
neither Kamaraj nor Nehru has 
begun to nibble at the real problem. 
And while they delay, the political 
future of Congress, and the econ¬ 
omic future of India are dark. 


From th e London End 

Commonwealth Takes Stock 


"fHE routine meeting of Common-' 
wealth Finance Ministers held 
regularly before the Annual Meet¬ 
ing of the World Bank and the 
International Monetary Fund took 
place in London on September 24 
ami 25. It was attended by all the 
independent Commonwealth coun¬ 
tries, most of them represented by 
Finance Ministers; representatives 
of certain British overseas territories 
were also present. 

The only new initiative that em¬ 
erged from this meeting was a Bri¬ 
tish proposal, put forward by Maud- 
ling, that a combined Common¬ 
wealth study of individual Common¬ 
wealth countries’ economic and 
trading prospects should be under¬ 
taken. Whether such a move is 
economically very meaningful, there 
is no doubt that politically it was 
a shrewd, move by the British Gov¬ 
ernment. It provided Britain with 
a positive and plausible talking 
point to. the assembled Common¬ 
wealth representatives, and could 
he taken as a sign that Britain had 
not lost faith in the Commonwealth 
as a trading partner. Although the 
present Government has made it 
quite clear that given the chance it 
would join the Common Market, the 
failure of its first bid has made the 
TJ K take a little more interest in 
the Commonwealth which it was 
quite prepared to sell down the 
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river. A fresh look at the Common¬ 
wealth is now indicated as a larger 
outlet for British exports. During 
the Common Market negotiations, 
the Commonwealth was very much 
written off as a trading partner, and 
the stagnation of Commonwealth 
trade was used as an argument for 
Britain turning her back on the 
Commonwealth and directing her 
efforts to Europe. The Chancellor’s 
new initiative also gives some sub¬ 
stance to Selwyn Lloyd’s earlier pro¬ 
posal that special efforts should be 
made to develop intra-Common- 
wealth trade. 

Trade with Commonwealth 

The “Report on Overseas Trade” 
published by the Board of Trade on 
September 25 gives some interesting 
'figures on British trade with the 
Commonwealth. Since the dramatic 
sotback belwren 1960 and 1961, im¬ 
ports from the Commonwealth have 
been increasing, while exports have 
remained at roughly the. same level. 
The overall picture for July 190-* 
was that imports were 21 per cent 
and exports 4 per cent above their 
average 1962 levels. The recowry in 
imports from the Commonwealth has 
continued through 1963. spread over 

all the major industrial sectors. In¬ 
creases in imports of beverages and 
tobacco have been particularly strik¬ 
ing, and there has been also a 26 
per cent increase in imports of food 


and live animals. However, imports 
of manufactured goods from the 
Commonwealth show the smallest 
rate of increase. The picture of Bri¬ 
tish exports to the Commonwealth is 
less encouraging; the largest sector, 
machinery and transport equipment, 
has registered an increase in ex¬ 
ports of only 5 per cent and the 
second largest, manufactured goods, 
increased by less than one per cent. 

The meeting had before it a re¬ 
port prepared by officials from 
Commonwealth countries at their 
recent meeting in London on the 
balance of payments prospects of 
the Sterling Area. At a Press Con¬ 
ference at the end- of the meeting, 
Maudling stressed the fact that 
while certain primary producing 
countries in the Commonwealth have 
been experiencing difficulties because 
of their exposure to adverse price 
movements, the economic position 
of tlie Commonwealth and the Ster¬ 
ling Area as a whole was strong. 

A full-scale survey of Common¬ 
wealth development plans, or as the 
Chancellor described it “putting our 
forward projections together” was 
specifically made in the context of 
seeking new ways to raise the over¬ 
all level of Commonwealth trade. 
What, in effect, does this new pro¬ 
ject involve ? One of the objects of 
this proposal is that the economic 
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m* 4 4rade prospects of individual 
Commonwealth countries, and their 
development plans, should he col¬ 
lated with a view to throwing light 
On the future pattern of demand for, 
and supply of, primary products 
and manufactured goods within the 
Commonwealth. The idea behind 
this proposal is that it might well 
reveal new opportunities for ex¬ 
panding Commonwealth trade with¬ 
in the existing trade system. By 
comparing development plans, it 
might well reveal new opportunities 
for intra-Commonwealth trade which 
might otherwise have been over¬ 
looked I Given this integrated pic¬ 
ture of the way things are likely to 
go in the years ahead, Common¬ 
wealth exporters and bankers could 
go ahead with studying these de¬ 
mands through normal comm-rcial 
channels and the free functioning 
of the market. 

At the Press Conference dealing 
with this proposal, Maudling said 
a single development plan for the 
whole Commonwealth had been 
suggested; but there were loo many 
difficulties. “But there might be 
considerable advantage in taking 
the plans and forecasts of Com¬ 
monwealth countries and putting 
them together into a single picture’’. 
It was made clear that the British 
proposal did not anticipate, (a) 
any regulatory functions; lb) the 
setting of targets; (c) any attempt 
to try to make the Commonwealth 
into a trading bloc. It was accept¬ 
ed that sovereign Commonwealth 
Governments did not wish to be 


qo-Mt fam tod into a angle coco-, 
mercial community, and the great 
differences in the degree of plan¬ 
ning and economic development in 
the different Commonwealth coun¬ 
tries was recognised. Thus, the 
scheme is not an attempt to co-ordi¬ 
nate economic policies of indivi¬ 
dual Commonwealth countries 
through some new central organi¬ 
sation, and there i* certainly no 
idea of setting up a Commonwealth 
Common Market, Nor is there any 
suggestion that a Commonwealth 
“Neddy” should be established. 

Aid and Trade 

The Conference accepted the idea 
that such a plan would require 
detailed studies and a central 
clearing house, No Government has 
yet given any commitment nor 
were they expected to. Common¬ 
wealth Governments will now he 
given time to study the idea which 
is still in a preliminary stage. 
The idea itself, according to Maudl¬ 
ing, “was received with a good deal 
of interest”. The various Finance 
Ministers will now take home with 
them the outline of the plan to re¬ 
port to their Cabinet colleagues. This 
means there will necessarily be 
some interval while discussions go 
on in the various Commonwealth 
Capitals, hut there is hope that a 
decision may be taken on it at a 
further meeting next Spring. 

As was only to be expected, the 
problems of developing countries 
were discussed in some detail, 
but nothing new was said on this 
subject. The main problems that 


face countries are 
— die need for commodity agree-, 
mento to overcome primary ptvdu- 
cers’ vulnerability to adverse move¬ 
ments in the terms of trade, which 
sometimes means that although the 
volume of trade rises, there is at 
fall in the foreign exchange earn¬ 
ings of these countries. The whdle, 
question of development aid was 
also discussed with particular refer¬ 
ence to the need for “soft” aid and 
a sympathetic attitude to debt ser¬ 
vicing. It was noted that some 
progress has been made in the latter 
field, but a whole host of problems 
remain to be solved, such as the 
thorny question of tied aid, and 
the general inadequacy of inter¬ 
national aid for development. 
Other factors touched upon were 
the availability of Binds, the fac¬ 
tors affecting the rate at which 
development aid can be drawn, the 
financing of local costs and the 
adequacy of compensatory finance. 

International Liquidity 
The Ministers emphasised the 
importance of the Kennedy Round 
of GATT negotiations for the 
trade of developing countries, and 
recognised that special efforts 
must be made to reduce barriers 
to the export of manufactured 
goods from developing countries,, 
as well as of primary products. 
This is, of course, a crucial question 
for developing countries and so 
far, very little progress has been 
made in this field, although thr 
necessity to do something has been 
repeatedly stressed at GATT con- 
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foreran And otter United Nation* 
meetings. Admittedly, a great deal 
. more needs to be done as far a* 
the United Kingdom market for 
manufactured goods from the deve¬ 
loping countries is concerned, but it 
remains a sad fact that other indus¬ 
trialised nations are even less libe- 
' r*l. - 

Hie meeting also exchanged views 
gbftut the forthcoming United Na¬ 
tions Conference on Trade and De- 
u velopment, and expressed the deter¬ 
mination of their Governments to 
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wofk for ,thie sttccm of the Cottfor- 
enee. It -was -*Ire agreed that the 
time. was ripe for a thorough re¬ 
view of international,.liquidity pro¬ 
blems, All the Finance Ministers 
were unanimous that early decisions 
on the strengthening of the Inter-, 
national Monetary Fund • were de¬ 
sirable. Specific plans, however, 
were not discussed. It -was appre¬ 
ciated that no new plan would 
emerge from the present meeting of 
the IMF, but all the Ministers were 
agreed that a further study should 


bis competed in tfofo kt 'tbkt' fofor- 
national agreement could be readied 

on some practical menu, of increas¬ 
ing liquidity at next year’s ! MF 
meeting in Yokyo. The developing 
countries are certainly anxious that 
some solution to the liquidity pro¬ 
blem be found *>. that; the indus¬ 
trialised countries will not be inhi¬ 
bited; because of. bafonce t of, pay¬ 
ments difficulties, from providing 
aid on the scale that is requited if 
any real impact is to be made on 
under-development.. 


Portrait of a Capital—II 


A Diagnosis of Decay 


JN New Delhi they pour whisky 

out of decanters, not, alas, be¬ 
cause the capital has made u new 
advance towards elegance hul be¬ 
cause whisky out of decanters is, of 
provenance undisclosed, though not 
exactly unknown. One could write of 
Delhi today—the court of a monarch 
in decline, according to The Times 
man in . the capital — in terms of 
flOuSes, perks, air-conditioners and 
many things; but the main curren¬ 
cy in most transactions is' Scotch 
whisky — or women. First things 
first : whisky. 

This reporter told his host early 
on that he had long resigned him¬ 
self to Indian whisky of a chival¬ 
rous brand. 

Host: But I can’t afford that. Good 
God, Rs 30 a bottle ! 

Me: What on earth do you piean? 

Host: Well, Scotch costs me, if at 
all, Rs 10 a bottle. Diplomatic, you 
know. 

Me: 1 don’t. 

Host: It means no obligation at 
all; and I am entirely non-aligned. 
I take as many bottles from Western 
embassies as Isom Eastern. 

The journalist quoted, as honest 
as any, later in the evening spoke 
of a West Asian envoy who, at the 
end of a convivial dinner, asked 
him to have one for the road in his 
air-conditioned bed roam. There sat 
five pretty, unattached but not in¬ 
hospitable girls, all Indian and all 
Indian. You deceive yourself in 
thinking that these instances are to¬ 
tally untypical ; this reporter's per¬ 
versities do not include collection of 
muck and scandal. 

Another Story 

A certain well-known Delhi poli- 
tician is fomd of using strong scents; 
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you can smell his arrival from 
yards; he uses, mainly, attar, favou¬ 
rite of the Moghuls of old. A not 
usually witty veteran Congressman 
said, “He is the Perfumo of the 
Congress Parliamentary Party, you 
know”. There was no censure in 
his voice, dead-pan. 

Another esteemed colleague sought 
assistance in improving, tor no con¬ 
sideration, the draft ol a hand-out 
passionately composed by a diplo¬ 
matic but non-Anglo-Saxon infor¬ 
mation chap. It opened like this: 
“Our countrymen have graven on 
their hearts only one word; it is a 
four-letter word. Four capital letters 
engraved On every heart. The letters 
are CUBA; and the word is Cuba”. 
1 suggested redrafting the opening; 
or the dirty minds in the oifices of 
the New Worker, without being vio¬ 
lently anti-Castro, might think of 
using it in the department of things 
that might be put better. “Emer¬ 
gency”, the word one often hears 
in New Delhi, mainly as a threat 
or as a joke, unfortunately has as 
many as nine letters. 

R-ivffegei Galore 

The Orwellian epigram on all be¬ 
ing equal while some .are more 
equal than others is perhaps no¬ 
where in the world truer than in 
New Delhi. Everyone is morbidly 
privilege-conscious, MPs and news¬ 
papermen included. A joint secre¬ 
tary is inconsolable until he has 
got the office space he is entitled 
to according to rules made , in 1915 
or. - thereabouts; ditto for his resi¬ 
dence, which must have so many 
roonrts end no fewer. Newspapermen 


have their share in,' the general 
“kill”; on a basis of priorities they 
can buy land for houses at a privi¬ 
leged rate, unavailable to ordinary 
citizens; it is easier for them to se¬ 
cure housing loans than for others. 
Ministers non-violently insist on 
their pound of flesh; and the caste 
structure in the Government beats 
anything devised by the Hindus of 
old. Blissfully ignorant of the fact 
thai parliamentary democracy is not 
at the moment operating jn a sel¬ 
lers' market in this part of the 
world, the M Ps are indefatigable 
in demanding more and more privi¬ 
leges and amenities. Emergency or 
no Emergency, 

And how little will corrupt these 
men dressed in brief authority! A 
bottle of Dimple Haig will unseal 
a lop secret file; a free trip abroad, 
sometimes for a nephew, will slant 
a dispatch, (The liaison between the 
Press and the diplomatic corps has 
one justification: the embassies are 
often better informed, even on In¬ 
dian affairs, than Secretaries and 
Ministers; they are often more forth¬ 
coming, with, of course, always a 
purpose.) Introduction to a saree 
will gain a contract. Better electri¬ 
cal fittings in a Minister’s house 
will earn some official a promotion. 
A favour done will mean for an 
official a foreign car 'at a cheaper 
price before' the S T C auction. It 
has not been sufficiently noticed that 
the so-called competition between 
the private sector and the public 
has meant more perquisites not only 
for the, managerial class in the pub¬ 
lic sector but also in the Govern¬ 
ment itself. Higher officials’ perk* 
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The years since, independence have 
sben the emergence of two new 
classes, ex-officials re-employed by 
business and ex-Ministers. In days 
gone by they just faded out on re¬ 
tirement; and they really retired 
with or without a pension (as in 
the case of non-official executive 
councillors) but certainly without 
any privileges. Not so today. Ex- 
officials are employed on fantastic 
salaries and continue to wield con¬ 
siderable influence on their erst¬ 
while subordinates. Ex-Ministers 
never become ordinary M Ps (as in 
Britain, where M Ps are in all res¬ 
pects, such as railway reservations 
or air bookings, treated as ordinary 
citizens and would rather have it 
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soothsayer could be a useful pipe¬ 
line on the Minister’s mind; he 
could also put in a word for the ju¬ 
nior to the senior. The astrologers, 
for all their holiness, are not ne¬ 
cessarily inuocent of politics; they 
can be “managed” as surely as 
President Kennedy is supposed to 
“magage” news in the USA. 

Pandit Nehru, it is said, is not as 
allergic to astrological advice as 
lie once used to be. One soothsayer, 
it is said, was right about the Prime 

Book Reviews <' 


:'V~ 7 v.. ■ 


Minister’s flLnoas last year. Astro¬ 
logical approaches to him are uaa* 
ally indirect, through his daughter 
or soiHe close associate. Pwftape- 
to understand Indian politics you 
do need a course in palmistry. 
Bhrigu may well be more relevant 
than Kautilya; Vatsyayana more to 
the point than Aristotle or Machin- 
velli. 

( Concluded ) 

—Flibbertigibbet 


Train to Huddersfield 

The World Bank : A Prospect by James Morris; Faber and Faber, 1963; 

Pages 192, Price 25 s. 


this way) but are given special 
quarters in New Delhi or Govern¬ 
ment Houses in the States. Ex- 
Ministers behave, and are treated by 
officials as, men who will soon come 
back into the Government. So many 
have done so that one can hardly 
blame the officials. 

Only one official is on record with 
a rebuff; and it’s a good slory. 
Shri Morarji Desai had just resign- 
ed the Chief Ministership of Bom¬ 
bay but not yet joined the Centre. 
He was on a private visit to Calcutta; 
his personal assistant or somebody 
rang up Lall Bazar and asked for a 
pilot sergeant to escort Shri I)csai 
to Dum Dum. An intrepid cop 
inquired, “And who may this Shri 
Desai be?” Other end of the wire; 
“What? He is the cx-Chief Minister 
of Bombay!” Cop; “Ah, most in¬ 
teresting. Let me see if I ran find 
an ex-pilot sergeant to escort the 
ex-Chief Minister of Bombay tomor¬ 
row. Prospects unbrighl ”. 

The Finale 

No study of the New Delhi scene 
today can be complete without a 
reference to the role played by as¬ 
trologers. Almost all Ministers and 
some very high official have conn 
astrologers of their own; and very 
important decisions of Slate are 
dictated by their reading of the 
movement of stars and planets and 
what they portend. Some as¬ 
trologers’ services are shared; it 
Would, for instance, be profitable 
for a Minister of State to have the 
same astrologer as his Minister. The 


A N r institution such as the World 
Bank has, necessarily, a limited 
“public” which understands its ob¬ 
jectives and follows its operations. 
But it cannot, for that reason, afford 
to treat publicity with academic 
scorn; in fact, it needs to promote 
very wide appreciation of its efforts. 
Realising this, the former President 
of the Bank, Eugene Black, com¬ 
missioned a popular book on the 
institution. Mr James Morris con¬ 
fesses that he is ’'without the slight¬ 
est knowledge of and only a tangen¬ 
tial interest in, hanking”; but In¬ 
is a professional writer with several 
socio-political travel hooks to his 
credit. This was an excellent idea 
and the authorities wisely refrained 
from imposing their official seal on 
this, a light-literary effort in a new 
direction. The author was free to 
work in his own manner and also to 
find his own publisher; and while 
his manuscript was read by the 
Bank's officials, there was apparently 
no vetting. 

Not that this was necessary. The 
book is no panegyric but its objec¬ 
tive is to convey the novelty, the 
thrill and the deep humanity under¬ 
lying international effort nt foster¬ 
ing economic development. The 
author starts with the reasons for 
the existence of the institution and 
employs an imagery that blends with 
the central theme of the book. The 
multi-faceted process of economic 
change and moderni'a'ion is equa¬ 
ted with “Huddersfield”, an York¬ 
shire town that was one of the crad¬ 
les of the Industrial Revolution in 


England. Today every nation that 
has not already arrived at Hudders¬ 
field is striving to reach it. The 
point is that “to buy a ticket to 
Huddersfield, you need a rich uncle 
somewhere”. But economic aid has 
become a cold war weapon and the 
trouble with the multi-lateral efforts 
of the IJ N is that they are, all too 
often, quite inefficient. It is on this 
point that the World Bank is con¬ 
sidered strongest since its approach 
to the potential Huddersfirlds is 
“not always imaginative, not always 
inspired, but at least always profes¬ 
sional”. 

Engagingly Human 

To retain a light touch while des¬ 
cribing a complex and specialised 
organisation is by no means easy. 
James Morris realises this and works 
hard at avoiding being a bore. He 
even tries to be cute (“Washington, 
D O. is full of funny places — 
funny peculiar, that is, not often 
funny ha-ha — but few are much 
funnier than 1818 H Street, where 
the World Bank lives”). He pokes 
gentle fun at the csotcrism employed 
and the “dreadful jargon” which 
“congests the conversations of the 
Bank”. He narrates anecdotes and 
tosses off tasty titbits of incidental 
information. He gives an attrac¬ 
tive pen-portrait of Eugene Rlac.k 
(“For many a year yet any book 
about this institution will be a book 
about him”) recording his passion 
for Shakespeare as well as his ‘sense 
of style’. But Morris is not face- 
tious. In fact, the banter is used to 
leaven the factual information im- 
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“f shall work for an India... 
in which all communities 
shall live in perfect harmony... 

THIS IS THE INDIA OF MY DHEAMS” 

1 ' - MAHATMA GANDHI 

invH In Ike pvWls by rtf $9 CTANOAfWVACTIItN, INC., (InceratrtM MU.9.A. with UmK .0 {.Wkltity) 

r■ • ■ , . ' ; r‘ ' 




To Gandhljl, dlfterencesin sect, 
caste or creed were meaningless. 

To him the concept of national unity 
and the attainment of this Ideal 
were more than a mere dream. 

" I am indeed, a practical dreamer. 
My dreams are not airy nothings. 

I want to convert my dreams into 
realities, as far as possible." 

He lived and died for this ideal.. 

On this day let ua resolve to make 
his dream a reality. This will be the 
greatest tribute to his memory. 


mittNA ' 
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ine geographic range of fits tub- 
'. jcct's auivuiee coriws to the author’s 
aid and enables turn to turn to hi* 
jorte — travelogue of a purposive 
. variety. Me presents 5 vignenes of 
4l» bank's activities in din ate at 
... regions 'of the world,. These are 

oofoarlul description* of' countries 
at different distances from Hu defers- 
, ■field, whose paths to the goal tie" 
impeded by different -obstructions. 
Ethiopia, which requires the many 
skills of industrialisation 4 Thailand 
which has many advantages but 
lacks the will ; the Italian South 
Which has lost the confidence; and 
Colombia which needs mater geo¬ 
graphic unity. In each case, the 
bank has financed projects directly 
and through national institutions. 
More indirectly, it has also tried to 
bring about change through the 
force of example, by establishing 
standards upon which national insti¬ 
tutions of progress can be based. 
The fifth and hnal case is slightly 
different; it concerns the Indus 
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Information without Pain 

James, Morris has been at pains to 
iqake fits a balanced picture, record¬ 
ing the - dene tenues in the bank's 
structure and attitudes and the com¬ 
mon complaints of its clients, but 
the success of the Bank outweighs 
them. Two strong operational na¬ 
tures are stressed — tne institution's 
essentially professional attitude and 
its flexibility. Looking briefly into 
the future, the autuur finds the 
prospect pleasing.' He feels that 
together with its more enterprising 
ahiuate, the 1 D A, the Bank could 
well shift from the marginal, cata¬ 
lytic role that it plays now to a 
much more positive one, with its 
staff forming the nucleus of a true 
international service “dedicated not 
just to the dispersal of money but 
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welfare 1 ’, 

This jffra personal,- impressionistic 
account and the standards appii-.. 
cauie to an analytical study; are 
naturally not valid here, the man¬ 
ner of narration is what counts 
most. One may -find the description 
a little too deliberately evocative, 
the style sometimes turgid. But this 
way of writing has ita appeal. 
Above all, information is imparted 
in a pamiess ‘manner, skutully 
blended, with entertainment. The 
author says somewhere patsntheti- 
caliy that one of the member* of' 
the Bank’s staff defied him to write 
an interesting book about the insti¬ 
tution. That person will now no 
doubt concede that James Morris 1 
has met his challenge successfully, 
This book may not top best-seller 
lists, but it wiil nonetheless have 4 
wider, if not deeper, readership 
thaq any of the Bank’s own reports 
or records of ootivrtes. And that is 
just the reason why it came fp be 
written. 
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The Bokaro Story 


Bokaro » A Story of Bungling by D K Rangnekar; The National Institute of Public Affairs, Now Delhi, 1963, pp 29. 


T’HE Broomfield amendment to 
President Kennedy’s Foreign 
Aid Bill for 1963-64, which choked 
off U S aid to India’s Bokaro steel 
plant, forbade the Administration 
from providing assistance “under 
the Foreign Aid Act for any-country 
for the construction of any produc¬ 
tive enterprise with respect of which 
the Original value of such assistance 
to be furnished by the United States 
will exceed $ 100 million” until the 
Congress re-examined the project 
next year. This might give the 
impression that what set .the Con¬ 
gress against Bokaro was the 
quantum of aid required. 

This is, of . course, not the 
truth, Bokaro did not get 
through Congress principally be ; 
caqse it was to be a public sector 
project. The Kennedy Administra¬ 
tion was torn between anxiety to 
build Bokaro as a show-piece, an 
“impact project”, fpr America and 
apprehension that Congressional 
approval was unlikely to be forth¬ 
coming for aid to a public sector 
project of this magnitude. Persistent 
attempts were consequently made to 


persuade the Government of India 
to accept private participation in 
the project in various guises. It is 
to the Government’s credit that it 
withstood these pressures. 

Prejudices Die Hard 

Where the Government does not 
come off quite so well ig in taking 
so long to realise that a public sec¬ 
tor Bokaro stood no chance of be¬ 
ing cleared by the Congress. For 
this much of the responsibility must 
be shared between Professor J K 
Galbraith, then U S Ambassador in 
India, and (Rangnekar does not 
mention .it) the Indian Embassy in 
Washington. In retrospect it is 
evident that Galbraith let his anxiety 
to project himself as a friend of 
India run away with his sense of 
reality and made many optimistic 
statements about Bokaro which had 
little basis in the mood of the U S 
Congress or even in the intentions 
of the Administration. The, appoin'- 
raeut of the conservative Clay Com¬ 
mittee to report on the foreign aid 
programme made it clear that 
Kennedy was not spoiling for a 
fight with the Congress on aid nor 


--rtV” 
" V m- 
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was he going to provoke Congress¬ 
ional displeasure by excessive com¬ 
mitment to Bokaro. If these facts . 
had been adequately appreciated, 
then it would have been unnecessary 
to play along with the U S Admi¬ 
nistration in delaying a decision 
through largely purposeless techni¬ 
cal surveys. 

These, in brief, are the conclu¬ 
sions of Rangnekar’s brief post¬ 
mortem. The principal lesson of 
the story is for Jndian liberal* who 
are in a hurry to believe that the 
U S Congress and Administration 
have forgotten their prejudices and 
predilections. Not yet. 

The concluding section of the 
booklet is devoted to an examina¬ 
tion of the practicability of building 
Bokaro with equipment imported 
from different sources instead of 
getting a foreign agency to build it ' 
for us on a turn-key basis. At the 
broad, general level at which the 
examination is conducted, the con¬ 
clusions are wholly optimistic and 
it is suggested that such a course 
might even substantially reduce the 
foreign exchange cost of the project. 
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Poysha Industrial 

Speech of the Chairman, Shri M R Ruia 



any Limited 


THE following is the Speech deli¬ 
vered by the Chairman. Shri 
M R Ruia, at the 6th Annual Gene¬ 
ral Meeting of ,the Company held in 
Bombay on Monday, the 30th Sep¬ 
tember 1963: 

Our Bombay factory is small and 
congested, and we are making do 
with the single automatic body- 
maker and printing unit. These in¬ 
built difficulties have been a con¬ 
tinuing handicap throughout the 
year, and our general performance 
at the end of the year must be re¬ 
garded as satisfactory in the light 
of this handicap. When the ngw 
factory is built at Dighe near Thana 
and additional equipment is install¬ 
ed, production is bound to increase 
rapidly, and this should be reflected 
in the turnover and profits in the 
coming years. 

Raw Material Problems 

We have had to contend with a 
certain amount of difficulty regard¬ 
ing our main raw material. Inade¬ 
quate import of tinplate for the 
manufacture of open top sanitary 
cans was a feature almost through¬ 
out the year, with the result that 
we had to manufacture cans not 
according to the requirements of 
canners, but according to the avail¬ 
ability of the varieties of tinplate. 
Our sales of open top sanitary cans 
naturally suffered because of our 
failure to make continuous supplies 
of the right sizes of cans to the 
canners. 

In the matter of indigenous tin¬ 
plate, too, there were difficulties due 
to excessive variation in the thick¬ 
ness of the tinplate. This not only 
prevented us from using the tin¬ 
plate on our automatic machine, 
but reduced the rate of production 
on the semi-automatic lines also. 
Irregularity in supplies was another 
feature throughout the last year. 

We have brought our difficulties 
to the notice of the Hindustan Steel 
Limited (Rourkela) and hope that 
with their co-operation most of 
these difficulties, will be greatly 
minimised, if they do not altogether 
disappear, in A? ,: t$wing year. 

During tbte-.-greater part of last 
year, the of aluminium 


tagger, from the only manufacturer, 
Messrs. Indian Foils Limited, was 
quite inadequate. They had their 
own difficulties regarding raw mate¬ 
rial. 

A new development in the year 
under review has been the receipt 
of orders for supply of cylinders 
of carious types, etc., from the 
Government. We have already 
made supplies against certain 
substantial initial orders, which 
have met with approval, and are 
expecting further orders in the near 
future. This promises to be quite 
a significant litre of manufacture in 
the coming years, and special tool¬ 
ing and machinery arc. being con¬ 
templated for this purpose. Our 
suggestions for the modification of 
some of the specifications, which 
would have the effect of greatly 
cheapening the cost of the products 
without, reducing their technical 
adequacy in any respect, are being 
received with sympathy by the 
authorities concerned. I shall have 
more to say on this new develop¬ 
ment in the next annual repoit. 

Exports 

We haw also contributed our 
humble share to the vital export 
drive now in progress. About Rs 
16 lakhs worth of goods were ex¬ 
ported in our containers in 1962-03, 
of which a little over Rs 10 lakhs 
were in sanitary cans. Sixty per 
cent of these sanitary cans consisted 
of 5J oz. juice cans, of which we 
are the sole manufacturers. Un¬ 
balance relating to general line 
cans, mostly containers of paints. 

With a little assistance from the 
Government a really large export 
trade can be developed in these 

Oz. juice cans. There is a very 
ready market in the Middle East 
countries, which are at the moment 
being dominated by Cuba. Mexico 
and Egypt. Unless we arc able to 
sell in this export market at prices 
not exceeding those at which these 
countries are selling their products, 
we cannot make any headway in 
this export. -'The canners of fruit 
juice have expressed certain diffi¬ 
culties regarding the high cost of 


production, due to circumstances 
beyond their control, and they are 
likely to make a representation in 
this respect to the Government. 
We have also made an independent 
approach to the Government, point¬ 
ing out, among other things, the 
need for the restoration of the 
subsidy in tinplate which has re¬ 
cently been abolished. 

Our total Sales last year amount¬ 
ed in value to about Rs 0.94 crore, 
as against the last year’s figure of 
Rs 0.76 crore. 

Other things being equal, the 
results for 1963-64 should show a 
substantial increase in turnover and 
value. 

Note : This does not purport to be 
the proceedings of the 
Annual General Meeting. 


Polychem 

pOL\ GHEM’S sales increased dur¬ 
ing the year ended March 31, 
1963 to Rs 1.97 crorcs from Rs 1.64 
crores in the previous year. Pre-tax 
profits showed a fall of Rs 2.55 
lakhs at Rs 29.69 lakhs. Taxation 
provision absorbed Rs 17 lakhs as 
against Rs 15.50 lakhs previously. 
Net profit has fallen to Rs 12.69 
lakhs from Rs 16.74 lakhs. No 
amount has been transferred to Re¬ 
serve Fund as against Rs 6 lakhs 
last year. Allocation to Dividend 
Equalisation Reserve, is reduced to 
Ks 2 lakhs (Rs 3 lakhs). The Direc¬ 
tors have transferred Rs 12 lakhs 
to the Dividend Reserve from which 
the Preference dividend at 7jl per 
cent absorbed Rs 3.33 lakhs and a 
taxable equity dividend at Rs 7.50 
per share of Rs 50 will absorb Rs 
8.40 lakhs. 

The Directors state that during 
the year the Company’s polystyrene 
plant operated satisfactorily. Faci¬ 
lities have been augmented to meet 
the growing demand foT coloured 
materials. Sales would have im¬ 
proved still further but for large 
stocks of similar materials allowed 
to he. imported. The Styrene Mono¬ 
mer and Alcohol plants are expect¬ 
ed to be commissioned shortly. 
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Variations in Money Supply 
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The study made by the Reserve Bank's Wording Crimp offers a clear analysis of the, concept of money 
supply and the factors affecting money supply m India. 

Starting from the Reserve Bank Study, an atte mpt is made here la evolve, a workable equation for 
jorgmting 'chon&c? .iff ,money supply,' ,, 

JHLS article attempts to present but the ratio of cash resources of 
a workable basis for forecast-, commercial banks to total money 


ing changes in money supply with 
the public. Before we proceed 
further, a few observations w* 
similar recent attempt by V C Shah 
(The Economic Weekly, December 
B> 1962) deserves mention. The 
formula, Shah has evolved as well 
as the analogy to Keynesian econo¬ 
mies .that he has been able to draw 
leads to interesting conclusions. 
However, is it not possible to reach 
Shah’s conclusions in the following 
simple way? 

By definition* Mb = C+Bc 
M M 


Mb- C+Bc 
1 

M = -- . Mb 

C + Bc 


M 

or in other words: 

1 

M — ,-.Mb 

C Be 

M M 

The. above steps retain the ad¬ 
vantages of Shah’s formula and it 
will be seen that besides the auto¬ 
nomous ‘Mb’, we are also able to 

C 

obtain the two ‘leakages’: — and 

M 

Be C 

— . It will be obvious that — 

M M 

is the ratio of currency with the 
public to total money supply or in 
the Keynesian terminology which 
Shah prefers, "the propensity to 
hold currency on the part of the 

Be 

public.” Similarly — i« nothing 
M 

• M = total money nock. 

Mb = G (Currency) + . Be (Cash 
resources of banks). 


supply or “the propensity to hold 
cash resources on the part of the 

commercial banks ”t 

' . ^ ,, ■ 

Keserve Bank Stud)’ 

t 

The formula proposed by Shah 
does help us in taking a view on 
the relative merits of Government 
borrowings from the Central Bank 
and from the > commercial banks. 
The usefulness of Shah’s formula 
for predicting variations in money 
stock, however, appears to be un¬ 
certain. He has himself cautioned 
us against some of the pitfalls and 
handicaps inherent in the applica¬ 
tion of the formula. For the pur¬ 
poses of forecasting money supply 
with the public in India, it is fell, 
the study made by the Reserve Bank 
of India Working Group (compris¬ 
ing Simha, Bhatt, Chandavarkar and 
Khatkhate) provides a more suit¬ 
able basis. This study, it may be 
recalled, was published in two parts 
in the Reserve Bank of India Bulle¬ 
tin of July and August 1961. There 
may, of- course, be some scope 
for improvement in the illustrative 
forecasts made by the working 
Group (some of the comments 
offered by Shah are quite relevant 
in this connection); it goes without 
saying, however, that the RBI study 
offers Us a neat treatise on the con¬ 
cepts of money supply and related 
factors as understood in India, It is, 
therefore, proposed in the para¬ 
graph that follows, to take some 
of the findings of the RBI study 
— suitably modified for our pur¬ 
pose — as the starting premises, [t 
will then be shown that by approp¬ 
riately carrying them forward; we 
can evolve # workable equation for 
forecasting money supply variations. 

Let: 

(i) Ms^C+Bm 

Where Ms: money supply with 
the public 


C: currency with the 
public 

Bm: Bank money consti¬ 
tuting that portion 
of deposit liabili- 
■' ties of bank* which 

serve to the public 
as medium of ex¬ 
change. (Here we 
have avoided the . 
controversy regard¬ 
ing the inclusion 
or exclusion of tun* \ . . 

'• deposits, sine*, 

prior solution of 
this question does 
not seem to be ne¬ 
cessary, for our 
purpose). 

(ii) Gm = C+Br - * 

where Gm: Govern¬ 
ment money. - , 

Br: Bank reserves, in¬ 
cluding till money,* 
statutory reserves 
and other , deposits . 
with the Central 
Bank. 

(iii) Bm=m . Br 

where m : multiple obtaining 
. under a system of 

“multiple credit 
creatloti”. 

(iv) Br=f . Gm 

where f : fraction obtaining 
under “fractional 
reserve system” 

(It may be mentioned here 
that neither ‘m’ nor T need 
be stable and both of them’, 
may 'vary from country to 
country and even within the 
same country at different 
points of time). 

Now, By definition (i) 

Ms=C+Bm 

=C+m . Br [on the basis 
of (iii) J 

*Gm+m, Br — Br [on 
the basis of (ii)} 

MSI 
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*GiB+Br {in * 1) 
=Gm+i . Gm(m—1) 

[on the basis of (iv) J 

=Gm[l+f (m—l)J...(v) 
Thus we have obtained a definite 


* Estimation oft ■ (i) extent of Integra* 
tion and development of the mosey 
market and (ii) development of bank¬ 
ing habit may pore problems not en¬ 
tirely capable of tangible solution. 
However. a» far as these two variables 
are concerned, broad indices should 


be sufficient for foretaste relating to 
a period of S to A years during which 
no large fluctuations in these factors 
are likely to occur. Further, T de¬ 
pends considerably on ‘m’ and once 
m' is estimated, ‘f can easily be 
derived. 


f 


relationship in the form of: Ms= 
Cm £1+1 (m—1)J. This means that 
given the increase in Government 
money (Gm), corresponding in¬ 
crease in the money supply with 
the public (Ms) could be forecast 
provided we can work out reason¬ 
able estimates for 'P and *m\. As 
we know, ‘in’ depends mainly on 
statutory reserve requirements, com¬ 
position of financial assets of banks, 
conventions regarding Central Bank 
credit to banks and extent of integ¬ 
ration and development of the 
money market. On the oilier hand, 
T primarily depends upon develop¬ 
ment of hanking habit and upon 
‘mV The variables on which ‘m’ and 
‘f’ depend thus form a formidable 
list. 


Not an Impossible Task 

However, the task of their esti¬ 
mation is not at all insurmountable 
when we realise that we need not 
start from scratch. All we have to 
do is: arrive at the current ratios 
of ‘m’ and ‘f’, then judging from 
the past behaviour as also the em¬ 
erging trends, project the same over 
a period of say 3 to 5 years (or 
even less) on the basis of certain 
assumptions regarding the principal 
variables involved. Since most of 
the variables involved are within 
the purview of the Central Rank’s 
regulations, the monetary authority 
in a country should be in a posi¬ 
tion to (i) build up systematic time 
series on the factors involved, (ii) 
discern significant relationships and 
(iii) predict near-future trends, keep 
ing in view the fiscal and monetary 
policy the country in question is 
likely to pursue. Once a beginning 
is. made in this direction, the tools 
of Analysis could always be improv¬ 
ed upon in due course by a method 
of trial and error. It should surely 
be possible for the Central Bank of 
a country, and fpr the Reserve Bank 
of India, not only to predict ‘m’ 
and T fairly confidently* but also 
once having predicted them, to re¬ 
gulate the monetary and credit poli¬ 
cy ih such a way as to avoid wide 
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India Steamship Co., Ltd„ hat 
a tteady record of progress... 
Since Independence, iti ton* 
nage hat increated from about 
•5,000 D.W. tout to over 
200,000 D.W. tont—more too* 
nage being still on order. 

Its services are alto extending 
to various trade routes. After 
initial consolidation in the 
India- U. K.-Con tinen t trade— 
the Company entered the 
Indo-Soviet service to the 
Russian Black Sea ports in 


progress ♦.. 

1956 and later to Rumanian 
ports. In 1959 the Company 
forged still another link in the 
overseas with South America, 
and in 1960 it extended its 
service to Poland. 

Their experience and reputa¬ 
tion for fast, efficient and 
dependable service built on the 
personal care given by tbeir 
experienced officers and crew 
to the cargo entrusted to them, 
have earned them the goodwill 
of their customers. i' 



SHIS 

ST INDIA mAMSHir COMPANY 

unit© sou m cargo cars, etocisncy. diknoabiuty. 

tmo AND MOOCAN SHUN SLMLT TO SUIT THf NESDS OS TMS TRAD* 

★ 

«T SHIFTING WITH INDIA STlAMSMir COMPANY, 
YOU WILL ALSO HILT TO CONSMVf FOMMN 
■xcHAMca eon india 



INDIA STEAMSHIP CO., LTD. 

"•■Dig STEAMSHIP H0HSE" 

II. OLD COURT HOUSE STREET, CALCUTTA-1 
U ser k t Aron. 

LIONEL EDWARDS (PRIVATE) LIMITED 


divergences between the predicted 
growth and the actual growth of 
factors involved, 

iam; 



Labour and Trade Unions in 'Kenya 

K N Vaid 


Though the trade union movement in Kenya has from the beginning received encourage¬ 
ment from the British rulers, the problems of the trade unions today bear close similarity to thee* facing 
Indian trade unions. The membership is largely illiterate, migratory and frequently unemployed. The 
leadership has come mainly from non-worker stock and is shared with political parties. And there is no 
second line of leadership worth the name. 

With its well-organised political parties, mature and we stem-educated leadership and the social 
change already initiated by the British, independent Kenya is bound to take the road to industrialisation 
and rational, liberal political and economic institutions. This will call for the transformation of illiterate, 
migratory, leisure-liking African workers into a stable and productive workforce , In this the trade unions 
will have to play their part not only in achieving social cohesion but also in giving their members the soli¬ 
darity, necessary to make colHeftive action effective, < 


ACCORDING to 1948 census, 96 
per cent of the population of 
Kenya is African; 43.2 per cent 
being in the age group 16-45. Table 
1 shows the growth of African work¬ 
force employed in principal occu¬ 
pations in the colony. It will be 
clear from the Table that there has 
been a steady growth in the work¬ 
force engaged in industries. The 
year 1958 registered 41 per cent 
increase over 1945. Table 2 presents 
an industry-wise analysis of the 
work-force. 

The African Worker 

It is generally believed that the 
African worker is unstable, less pro¬ 
ductive, prone to change employers 
too often and to absent himself from 
work and lacking in a sense of 
punctuality. Most of these views 
come from European sources and so, 
though they may be valid, allow¬ 
ance has to be made for prejudice. 
A majority of African workers‘are 
migrant and seek remunerative jobs 
for strictly limited purposes. There 
is little incentive for them to stabi¬ 
lise in new occupations and make 
progress. Promises of more money 
for harder work have little interest 
for Africans because the money so 
earned cannot buy the things they 
really want: prestige, security, a 
home of their own, or at least the 
right to rent and live in a house in 
an urban area irrespective of the 
type of work they do, the right to 
do the kind of work of which they 
are capable, a proper education for 
their children, family life, etc. Thus 
they content themselves with minor 
ambitions such as a suit of clothes 
or a bicycle. These wants are rela¬ 
tively easily satisfied; they are no 
hindrance to mobility. With satura¬ 
tion comes refusal to make extra 
effort 


The normal working week varies 
from 45 to 50 hours in Kenya. Fac¬ 
tories and shops work 8 hours a 
day. The daily spreadover is limit¬ 
ed to 9 hours. Commercial emplo¬ 
yees have a 424-hour week, public 
employees a 40-hour week. Regula¬ 
tions on weekly rest apply only to 
retail shops and workshops which 

Table 1 i Growth of African Work*] 


must be dosed on Sundays. Holi¬ 
days with pay are few. Only shop 
employees are entitled to 12 holi¬ 
days with pay for every completed 
year of employment with the game 
employer. Children, young persons 
and Women are not allowed night 
work and are prohibited from being 
employed in certain types of work. 

nc Employed in Principul Industrie* 


Year 

Men 

Women 

Children 

Total 

1945 

294,999 

38,365 

55.931 

379,286 

1948 

310,074 

30,589 

44,904 

385,567 

1951 

327,401 

41,402 

43,613 

412,416 

1954 

390,949 

57,208 

44,394 

492,551 

1957 

440,995 

73,318 

40,485 

554,798 

1958 

431,886 

72.524 

30,323 

334,733 

Source : ‘ 

* Statistical Abstract 

1959", Government Printer, Nairobi. 


Table 2 : Employment of African Work-Force fay Industry 

---—--— 


Industry 


1956 * 1958t 

Total Work- -—- ——t - 

Force Employed Total Work- 

Force Employed Men Women Children 


Agriculture, 


Forestry and 


Fishery 

235,200 

247,218 

158,457 

60,770 

27,991 

Mining and 

Quarries 

9,000 

6,105 

6,031 

48 

26 

Manufacturing 

57,700 

45,920 

43,031 

1,971 

918 

Building and 

Construction 

29,500 

17,710 

17,568 

90 

52 

Commerce 

37,900 

22,242 

21.188 

944 

110 

1 ransport and 

Communication 

47,800 

11,261 

11.028 

210 

23 

Domestic Services 

45,700 

24,178 

21,206 

2,078 

894 

Miscellaneous 

_ 

22,226 

19,952 

2,066 

208 

Government Service 


83,253 

80,646 

2,516 

91 

Railways and ( 

Harbours i 



32 



24,732 

24,700 

— 

Post, Telegraph and 






Telephone 

134,100 

3,289 

3,288 

— 

1 

Other High Commis- ] 
slon Departments 

*• 

2,036 

1,721 

m : 

4 

Civilian Defence 


1,479 

1,466 

"9 

4 

Local Government 






and Other Public 
Services 

i 

i 

23,084 

21.604 

1,479 

1 

T otal 

596,700 

534,733 

431,886 

72,524 

30,323 


* Source s "African Labour Survey”, I L O, Geneva, 1958, p 667. 
f Source : " Annual Report Labour Department, Government of Kenya, 1958. 
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when you tan 
do with just two 

made from 

BOGOIMVfe 

BUCKLIN Finish 
qualities 

SAPPHIRE 


% and SAFARI - 
& ideal for short- 
sleeve shirts. 
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SAPPHIRE and SAFARI 

• Are highly resistant 
to creasing 

• Wash easily 

• Drip-dry overnight 

• Need little ironing 

• Are economical an wardrobe 
and laundry 


IMPORTANT 

FsNihlW washing and tailoring 
Instructions for BockHn fabrics, 
please consult the leaflet whldi la 
distributed with every shirt length 
of Sapphire and Safari purchased. 



Buy your require* 
nnt) of B I N N V 
fabrics *t control lo« 
ratal from author!* 
sod BINMY HILL 
Stockists whodlaela? 
tbit ai|n beard. 
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■m 


THE SPCKIHCHAH « CARNATIC CO. UMh, 
A SuhWorr of atNNT a CO. (MADRAS) LTD. 
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welfafe measure, mention Unions and in those territories where 
be made of Housing facili- ; tberis Were no unions, ipirovMbnj 

were to be made for their establish- 


ties. Most of the employers have 
found it necessary to provide ac¬ 
commodation for their workers and 
wage fixing committees have made 
it obligatory for them to pay house 
rent allowance if accommodation is 
not provided. Many employers volun¬ 
tarily provide medical care and 
rations to their workers during sick¬ 
ness. 

Labour Administration 

The African worker gets low 
wages and there is a great disparity 
in his earnings in comparison to 
those of Europeans and Asians. The 
question of fixing a minimum wage 
for workers was taken up by the 
Government in 1961 when wage 
councils were set up for various 
urban centres. Minimum wages have 
been fixed in non-agricultural em¬ 
ployments in nine principal urban 
centers. In the absence of an 
appropriate law, the Wage Coun¬ 
cils have not only fixed minimum 
wages but working hours and vari¬ 
ous other allowances and overtime 
rates. The Wage Councils are tri¬ 
partite bodies, each party nomina¬ 
ting seven members to every coun¬ 
cil. 

A separate labour department 
was set up in 1940. Since then it 
has expanded considerably and 
today the Labour Commissioner is 
assisted by two deputies and a num¬ 
ber of labour officers, labour ins¬ 
pectors, factory inspectors and 
other specialists who include medi¬ 
cal officers, statisticians and other 
specialists. The. department publi¬ 
shes annual reports, compiles 
various other statistical bulletins 
and is responsible for the administ¬ 
ration of ordinances relating to 
labour affairs. 

An account of the growth of 
trade unions in Kenya should start 
with a brief examination of the fac¬ 
tors that have influenced it. Unlike 
in India, the British Government 
encouraged the formation of trade 
unions in Kenya provided they kept 
away from political parties. As 
early as 1930, Lord Passfield (Sid¬ 
ney Webb) the then colonial secre¬ 
tary, wrote to all colonial governors 
that the growth of trade unions was 
a desirable and legitimate feature of 
industrial and Bocial development. 
He impressed upon them the need 
to be sympathetic to any existing 


ment. They were to be given legal 
protection to enable them to grow 
and develop into strong organisa¬ 
tions. Consequently, the history of 
the growth of trade unions in Ken¬ 
ya » not marked with any major 
struggle for recognition of genuine 
trade union rights. However, the 
government has always been suspi¬ 
cious of political tendencies among 
the unions. During the Mau Mau 
movement, it arrested 56 trade union 
leaders on suspicion of sympathy 
or association with the movement. 
Later on in March 1956, it made 
an attempt to proscribe the Kenya 
Federation of Labour because it had 
expressed opinion on political is¬ 
sues. 

Encouragement from BTL’C 

The British Trade Union Cong¬ 
ress has always encouraged the for¬ 
mation of trade unions in British 
territories. At its 78th annual ses¬ 
sion at Brighton in 1946, it passed 
a resolution which stated: “ . . . 
believing that the British Colonial 
and Mandated territories require a 
free trade union movement with the 
same rights and privileges as British 
Trade Unions, so as to ensure that 
the working conditions are safe¬ 
guarded and higher standard of 
living secured, requests the General 
Council to give all possible assist¬ 
ance to trade unions in these terri¬ 
tories”. Subsequently, the B T U 
Congress wrote to the World Fede¬ 
ration of Trade Unions on the 
matter and urged the latter to help 
trade unions in colonial territories. 
In June 1946, the WFTU decided 
to set up a department to help 
trade unions in colonial territories. 
The work was taken up by I C F T U 
who gave extensive financial assist- 
anse to the unions in Kenya and 
persuaded other foreign unions like 
AFL-C10 to do likewise. In Nov¬ 
ember 1958, the I C F T U started 
an African Labour College at Kam¬ 
pala to train labour leaders in 
English-speaking Afriian, territories. 
(“The First Ten Years”, 1CFTU, 
Brussels, 1959). 

The national movements in Asia 
and the subsequent independence of 
many of them had a far-reaching 
effect on the Africans. Low wage* 
and the poor standard of living were 
equated with domination and ex¬ 
ploitation by the ruling race. All 


over the colony, the Africans were 
becoming 1 aware of the need to com¬ 
bine and fight for their rights. The 
awakening of the African labour 
was summarised by Mr P de V 
Allen, Labour Commissioner, who 
said “I have no hesitation in say¬ 
ing if jt had not been for a strong 
Labour Department, Kenya labour, 
troubles in 1942 would have been 
much more serious and critical. The 
African labourer is awakening to 
the fact that he ia holding a very 
strong hand”. (“Annual Report”, 
Department of Labour, 1958), The 
political movement in the country 
attracted the workers strongly as 
they realised through experience 
that adequate earnings, a decent 
standard of living and freedom of 
choice were possiblte only with 
political freedom — a belief that 
proved to be valid in the case Of 
many Asian countries. These feel¬ 
ings led the African workers to 
join in and build massive trade 
unions. 

Earl)- Pioneers 

The small size of industrial 
establishments and the fact that 
they are scattered all over the 
country have further strengthened 
the formation of general unions as 
it gave them a greater bargaining 
and striking power. In Kenya even 
employers have favoured the for- 
matibfi of general industrial unions. 

Thu,earlier period of develop¬ 
ment of trade unions in Kenya is 
but an account of the efforts of 
two persons, Markhan .Singh, an 
Indian, and Chege Kibachia, an 
African. The first attempt to or¬ 
ganise the workers In Kenya was 
made by Markhan Singh who 
forrn<'_d the Labour Trade Union of 
East "Africa in 1937, He organised 
the employees of Public Work 
Department in Mombasa and in 
early 1939 gave a call for general 
strike. The P W D workers struck 
work and were joined by dock 
workers. The immediate cause for 
strike was inadequate housing faci¬ 
lities for African workers. The 
strike lasted for 15 days and the 
Government appointed a commis¬ 
sion of Inquiry whose report was 
never pubished. The War broke 
out soon afterwards and all trade 
union activity was stiffed by the 
government. The unions organised 
by Markhan Singh went out of 
existence for want of activities. 
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“Demonstrations,” said fata. ; ' 

"You mean brass bands, flags, pretty 
girl tl” fison asked hopefully*, 

“Useful demonstrations,” said Rallf, bringing him 
down to earth, "to <b°w farmer^ how 
our fertilizers and pesticides grow better, 

healthier crops and protect them, too!” - 


Tata-F’ison and Radis have combined "their V. 
separate marketing organisations into a .single, ’ : 
unified service. For,die fnturp, all Jata-Fison : 


products will bp marketed by RaHis Fertilizer ’ 
*«fld Pesticides, Division. The metier will frov?- 
of immense benefit to the Indian farmer.' For 
the first time, one integrated service will provide 
advice and products covering both crop-growth ‘ 
and crop »protcction throughout the country ... 
a notable contribution to the cause of agri- 


cultural progress. 


TATA-FISON R ALLIS COVER THE FIELD 1 
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fiili i. fUfUUrsd Trt d«ipg~.jbe .fiww- 

.- ^ ^IV&. l faMU iAiy .declared 4» WS*Woll«wng 
Year - NaofUmens ’ Total ^ '. tte. BaiMttu riiing. Its metfajier- 
' Membership ship' decreased front 31327 in 1953 
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Year 

- No of Union j 

Total 


t 

Mfmbersht) 

1951 . 

■ »"4 • - 5 , 

- 9SO0 !. 

1952 , 

* ‘ -5-' 

28147 

4953 ' 

7 ■ 

81327 

.195* > . 

• ? 

5791 “ 

4955 1 

,... £ 

22520 . 

4956 

10 

48781 

1957 

’ H -- 

29635 - 

1958 

• - 18 , 

41395 

I960 

* 42# , 

- v ’ NA..": 
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and ^G&fljh wpjfay?,, ■ typographical 
workantj civil servants, commercial 
workersC'etc. A local union is orga- 
nised at the establishment. This 
gcLs affiliated to the-area branch of' .... 


covered and today it has 11 oatio- the union- for that industry which 

__i ‘ML.!' ,.. :. i-rr ■ . 'Jji'W*. •', ... ...» 


ml unions affiliated to it KFL is 
-The Only national federation’ tn -the 
country and has Toni Mboya as its 
secretary." Tab!? 3 rfjowa the imm- 
ber and membership of registered 
trade unions since 1951, 


; * Provisional 
{Source r. “ Ann 


“ Annual Repor 
of Labour, 195; 


It may be mentioned that out of 

j* DepartW 42 ^^d trade unions that Simikri to Iadijui VaiMt 

b .<»».. existed in i860, 25 unions were of ... ... . , , 

Cheae Kiba- die Africans, 7 of Asians, 8 of . AFh had many set-backs du| to 
SUSSf Europeane. and 2 were open to all,, "Jgg ggj; 

“• , fSB® dS£ 3 TSS 

As stated earlier, the small size from. KFL. The leader of this' 
of establishments and their dispersed union who was deputy secretary 

location have been favourable to general ‘ of KFL has since tb,en 

industry-based union organisation, established the Kenya Trade Unioh 
In 1858, the Federation of Kenya Congress. The Congress supports 

Employers and the Kenya Federation the pan-African movement and 1* 


in turn is an affiliate, of tire national 
union ferThat industry. Thus, there 
are 19 vertical cpUimns of national 
unions covering all branches of 
economic activity.. Eleven out, of. 
' these 19 are affiliated to KLF, an 
affiliate,,of. ICFTtl» . ‘ 


When War ended, Chegc Kjba-' **£ Africans, 7 of Asians, 8 of 
chia formed the African Workers’ European* and 2 were open to all, 
Federation in 1847. The federation communities, • . 

established, its branches all oyer As Writer, tbe small size 

the country. But Chego Kibacluu of establishments and their dispersed 
did not have get much tmie to location have been favourable tp 
nbree hts-unions. °n September 4, ' industry-based union organisation. 
1947 about 200 workers belonging ’ In ihe Federation of Kenya 

4- ^ 4L a 1 Uklnlt J If A AA w. id A f a an . _ T _ _ _ 


to the Upland Bacon Factory 
Workers’ Union, an affiliate , of 
Kibachia, went on a strike in pro¬ 
test against the dismissal of one 
of their colleagues. In the ensuing 
days, the police opened fire on a 
Crowd resulting in the death *of ’ 3 
persons. Cliege Kibachia was 
arrested, tried and deported from 
Kenya. 

Markhan Singh again appeared 
On tbe scene. He. took over the 
unions of Kibachia and renamed 
them the East African Trade Union 
Congress. In March 1950, he 
along with Fred Kubai organised 
a civil boycott and a seven-day 
general strike to protest against the 
visit of the Duke .and Duchess of 
Glucester. The government arrested 
both the leaders. Fred Kubai was 
fined and Markhan Singh was de¬ 
ported. With this, the first phase 
pf the history of trade unionism, in 
Kenya ended. 


of Labour signed an agreement 
agreeing to accept the international 
classification of all economic acti¬ 
vity as a basis for dividing - indus¬ 
tries in Kenya. Following- the 
agreement, the union organisation 
was done on an industrial basis. In 
March 1960j Kenya. had 19 natio- 
, nal industrial Unions. They includ¬ 
ed national unions of dock workers, 
transport workers, domestic services 
and hotel workers, chemical work¬ 
ers, petroleum workers, coffee, tea 
and sisal plantation workers,, tailors 


pressing upon KFL to disaffiliate’ 
' itself from ICFTU and join the 
proposed All-African Trade Union 
Federation. 

The trade , unions in Kenya beat 
a close similarity to Indian unions 
in their problems. The potential, 
membership is largely illiterate, 
migratory and frequently unem¬ 
ployed. The union fees are very low 
and oven those are not paid regu¬ 
larly. The leadership has come 
mainly from non-worker stock and 


Table -4 : Membership of Some National Unions during 1955-1959 


Transport and Allied Workers' Union 
Domestic and Hotel Workers’ Union 
Tailors and Textile Workers’ Union 
Federation of Buildiiig and Construction 1 
Workers’ Union ■ > 

Kenya Distributive and Comm Workers’ Union 
Kenya Local Govt Workers’ Union 
Kailway African Workers’ Union 
Dock Workers'. Union . 


1955 

1957 

1959 

7,000 

• 7,186 

3,185 

800 ' 

679 

2.480 

1.000 

3,313 

6,716 

-5,500 

1,606 

6,585 

1,500 

1.402 

5.806 

1,600 

2,896 

2,441 

6,700 

8,565 

5,984 

' 3,420 

1.791 

1,595 


Kenya Federation of Labour Kailway African Workers’ Union 6,700 6,565 5,984 

-With the exit of Markhan,Singh Dock Workers’. Union . 3,420 1,791 1,595 

ulLSed dowrfto’ pt^ive^d Source “ Annual Department of Labour, 1955, 1957 and 1959. 

non-militant activities. They kept 

steady pace with political develop- - Table 5 ; Registered and Paid-up Membership of Some National Unions 


ments in the country and their .for¬ 
tunes fluctuated along with those 
of the political movement. The Transport and, Allied Workers’ Union 
Kenya Federation of Trade Union# Domestic and Hotel Workers’ Union 
was organised in 1951,' It had 5 Federation of Building and Construe, 
affiliated unions to begin with. The ,, iion Workers’ Union 

F-W-kT ■*“?*£ w— 

in 1954. Next year It changed Its Kenya Petroleum Oil Workers’ Union 
name to Kenya Federation of L*-, : Report ”, Labou- 

bour. The movement suffered w -• • .. r.j 


Regd Membership Paid-up Membership 


Source t. ".Aqnual Report ’ 


6,585 

5,984 

riion 2.441 

Union 962 

Labour Department, 1958. 
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Baled on sound information 

His 

decisions 

are 

dynamic! 




Any business, if it is to succeed, needs a dynamic 
approach. That’s where The Economic Times comes 
in. It brings vita! financial information from all over 
India and abroad to the homes and offices of indus¬ 
trialists, financiers, executives, traders... of all busi¬ 
nessmen. ■ You need to have the latest, first-hand 
news about export-import, commodities, qompany 
meetings, shipping and transport, taxation, insurance 
...a complete picture of today’s economic scene. 
The Economic Times gives it to you at a glance. 
■ It goes ftuther than that...to labour problems, 
development projects, business prospects, comment¬ 
aries and analysis, enabling you to plan efficiently 
for the future. Get yourself an invaluable business 
aide in The Economic Times. 


Successful people-in business uni 
Industry-read f 

SUBSCRIPTION RATES: 

Yearly Rs. 7300; Half-yearly R*. 36.10; 
Quarterly Rs. 18.25. For further details, 
please contact; The Circulation Manager, 

C/o The Economic Times , The Time* of India 
Building, Of Dadadbhoy Naoroji Road, j 
Bombay l* < 


A TIMES OP INDIA OftOUP PUBLICATION 

THE ECONOMIC TIMES 


CXt-CUTTA OFFICE: 13-1 A 13-2, Oovemment Place, East. Calcutta I. Phone: 23-931J (3 lines) 
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'7^‘sbateff..: with political '/jugjgg^ 
There h scute dearth of a second 
,' line of leadership. Table 4 show* 
the membership of a few national 
unions during 1955-59. ’ Table 5 
shows the difference between regis¬ 
tered membership and paid-up 
membership hi 1958. 

The term ‘industrial dispute' has 
been used in preference to ‘indust¬ 
rial relations’ because of the ab¬ 
sence of institutionalised labour 
relations on any continuous basis. 
Labour unrest jn the colony canbe 
traced back to 1922 when HJfrry* 
Thuku started a mass protest 
movement against forced labour 
and carrying of ‘kipande’. Under 
the Native Registration Ordinance 
1919, the African worker was re¬ 
quired to register with the govern¬ 
ment by giving all his finger prints. 
The document is called ’kipande’ 
and bears endorsements of various 
jobs, wages, conduct, period of 
employment with each employer 
and reasons for leaving the jobs. 
The kipande has to be carried on 
his person by every African worker. 
Harry Thuku toured the country 
and was successful in building Up 
a strong iagitation in the major 
cities. He was arrested in March 
1922 and was imprisoned. An an¬ 
gry mob of workers raided the jail 
and in the ensuing riots three Afri¬ 
can were killed. Harry Thuku was 
deported to Kismayu. "*■> 

Political Awakening 

The famous strikes of P W D 
workers of Mombasa in 1939 and 
of the Uplands Bacon Factory 
Workers in 1937 have been men¬ 
tioned earlier. The general strike 
lasting seven days following the visit 
of Duke and Duchess of Gloucester 
in 1950 was an expression of poli¬ 
tical awakening of the African work¬ 
er. In 1955, the colony experienced 
a well organised strike arising out 
of an industrial dispute between the 
dock workers and harbour employ¬ 
ers. The Strike started with 6,000 
dock workers but later spread to 
other industries involving 14,000 
workers. The dispute was referred 
to a tribunal whose award increased 
the shift wage rate, ordered pay¬ 
ment of dirty money and increased 
the minimum wages of workers on 
monthly contracts. In 1957, Bus 
Service Workers in Nairobi went 
on a strike to protest against the 


.mjfofewaent of a tribunal award. 
The strike was declared illegal 
under the Essential Services Ordi¬ 
nance 1950 and 279 workers were 
arrested and sentenced to various 
terms of imprisonment. 

The most recent strike* in Kenya 
have been marked by the peaceful 
and disciplined conduct of the work¬ 
ers. Most of these strikes, though 
alleged to be politically oriented, 
have been successful and workers 
have been able to secure many bene¬ 
fits. The strikes organised by the 
tobacco’ Breweries and Bottle Work¬ 
ers’ Union lasting 18 days, the Rail¬ 
way Workers’ Union lasting 21 days 
and the Athi River Factory Work¬ 
ers’ Union could be mentioned in 
support of this statement. Table 
6 shows the number of disputes, 
workers involved and man days lost 
dpring the years, 1951-1958. 

Table 6 i Work Stoppage* Caused by 
Industrial Disputes 


« 

V 

No of 
Stoppages 

No of 

Workers 

Involved 

j Man Dayi 
! Lost 

1951 

57 

6,610 

10,708 

195.' 

84 

5,957 

5,718 

1953 

39 

3,221 

2,674 

1954 

33 

1,518 

2,026 

1955 

35 

17,852 

HI.870 

1956 

38 

5,173 

28.230 

1957 

67 

21,809 

23,675 

1958 

96 

21,395 

59,096 

Source 

: “Annu.'il Rrport 

”, Labour 


Department. 1958. 

It will he observed that, with the 

exception of 1954, work stoppages 
have registered a steady increase. 
There are many reasons for this. The 
principal cause is the freedom move¬ 
ment sweeping through the conti¬ 
nent of Africa. The fact that almost 
all employers are foreigners associ¬ 
ated witli the ruling power contri¬ 
butes further to the African unrest. 
The employers favour a trade union 
movement free from political domi¬ 
nation but Kenya’s two principal 
parlies have increased their hold on 
the unions and have provided 
leadership to many of the unions. 
Poor wages, bad working conditions, 
low standard of living and lack of 
freedom of choice combined with 
the workers’ recently-acquired deter¬ 
mination to improve their lot have 
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also contributed to the unrest. Fur¬ 
ther, poor handling of labour rela¬ 
tions und racial discrimination haste 
exacerbated the situation. Personnel 
administration at management func¬ 
tion has not been accepted by the 
employers and few trained person¬ 
nel managers are employed in 
Kenya’s industries. Part of the ba- 
laaee should also rest on the trade 
union leaders who have generally 
maintained an uncompromising atti¬ 
tude,,!®, bargaining with the employ¬ 
ers. 


Sovereign rights will soon be 
transferred to the African in Kenya 
and the destiny of the country will 
rest on the decisions of the African* 
and their government. With its well 
developed political parries, mature 
and western educated leadership arid 
the social change already initiated 
by British rule, Kenya is bound to 
take the road to industrialisation 
and rational, liberal institutions. 
This will call for tremendous adjust¬ 
ments on the part of the workers. 
From illiterate, ignorant, migratory, 
leisure-liking and unstable workers, 
African labour has to emerge as a 
stable and productive work-force. 
The trade unions will have to play 
their part not only in achieving 
sorial cohesion hut also in giving 
their members a solidarity directed 
to invest them with power for col¬ 
lective action and bearing new res¬ 
ponsibility. 
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Three years ago. it etruok P.G. Seshadri that he 
had aeen hardly anything of hie country. He decid¬ 
ed to do something about It. .. .Tills year he will 
complete the final leg of hie tour I He’e f Iffy-three, 
look's ten years younger, and haevyonthe veterans' 
race at the Burmah-SheU meet for six yeare run¬ 
ning. He hae received three long service emblems 
and hie Interests Include amateur dramatise, 
social welfare, sports, travel and photography. , 

•... TO THE UST HAVA PAISA 

He slgne/endorees some 700 receipt or payment 
documents every day. Ohief Cashier with Surmah- 
Shell, Madras, Seshadri Is In charge of the Cash 
Seotlon consisting of fifteen men. His section 
rSeelves money amounting to several lekha every 
d*y and is responsible for making day to day 
payments. What le hie most important task? 



"Balancing the books," he says, "Is of the utmost 
importance. The accounts must telly each day to 
the last naya paisa." They always do I 

TODAY, AS EVER, PEOPLE LIKUESHAMI 

ARE WORKING FOR YOU ~ 

Seshadrl doasn’t Just hava hobbles. He la good at 
them. One of hie photographs won a second prize 
In a company competition. Liked and respected by 
hie colleagues, Sashadri can look back with satla- 
fabtlon on a happy, fruitful career. 

Seahadri and people like him—at all levels of 
responsibility—ere Burmeh-Shell. Today, as ever, 
they, are'hard at .work. . .working to anaura that 
vital petroleum produofs essential to India s 
growth and prograss are brought to you at the 
right plaoe and time, In the right quantities. 
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"■X." Reyiew of Operations, 1962-63 
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'For the World Bank 1962-t>3 wot a poor year, fudging' by, the volume of fresh development asds- 
■,tauce .pommilled. The total of new loans fngdc .during the year was only slightly higher than one-half of the 
'yppftl fpx the ''previous year and-far below the-average- for the-previous five 'ybdrsl’’ '*, 

-„ Shortage 'of fdmtrices' waa, certainly not responsible for the fall of in lending activity. In foot, with 
a ready market for its bonds mid its continued success in selling parts of its loans - to other investors, the t 
World .Bank’s liquidity position 'remains’ exceptionally good., ' . , 

it appears reasonable to suppose, therefore, that last year there was u decline in the demand for assis¬ 
tance frdm the Bank. This is riot entirety unexpected• for many countries who -have been active customers 
•of the Bank in the past now find that they have reached the limits of their ability to borrow on the 4 hard’, 
terms on which World Bank loyms are mtide. < ■ .> , 

These countries are naturally turning to the l D A whidh in 1962-53 increased Us loans substantially.. 
But before it cart be, in a position to meet adequately the developing countries’ requirements of ’soft* loans, 

, the ^resources of the IDA will have to be substantially augmented. . 

fThe I D A is totally dependent on contributions for itf developed member countries for resources. 
These countries have tentatively agreed to provide $ 7S0 million to the IDA for tending during the next 
three years. However, even this will not go far enough. The search for additional resources for the I D A 
will be a continuing one and Us success will depend ultimately on a shift in emphasis by the aid-giving 
countries from bilateral to multilateral assistance. ' ■ ’• 


JN tenths o{ new loans, 1952*63 
. was an (exceptionally poor year 
. for the World Hank. The Hank 
made 28 new loans during the year 
totalling j 448-65 million compared 
to $ 882.3 million in 29 loans in 
1961-62 (See Table 1). Over the 
five years from 1957-58 to 1961-62, 
assistance by the Bank had averaged 
$ 7(H)-million per year. But unlike 
the I D A, it was not lack of 're¬ 
sources which restricted the Bank s 
operations. As will be seen below, 
the Bank’s resources position conti¬ 
nued lo he comfortable. The low 
level of lending reflected a fall in 
the demand for assistance for pro¬ 
jects which satisfied the Bank's 
stringent -standards of credit-worthi¬ 
ness. t ' 

This may have been no more than 
an accident of the calendar; as the 
, Bank’s report points out: “Large 
fluctuations between years can be 
caused by accidents of the calendar, 
whereby large loans just before or 
after the end of June materially af¬ 
fect the total for a fiscal year”. This 
may- be part' of the explanation. 

' particularly since 1961*62 was a 
year of exceptionally high lending; 
but it is also likely that many coun¬ 
tries who' have been active custom¬ 
ers of the-Bank in the past are now 
finding that they have reached the 
firrtits of their ability to add to 
their indebtedness on the ‘hard’ 


terms on which Bank loans arc made. 

In his farewell address to the 
Bank’s Board of Governors' last year 
in Washington., the then President 
Eugene Black had warned of this pos¬ 
sibility. He had said : ‘‘The total 
amount lent by the Bank this yeur 
was much higher than in any previ¬ 


ous year. But we cannot expect the 
rate of lending of the Bank to conti¬ 
nue to expand in future years. Indeed 
it may prove difficult to maintain 
the Bank’s operations at their pre¬ 
sent level. Many of the Bank’s pre¬ 
sent member countries cannot pru¬ 
dently assume further hard debt 


Table 1 i World Bank Loops in 1962-63 


Country 

Purpose 

Amount. 


f$ Million) 

fcolombia I 

Power 

8.8 

II 

Transport (Railways) 

30.0 

III 

• Steel / r 

30.0 

Cyprus 

Power ' 

21.0 

El Salvador ■ 

Power 

6.0 . 

Finland 

Power 

25.0 

India ' 

Industry (ICICI, for re-lending)' 

30.0 

Israel 

Transport (Roads) 

22.0 

Mexico ' 

Irrigation 

12.5 

Morocco 

i 1 Industry (Development Bank, for re-lending) 

15.0 

. Nicaragua 

Irrigation 

2.6 

Nigeria 

Transport (Ports) 

13.5 

Pakistan I 

Transport (Railways) 

18.25 

II 

Transport (Railways) 

4.75 

III 

Industry (Development Bank, for re-lending) 

20.0 

Panama 

. Power 

4.0 

Peru 

Transport (Railways) , 

13.25 

Philippines I 

industry (Development Bank, for rc-Iending) 

15.0 

II 

. Power 

3.7 

Singapore. 

Power . ’ 

15.0 

Swaiiland 

Power 

4.2 

' Thailand I 

Irrigation 

5-6 

11 

Irrigation 

3.4 ' 

III 

Power 

6.6 

IV 

Transport (Roads) 

35.0 

Uruguay 

Transport (Roads) 

18.5 

Yugoslavia I 

Power 

30.0 

II 

* Transport (Roads) 

35.0 

Total 


448.66 
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without jeopardising their future, 
and of about 20 new members ex¬ 
pected to join the Bank within the 
next year or two, few will be in a 
position to service loans from the 
Bank". 

Assistance Reduced 

In these circumstances, it is to the 
Bank’s associate, the International 
Development Association, that deve¬ 
loping countries may be expected to 
turn increasingly in future. But the 
IDA could not make up for the 
fall in World Bank lending in 1962- 
63, largely because it had more or 
less exhausted all the resources with 
which it started operations two and 
a half years ago, and efforts to en¬ 
dow it with frvsh funds had borne 
no fruit. As a consequence, deve- 
velopment assistance extended by 
the World Bank group as a whole 
—the developing countries’ princi¬ 
pal source of multilateral assistance 
—was reduced by about $ 300 mil¬ 
lion in 1962-63. 

The new loans made, in 1962-63 
brought the cumulative total of 
Bank loans in the eighteen years of 
its existence to $ 6,9H3 of which $ 
5,425 had been disbursed by June 
30, 1963. Unlike fresh loan com¬ 
mitments, disbursement of bank 
loans in 1962-63 was the highest 
yet recorded, being 8 620 million. 
This was a big jump over the previ¬ 
ous year’s figure of S 485 million. 
In view of the very high level of 
Bank lending between 1957 and 
1962, the sharp rise in the disbuse- 
ments was to be expected. 

Swing Back to U S 

The utilisation pattern of World 
Bank loans had shown a trend of 
sharply increasing purchases from 
Western Europe in the last few years. 
In 1962-63 this trend was reversed 
and out of a total 8 399 million, 

for which details of purchases were 
available, $ 132 million or about a 
third, was spent on imports from the 
United States. This reflects the in¬ 
flationary trend in the countries of 
Western Europe which led to the 
disappearance of their persistent 
trade surpluses of the earlier years. 

The regional distribution of Bank 
loans in 1962-63 was much more 
even than in the previous year when 
Latin America had accounted for 
almost half of all assistance. In 

1962-63 Asia and the Middle East 
1692 


got the largest abate of assistance 

trtth a total of t 179 million (40 
per cent). Latin American coun¬ 
tries got $ 126 million (28 per 
cent), Europe 8 111 million (27 per 
cent) and Africa 8 33 million (8 
per cent). Table 2 classifies all 
World Bank loans up to June 30, 
1962 by purpose and area. 

Purpose-wise, transportation loans 
were the most important in 1962- 
63, accounting for $ 190 million (42 
per cent). Loans for power deve¬ 
lopment totalled 8 124 million (28 
per cent). Loans for transport and 
power thus accounted for 70 per 
per cent of all World Bank assist¬ 
ance in 1962-63 which is in keeping 
with the past pattern. But in recent 
years loans to industry, mainly 
made through selected development 


hanks in die recipient countries, 

fcsve gradually increased and in 
1962-63, they amounted to 8 110 
million, or a fourth of all assistance, 

IneHa is a typical example of a 
country which last year reduced its 
dependence on the Bank for aid and 
turned increasingly to the I D A. 
India received just one loan of # 30 
million for the I C I C I compared 

to five loans totalling $ 145 million 
in 1961-62 which was roughly 17 
per cent of total Bank assistance in 
that year. Details of all World 
Bank loans to India are given in 
Table 3. 

Sources of Funds 

The World Bank’s sources of 
funds for its operations are capital 
subscriptions by members, loans 


Table 2 : World Bank loans Classified by 

(Million $) 


Purpose and Area 


Areas 


Purpose 

3 

o 

Africa 

Asia and 
Middle East 

-2 

3 

< 

! 

Europe 

i 

K 

G 

G’S. 

II 

Sx 

(A) Development 






1 

Loans 

6,488.5 

917 6 

2,354.6 

417.7 

1,057.7 

1,788.8 

(1) Electric Power 

2,396.0 

251.8 

516.3 

120.8 

464 0 

9749 

(2) Transport 

2,260.9 

442.5 

1,022.6 

132.8 

103.4 

5601 

(U Railways 

1,089 8 

274.1 

6005 

373 

2.3 

175.0 

(ill Roads 

741.5 

87.7 

209.0 

50.9 

350 

358.9 

(111) Shipping 

12.0 

— 

— 

— 

12.0 

— 

(iv) Ports and 







Waterways 

296.7 

30.7 

193.5 

— 

46.9 

25.6 

(v) Airlines and 







Airports 

56.9 

— 

56 

44.1 

7.2 

— 

(vi) Pipelines 

' 64.0 

50.0 

140 

— 

— 

— 

(3) Communications 

26.9 

4.4 

— 

— 

0.3 

82.2 

(4) Agriculture and 







Forestry 

528.8 

50.1 

1785 

103 4 

87.8 

100.0 

(1) Farm mechani- 






sation 

121.1 

— 

— 

89 4 

2.0 

28.7 

(ii) Irrigation and 







Flood Control 

330.6 

35.0 

163.9 

6.0 

73.3 

52.4 

(lii) Land Clearance, 






etc 

49,3 

22.1 

13.6 

0.0 

2.1 

5.5 

(lv) Crop Processing 






and Storage 

7.0 

1.0 

— 

— 

4.2 

1.8 

(v) Livestock 







Improvement 

12.6 

1.0 

1.0 

— 

— 

10.6 

(vl) Forestry 

8.2 

- 

— 

2.0 

6.2 

■- 

(5) Industry 

1,128.9 

1200 

562.8 

52.7 

312.2 

81.6 

(i) Iron and 







Steel 

380.3 

— 

314 2 

13.4 

22.7 

30.0 

(li) Paper and Pulp 138.7 

— 

4.2 

1.1 

113,4 

20.0 

(Hi) Fertiliser and 







Other Chemi- 







cals 

82.0 

— 

25.0 

0.3 

56.7 

— 

(lv) Other Industries 97,0 

— 

5,2 

23.7 

888 

9.3 

(vj Mining 

203.5 

101.0 

54.5 

11.2 

11.0 

21.8 

(vi) Water Supply 

2.0 

— 

— 

— 

2.0 

— 

(vii) Development 







Banks 

225.4 

10,0 

159.2 

-- 

46.7 

0.6 

(6) General 

205.0 

40.0 

75.0 

— 

90.0 

— 

B) Reconstruction 







Loans 

496.7 

— 

— 

— 

496.7 

—* 

C) Grand Total 







lA+B) 

6,983.2 

817.6 

2,354.6 

417.7 

1,554.5 

1,738.8 
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"*pSfcd in the ootid’s coital 
Bfit/Aad 'hat earning*. In addition, 
rides to investor* of Joahs nudfchy 
' die Bank and repayment of loan*, 
VMle tim represent only' the «• 

oovery of funds originally derived 
;frptn 'on? of the above sources, 
have the same effect since they 
reduce the vpluine of additional 
funds the Bank has to obtain to 
sustain a given volume of fresh 
lending, 

A significant feature ,of the World 
Bank’s operations in recent years 
bos been the broadening of (he 
sources from which the Bank draws 
funds for operations. In the imme¬ 
diate post-war years the Bank had 
to depend on the United States lor 
almost all its resources. Thus the 
U S capital subscription of $ 635 
million was the first, to be made 
freely available to the Bank for 


SsaaSariy, tba Bank’s 
first borrowing wt* the tale ip 194? 
of I 250 million worth of bonds in 
' the United. States. But the econo¬ 
mic recovery of other' countries, 
^particularly the countries of West¬ 
ern Europe, has led to the widening 
of international support for die 
Bank’s operations. These countries 
have increasingly made thdr capi¬ 
tal subscriptions available for lend¬ 
ing, mostly on a convertible basis. 
At the same time, the market for 
bonds issued by the Bank has . also 
widened. Thus new loans raised 
in 1962-63 were all outside the 
United States. But since the Bank 
was in a liquid position, fresh bor¬ 
rowing' was limited and was just 
enough to offset maturing issues 
end redemptions. In fact, the Bank’s 
total funded debt declined margi¬ 
nally by $ 2 million to $ 2,519 

Table 5 , World Bank Loans to India 

(Up to June 30, 1963)’ 


*f W i8#> * ■ Wwtwviw S «. 

*- •* 

' . *. . * 

■'<?l ►i'b*" I Lojr_ o. ..- . - „ 1 k «, h C 

miriksa- during the year. 

An knportaat factor contributing 
to the Baak’s liquid position fit ft#’ 
continued high level of sales of 
part# of the Bank’s loans to other 
investees. Such sales, which am¬ 
ounted to S 213 million in 1962-63, 
have replenished the Bank’s funds 
by over # 1,000 million in the last 
fouryetrs. Of the cumulative total 
of World Bank loans of $ 6,983 
million, over f 1,600 million has 
been add to other investors. Repay- 
merits amount to about $ 600 million 
so that the total of lottos held by 
the Bank stood at t 4,712 million 
on June 30, 1963, yC' 

The Bank has also been tdde to 
build up substantial reserves out of 
its earnings over the years. Iti 
1962-63 net earnings (exclusive of 
receipts from the 1 per cent annual 


Purpose 


1 

-5 



Loans Sold or Agreed _ 
g** to be Sold by 'Bank 2 ** 

■ 111 !h 

nSjjrll 


Total 

Sales 


Portion 

Matured 


1 (Million ?. (Million 


JLLL 


Public Sector 
Railways I 
Agriculture 
Power (DVC I) 

Power , (DVC II) 

. Air-India International 
Railways IX 
Railways III 
Railways IV 
Railways V 
Madras Port 
Calcutta Port I 
Power (DVC III» 
Railways yi 
Power (Koyna) 
Railways VII 
Railways VIII 
Calcutta Port II 
Railways, IX 

Private Sector 

Industry (IISCO I) 
Power (Tata Group I)’ 
Industry (ICICI I) 
Industry (TISCO I) 
Industry (IISCO II) 
Power (Tata Group II) 
Industry (TISCO U) 
Industry (ICICI II) 
Industry (ICICI III) 
Coal 

Coal (IISCO III) 

, Industry (igiCI IV) 
Industry (ICICI V) 

w 


*■■■**►■ 

ft* 

\ 

**. 

,' i 

# d/'Uyw.f 
1 ' ,'VJhi 


l 

, » 


1 V'M 
k, iuw 



(2) 

(»)... 

(4) 

(5.) 

(6) 

_J?>L 

' ' (8) 

(9) 

(10) 

_J!i> 

■ ...Vr- 

18. 8.49 

' 1950-64 

4 

34.0 

1.2 

9.17 

17.74 

16.56 

5.89 

32.8 

‘ M'V 

29. 9.49 

1950-64 

3/a 

, 10.0 

2.8 

7.8 

'4.94 

4.94 

__ 

7.2 : 


18. 4.50 

1955-70 

4 

18.5 

1.78 

1.48 

5.87 

5.39 

. 9.37 

16.72 

- '•’V 

23. 1.53 

1956-77 

4K 

19.5 

9,0 

1.43 

0.85 

0.51 

8.23 

104 

r 

5. 3.57 

1963-65 

5/s 

5.6 

— 

-- 

_» 

_„ _ 

5.6 

5.6 

Ml.,, 

12. 7.57 

1961,72 

5H 

24.0 

—. 

1.53 


’ _. 

22.47 

24.0 

1 ' i 

12. 7.57 

1961-72 

5ft 

19,11 

—. 

1.22 


_ 

17.89 

19; 11 

* 

12. 7.57 

1961-72 

5J4 

11.2 

— 

0.72 

— 

_ 

10.48 

11.2 


12 7.57 

1961-72 

5* 

35.7 

-* 

2.28 

0.49 

_ 

32.93 

35.7 , 

j, 

25- 6.58 

1963-78 

5'/u 

14.0 

• — 


0.59 


13.41 

5.4 

, 

25. 6.58 

1963-78 

5 /a 

29.0 

— 

-- 

1.11 

( - 

27.89 

15,16 

• ,n 

23. 7.58 

1961-78 

SH 

25.0 

3.0 

0.55 

0,31 

0.26 

21.14 

19.36 

■ 

16. 9.58 

1963-79 

5/4 

85.0 

.- 


3.62 

' __* 

81.38 

85.0 


8, 4.59 

1965-84 

5/4 

25.0 

6.3 

-4 

- 


18.70 

12.11 

i 1 'i 

15. 7.59 

1963-79 

6 

50.0 

— 

-- 

3.76 

- 

46.24 

50.0 


29. 7.60 

1964-80 

544 

70.0 

— 

_ , 

2.05 

- r 

67.95 

70.0 


17. 8.61 

1966-86 

594 

21.0 

— 

-- 

1.09 


19.91 

0.1 

i^i 

, 13.1,0.61 

1965-81 

5/4 

50.0 

-- 

• — 

1 18 

— 

48.83 

9.16 

' 

18.12.52 

1959-67 

4/4 

31.5 

2.3 

8.72 

0.7 

0.7 

19.78 

29.2 


19.11.54 

1958-74 

494 

6.2 

2.3 

1.27 

1,36 

1.36 

11.27 

13.35 


14. 3.53 

1961-69 

4H 

10.0 

— 

1.49 

— 

— 

8.54 

941 ■ 

, 

26. 6.56 

1959-71 

4/4 

.75.0 

— 

12.64 

3.06 

2.36 

59.31 

75.0 


19.12.56 

1960-67 

5 

20.0 

— 

4.39 

1.03 

1.03 

14.58 

19.61 


29. 5.57 

1960-75 

594 

9.8 

— 

1.07 

— 

_ 

, 8.73 

9.26 


20.11.57 

1960-71 

6 

32.5 

— 

_ 

15.0 

12.0 

17.5 

32.5 


15. 7.59 

1962-69 


10.0 

_ 

_' 

— 

— 

10.0 

4,81 

' ,/ 

28.10.60 

1963-70 

_* 

20,0 

— 

— 


— 

20.0 

3.7 

■ia 

9. 8.61 

1966-76 

5/4 

35.0 

. —M 

_ 

0.88 

_ 

34.13 

—' ; 

/ ' 

22,12.61 

1967-74 

5/* 

15.5 

w— 


—. 


_ 



28. 2.62 

1977 

» 

20.0 

__ 

—— 

_ - 

_i 

20.0 

—U 


5. 6.63 

Not fixed 

_• ' 

30.0 

—W 

- -i 

' _ 



—_ 





8ia.ii 

£8.61 

50.18 

85.82 

46JU 

862.18 

825.91 



The interest rate on these loans was not fixed at the time the loans were signed; Interest rate will be fitted for each part 
of the loan at the Bank’s current rate when k is committed for a specific project. 
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commission payable <m aH iotha, 
the proceeds or which can be used 
only to meet liabilities of the Bank 
in case of default) were $ 83 milli¬ 
on, an increase of t 13 million 
over the previous year and the 
highest achieved so far. The total 
of reserves which can be drawn 
upon to finance new loans now 
amounts to $ 558 million. t , 

In view of its ability to sell large 
chunks of its loans to other investors 


Idd to rai» frwh fends from the 
capital markets, it does not appear 
likely that the World Bank will in 
the foreseeable future - be handi¬ 
capped by shortage erf resources. 
However, -the means on which it 
depends to raise resources dictate 
that the Bank’s loans will continue 
to be "hard" — of relatively short 
maturities and carrying commercial 
rates of interest. It is tfte limited 
ability of the developing countries 


to borrow on thete terras which will 
aeally restrict the scope of,the 
Bank's activities in future;, - 

International Development 
Association 

In 1962-63, the second full year 
of its operations, the IDA near, 
!y doubled its assistance compared 
to the previous year. New loans 
amounted to $ 260 million as 
against S 134 million in 1961-62. 


One of the fastest growing 
genera! insurance companies in India 

MADRAS MOTOR & 
GENERAL INSURANCE 
COMPANY LIMITED 

The stability of s general Insurance company depends 
upon the continued patronage of its clients. The ability 
_ to expand the field of activities and serve new clients 

■ I RE sets the pace of Its growth. 

■ The swift and steady growth of Madras Motor & General 
Insurance Company Limited Indicates that it possesses 
both these qualities in ample measure. 
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MARINE 




1960 1961 1962 


1962 Rupees in Lakhs 

Paid-up Capital 30.00 fljB 

Reserves 23.16 Hflj 

Insurance Funds 36.22 

Total Assets 136.38 iggo 1961 1962 

Gross Premiums 84.99 L.. ■■ ■ 

MADRAS MOTOR A GENERAL INSURANCE COMPANY LIMITED 

Registered Office: 52 Peters Road, Royapettah, Madras-14. 

Post Box No. 671-Telephone 86551 (3 lines) (Member of TVS Group) g 

Branches: Bangalore-Bombay-Calcutta-Coimbatore-Madurai jj 

Nellore-Salem-Secunderabad-Tiruchirapalll-Tirunelveli-Vellore i 

"" Vyayawada. Sub-branches: Davangere-Mangaiore-Trivandrum-Vlsakhapatnam | 

London Agents; M/S. MUIR BEDDAL BODA & CO. LTD.. 37 Gracechyrch Street, London. E.C. 3 
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! IlS3Si was once again the principal 
beneficiary of I D A assistance, re¬ 
ceiving $ 17E| ariljion or 68 per cent 
of the total. Table 4 summarises 
IDA loans so far, while details of 

assistance to India are given in 
Table 5. It will be seen that India 
has received over 60 per cent of all 
I B A loans so far. 

AH IDA loans have been made 
on identical terms. They are repay¬ 
able in foreign exchange over SO 
years, free of interest. In each case 
there is a ten year period of grace, 
following which 1 per cent per Jan-, 
num is repayable over the next 10 
years and 3 per cent in each of the 
final ten years. To mm the IDA’s 
administrative costs, a service charge 
of 0.75 per cent is payable on 
amounts withdrawn and outstanding. 

Though IDA’s assistance in 1962- 
63 showed a sizeable increase over 
the previous year, the Association 
was throughout haunted by the spec¬ 
tre of fast-depleting resources. The 
initial subscriptions to IDA includ¬ 
ed about $ 765 million in freely 
convertible currencies, to be paid 
over a five-year period and to be 
available for commitment by the 
IDA in its first five years of opera¬ 
tions. This amount has since been 
raised to $ 775 million by a supple¬ 
mentary contribution by Sweden. 
Of this $ 495 million had been 
committed in development loans by ~ 
the end of 1962-63, leaving a ba¬ 
lance of about $ 280 million. The 
amount available for fresh commit¬ 


—'will: available to; Ihe ’IDA. 

Under the circumstances, its resour¬ 
ces can be augmented only through 
supplementary contributions by fine 
developed member cduntries, These 
countries have now agreed to moke 
available, to the IDA an additional 
$ 750 million in freely convertible 
currencies which would be available 
for commitment up to at least the 
end of 1965-66. Payment would be 
made in three annual instalment* of 
$ 250 million each, the first instal¬ 
ment being due in November 1965. 
The additional contributions which 
each country has committed, sub¬ 
ject to legislative authorisation, art- 
given below : 


Country 

$ Million 

Australia 

19.8 

Austria 

5,6 

Belgium 

163 

Canada 

41.7 

Denmark 

7.5 

Finland 

2.3 

France 

61.9 

Germany 

72 6 

Italy 

30.0 

Japan 

41.3 

Luxembourg 

0.8 

Netherlands 

16.5 

Norway 

6.6 

South Africa 

4.0 

Sweden 

. 15.0 

U K 

96.6 

USA 

312.0 

Total 

750.0 


Table 5 i IDA 

(Up to June 


The' * additional contrihatlon of >■, 
t 750 million together with the ha-' 
lance of $ 190 million with which 
the IDA ended 2962-63, will enable, 
the Association to commit on an 
average about S 315 million, per 
year during the next three years. It 
hardly needs emphasis that this is 
likely to be far short of the develop¬ 
ing countries* demands on the IDA. 

The search for additional resource* 
for the IDA will, therefore, be a 
continuing one and its success will 
depend ultimately on a shift in em¬ 
phasis by the aid-giving countries 
from bilateral to multi-lateral aid. 
Table 4 1 Summary of Loan* by IDA 
{Up to Jun* 30, 1963) 

Country Total 

Assistance Disbursements 



($ Million) 


Chile 

19.0 

2,5 

Taiwan 

13.3 

4.5 

OolamtKy 

195 

4.1 

Costa Rica 

5.5 

0,1 

El Salvador 

8.0 

1.0 

Ethiopia 

13.5 

— 

Haiti 

0.4 

0.3 

Honduras 

9.0 

2.4 

India 

300.0 

18.5 

Jordan 

2.0 

0.3 

S Korea 

14.0 

0.2 

Nicaragua 

3.0 

— 

Pakistan 

32.5 

0 6 

Paraguay 

6.0 

0.1 

Sudan 

13.0 

2.8 

Tunisia 

5.0 

.. 

Turkey 

26.7 

0,3 

Swaziland 

2.8 

2.1 

Total 

495.2 

68.4 


Loans to India 

30, 1963) 

o 


ments is. however, considerably less 
than this balance since loans amo¬ 
unting to $ 102.5 million which 
were to be extended to Pakistan in 

1962- 63 yet remain to he negotiated. 
On the other hand. [DA assistance 
to India in 1962-63 included 8 15 
million which should be attributed 
to the year 1963-64. The net pflect 
of these two adjustments is Ip. re¬ 
duce the IDA’s uncommitted re¬ 
sources at the beginning of the cur¬ 
rent fiscal year to $ 193 million. 

Search for Fund* 

Obviously then the IDA will need 
additional resources if it is to main¬ 
tain the level of its operations in 

1963- 64, let alone expand it. In view 
of the ‘soft’ terms on which its loans 
are made, neither of the methods 
adopted by the World Bank to aug¬ 
ment its resources — issue of bonds 
and sale of loans to other Investors 


Purpose 

Date of 
Agreement 

Maturities 

Service Gharg 
(Per cent 
per annum) 

Principal 
Amount 
(S Million) 

Principal 
Amount 
Disbursed 
{$ MillionJ 

Transport (Highway 
Construction) 

2! 661 

1971-2011 

0.75 

60.0 

3.89 

l ube Well Irrigation 

6.10.61 

1971-2011 

0.75 

6.0 

_ 


Shetrunji Irrigation 

Project 

22.11.61 

1972-2011 

0.75 

4.5 

0.45 

Salandi Irrigation Project 

22.11.61 

1972-2011 

0.75 

8 0 

0.48 

Flood Protection and 
Drainage in Punjab . 

22.11.61 

1972-2011 

. 0,75 

10.0 

1.84 

Durgapur Power 

Extension 

14, 2-62 

1972-2012 

0.75 

IB. 5 



Sone Irrigation Project 

29. 6,62 

1973-2012 

0.75 

15 0 

_ 


Puma Irrigation Project 

18. 7 62 

1973-2012 

0.75 

13.0 

2.7 


Koyna Power Project 

8. 8.62 

1973-2012 

0.75 

17.5 



Bombay Port Project 

14.10 62 

1973-2012 

0.75 

18.0 

2.1 


Telecommunications 

14,1062 

1973-2012 

0.75 

42.0 

2.1 


Railways 

22. 3.63 

1973-2012 

0.75 

67.5 

14 8 


Kothagudam Power - 
Project 

24. 5.63 

1973-2013 

0.75 

20.0* 



Total 




300.0 

48.3 



* Agreements providing these credits have been signed but the credits do not 
become effective and disbursements cannot start until certain formalities, de- 
sited by the I D A, are completed. 
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'T’HE following is the Speech deli* 
X vered by Shri K P Mathrani, 
ICS, Chairman, Industrial Finance 
, Corporation of India, at the Fif¬ 
teenth Annual General Meeting of 
the Corporation held on Septem¬ 
ber 30, 1963: 

Gentlemen. 

I have great pleasure in welcoming 
you to this Annual General Meet¬ 
ing of the shareholders of the Cor¬ 
poration and placing before you 
the Fifteenth Annual Report of the 
Board of Directors and the Accounts 
of the Corporation for the year end¬ 
ed the 30th June '1963. Printed 
copies of the Report have been cir¬ 
culated to the shareholders and I 
shall, with your permission, take 
the Report as read. 

With the close of the year, the 
Corporation completed the fifteenth 
year of its service to Indian indus¬ 
try. As the shareholders are aware, 
the Corporation was established on 
the 1st July 1948, ie during the 
very first year of our Independence. 
The activities of the Corporation, 
therefore, reflect to some extent, the 
results of the efforts since Inde¬ 
pendence to establish a sound in¬ 
dustrial base for developing the 
economy of the country, particular¬ 
ly in the private sector. Starting 
from a modest beginning, the acti- 

, vities of the Corporation have pro¬ 
gressively increased both in scope 
and in magnitude. Apart from rupee 
loans, which still constitute the 
major part of its operations, the 
Corporation now sanctions loans in 
foreign currencies, gives guarantees 
in respect of deferred payments and 
foreign loans and has, in addition, 
during the last few years, ventured 
forth into promotional activities, 
such as underwriting of public is¬ 
sues in the form of equity and pre¬ 
ference shares and debentures and 
also direct subscription to such is¬ 
sues. The Corporation has thus gra¬ 
dually been assuming the role and 
functions of a development bank 
and not merely a lending institution. 

• In Order to project these widen¬ 
ing activities of the Corporation, 

"• the form of presentation of the 

. . 
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Annual Report has been, suitably 
altered to give a complete picture 
of the total financial assistance ap¬ 
proved and disbursed by the Cor- 
. poration instead of confining the 
statistics only to the loans sanction¬ 
ed, as has been the practice jn the 
past. The appendices, therefore, 
contain combined statistics of .all 
forms of assistance. Another notable 
feature of this year's Report, is that 
statistics in the appendices to the 
Report have been prepared on the 
basis of net sanctions, ie exclusive 
of the figures relating to the facili¬ 
ties approved by the Corporation 
which were subsequently not availed 
of-by the applicant concerns or were 
cancelled or withdrawn by the Cor¬ 
poration for various reasons. 

Total Assistance 

During the 15 years of its ex¬ 
istence, the Corporation has sanc¬ 
tioned gross financial assistance of 
the order of Rs 202.7 crores. The 
net amount of the financial facili¬ 
ties approved during this period, 
after accounting for cancellations 
and withdrawals aggregating Rs 
38.37 crores, totalled Rs 164.33 
crores, made up of rupee loans of 
Rs 118.39 crores, foreign currency 
loans of Rs 9.29 crores, underwrit¬ 
ings and direct subscriptions of Rs 
9.48 crores and guarantees to the 
extent of Rs 27.17 crores. As 
against the facilities sanctioned, as¬ 
sistance of the order of Rs 102.57 
crores had been disbursed or made 
available till the 30th June 1963 
and the assistance outstanding on 
that date, after accounting for re¬ 
payments, aggregated Rs 78.92 
crores. 

While the figures of total assist¬ 
ance rendered by the Corporation 
are impressive enough, they do not 
tell the whole tale. Even more note¬ 
worthy is the total cost of the pro¬ 
jects which have come to fruition 
because of IFC assistance; this is 
estimated at Rs 433 crores i e rough¬ 
ly 30% of the total net investment 
in the organised industries in the 
private sector since Independence. 
Viewed in this light, I.F.C. may be 
said to have played not an inaignifi* 


cant part in . developing die indus¬ 
trial economy of the country in the 
private sector. With the contribu¬ 
tion it has already made’ the ex¬ 
perience it., has gained and the re¬ 
serves it has built up, the Corpo¬ 
ration now stands poised t<y assume 
larger and more positive responsi¬ 
bilities envisaged by the Finance 
Minister in his statement in the par¬ 
liament on the 6th September 1963. 

Satisfactory Year 

Turning to the year under review, 
it has been a particularly satiafac- - 
tory one in every respect —from 
the point of view of the variety and! 
magnitude of the. assistance sanc¬ 
tioned and disbursed, the working 
results, the areas and regions assist¬ 
ed and the clientele served and the 
nature of industries financed. 
During the year the Corporation 
sanctioned financial facilities of the. 
order of Rs 40.14 crores made up 
of loans aggregating Rs 22.61 crores, 
underwritings and direct subscrip 
tions amounting to Rs 5.19 crores 
and guarantees of deferred pay¬ 
ments and foreign loans totalling 
Rs 12.34 crores. The assistance dis¬ 
bursed or made available during 
the year was of the order of Rs 
22.43 crores, out of which the cash 
out-goings amounted to Rs 18.1 
crores. The figures of both the sanc¬ 
tions and disbursements are the 
highest in any one year since the 
inception of the Corporation, being 
almost twice the corresponding 
figures of the previous year. 

Our gross income for the year 
was Rs 394.72 lacs which shows an 
increase of Rs 90.54 lacs i e almost 
30% over the previous year’s figure- 
The gross profit of Rs 167.26 lakhs 
for me year, subject to provision 
for taxation, is higher than that of 
the previous year by about Rs 37 
lacs. After providing a sum of Rs 
84.95 lakhs towards taxation, includ¬ 
ing Rs 5.76 lakhs towards super¬ 
tax for the years ended the 30th 
June 1962 and the 30th June 1963, 
the net profit for the year comes 
to Rs 82.67 lacs. These result* 
could be regarded as satisfactory 
and satisfying. 
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■ Out of the current year’s profits 
'[% toh of Rs 30 lakhs has been 
transferred to the General Reserve 
fund Which now stands at Rs 166.08 
lakhs. In addition Rs 17.60 lakhs 
have been appropriated to the Spe¬ 
cial Reserve Fund under Section 
56(1) (viii) of the Income-tax Act, 
1961. We have further transferred a 
sunt of Rs 15.82 lakhs to the Spe¬ 
cial Reserve Fund under Super 
Profits Tax Act, 1963. With these 
appropriations, the reserves now 
total Rs 3 crores as against the 
paid-up capital of Rs 7 crores. ’ 

The Corporation did not have to 
make any further provisions towards 
the reserve for bad and doubtful 
debts, the balance in which now 
stands at Rs 14.47 lakhs. The ex¬ 
isting provision relates largely to 
three very old accounts, action in 
regard to which is in progress. It 
is hoped that the bulk of these will 
be cleared or regularised during 
the course of the current year. Apart 
from these, our borrowers hate, with 
rare exceptions, been prompt and 
punctual in the payment of our 
dues. Some of the old arrears of 
principal have been cleared and the 
percentage of defaults in the repay¬ 
ment of the instalments of princi¬ 
pal has come down further from 

1.24% to 0.87%. It is a matter of 
some satisfaction that one of ’the 
concerns which was in arrears for 
some time past has now been leased 
out to enable liquidation of the 
account in an orderly manner. 

I am glad to inform you that' as 
envisaged in my last year’s Speech, 
the balance of Rs 18 lakhs in res¬ 
pect of the subvention availed of 
by the Corporation from Govern¬ 
ment for paying the minimum gua¬ 
ranteed dividend was repaid during 
the year and thus the statutory lia¬ 
bility in this regard stands com¬ 
pletely discharged. A provision of 
Rs 19.25 lakhs has been made in 
this year’s accounts towards the pay¬ 
ment of guaranteed dividend at 
2|% per annum in respect of the 
original issue of share capital of 
Rs 5 crores and 4% per annum in 
respect of the additional issue of 
Rs 2 crores made in March 1962, 
1 am conscious of the fact that the 
present position in regard to the 
dividend in respect of the first issue 
is somewhat anomalous and T 
hope that a satisfactory solution of 
this problem will be found when 


ajhithdmcntk «re made to the !.?.€. 
Act.- ’<■ ' 

Promotional Activities 

As 1 have mentioned earlier, the 
promotional nature of l.F.C/s acti¬ 
vities has been progressively in¬ 
creasing in the last few years. 
During the year under review, we 
approved 18 proposals for under¬ 
writing of an aggregate amount of 
Rs 3.37 crores — Rs 1.52 crores in 
respect of equity shares, Rs 17 
lakhs for preference shares and Rs 
1.68 crores in regard to debentures. 
In a number of cases, the Corpora¬ 
tion has sanctioned ■ underwriting 
facilities in conjunction with loans 
as also other facilities for substan¬ 
tial amounts. A notable underwrit¬ 
ing undertaken by us during the 
year was in respect of tile 6£% 
debenture stock 1968-77 of the Oil 
India Ltd., where we acted jointly 
with a consortium consisting of the 
Life Insurance Corporation ol 
India, the State Bank of India and 
its subsidiaries, the Industrial credit 
and Investment Corporation of India 
Ltd., and certain leading commer¬ 
cial hanks, insurance companies and 
share brokers. The Corporation 
underwrote the stock to the extent 
of 11s 1.68 crores and in addition 
subscribed directly to the extent of 
Rs 1.82 crores. 

As you are, no doubt, aware, 
the Corporation did not entrr under¬ 
writing business till December 1956 
after it had acquired adequate ex¬ 
perience of other activities and had 
also built up some reserves. Since 
then, we have progressively increas¬ 
ed our operations in this field and 
have uptodate given net sanctions 
in 42 cases to the extent of Rs 7.66 
crores. During this period 28 is¬ 
sues involving a commitment on 
our part of Rs 6.25 crores were 
actually placed on the market and 
shares and debentures worth Rs 
4.51 crores developed on the Cor¬ 
poration as a result of these ope¬ 
rations. The proportion of the shares 
and debentures whirh have devolv¬ 
ed on the Corporation as a result 
of its underwriting commitments is 
no doubt, quite large, but. as you 
will appreciate, this is due mainly, 
to the condition of the capital mar¬ 
ket. The projects assisted by us arc 
however basically sound and viable 
and we have every reason to hope 
that after they have gone into pro¬ 
duction they will give us adequate 
return. 


; The aepnsBJed state hfjiJw'.'hiuriket, 
particularly during the last few 
months, is obviously, a matter of 
concern to us and as you will have 
seen from the press reports, this 
question has been a subject of con¬ 
sultation between the Central Gov¬ 
ernment, the Reserve Bank of India 
and tire institutions concerned. It is 
our jeeling that this is a temporary 
phase which need not hold up the 
industrial development of the coun¬ 
try. Wc. propose to continue to play 
our part in the fulfilment of the 
Plan targets in respect of industrial 
development in collaboration with 
other sister institutions. We shall, 
naturally, review our policy in this 
regard from time to time in the 
light of the conditions that may 
develop. 

Foreign Currency Resource* 

Whereas the hulk of our lending 
operations continue to he in rupees, 
the number of sub-loans in foreign 
currencies has been on the increase. 
L’pto the 30th June 1963, the Cor¬ 
poration had approved sub-loans in 
foreign currencies for a net amount 
equivalent to Rs 9.29 crores. Out 
of the two loans of 30 million 
dollars sanctioned to the Corpora¬ 
tion by the Agency for International 
Development (AID) of the United 
States of America, the Corporation 
had committed itself to a sum of 
$14.85 million (Rs 7.07 crores). 
We have a number of pending ap¬ 
plications as also enquiries with us 
aid we therefore propose approach¬ 
ing the AID through Government 
for a further allocation. We are also 
committed to a sum of DM 12.2b 
million (Rs 1.5 crores) out of the 
two D M lines of credit aggregating 
DM 10million. The demands made 
on us for sub-loans from the West 
German credits are particularly 
numerous and we hope that these 
credits will be further supplemented 
in the near future. 

During the year under review 
the Corporation was also sanctioned 
a line of credit from the Banque 
Fiancaise du Commerce Exteriur, 
Paris (commonly known as BFCE) 
to the extent of 50 million Francs 
for financing the import of capital 
goods mainly from France and the 
relative protocol was signed in 
October 1962. A sum of 6.67 mi I i ion 
Francs out of this, credit has al¬ 
ready been committed. A beginning 
in the sanction of sub-loans in Japa¬ 
nese Yen equivalent to U.S. $ 0.25 
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million out pi the amount alloetited 
to u* by the Central Govermnent 
last year ha* also been made (hiring 
the year. 

With the above addition* in 
foreign currency resources, the Cor¬ 
poration hopes to meet the foreign 
exchange requirements of its borrow¬ 
ers on a larger scale. However, in 
View of the fact that except for tile 
West German credit, other credits 
are tied to purchases in the respec¬ 
tive countries, the gap in our re¬ 
sources of a substantial line of cre¬ 
dit in convertible currencies re¬ 
mains to be bridged. I hope that 
with the good offices of the Central 
Government this vital need of the 
Corporation will be met in the lar¬ 
ger interests of the Indian industry. 

Distribution of Assistance 

Apart from the quafltum of assist¬ 
ance rendered by the Corporation 
during the year, its distribution is 
of some importance. For some years 
past, sugar industry has been the 
largest single recipient of our as¬ 
sistance. During the last year, how¬ 
ever, the position has changed and 
non-ferrous metals industry — prin¬ 
cipally aluminium—was sanctioned 
the largest quantum of assistance, 
namely 16.8% followed by textiles 
(15.2%), sugar (15.1%) and basic 
chemicals (10.9%). While consi¬ 
dering requests for assistance we 
have shown particular sympathy to 
projects enjoying high priority which 
will help to fill the vital gaps in 
the industrial economy of the coun¬ 
try. Accordingly, we agreed to as¬ 
sist « small project for the manu¬ 
facture of glass-lined equipment for 
use in chemical industry, a scheme 
for the manufacture of tyre bead 
wires, a project for the manufac¬ 
ture of malleable iron pipes and 
fittings, a unit for the manufacture 
of gelatine, a scheme for the manu¬ 
facture of injection moulding ma¬ 
chines and moulds and an alloy 
steel project of the capacity of 
25,000 tons per year. In most of 
these cases, the parties have been 
able to secure dependable foreign 
collaboration and know-how. 

The distribution ■ of our assistance 
according to States has also shown 
a departure from the pattern ob¬ 
taining in the previous years. While 
in the past Maharashtra led the list 
of pur beneficiaries, during the 
current year that distinction goes 
to Madras State which was sane- 
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tioned 49.4% of the total assistance 
followed by : Maharashtra, Assam 
and Mysore, Uttar Pradesh, Orissa 
and' Punjab have als6, claimed a 
sizeable, proportion of our sanctions 
during the year. Thus, in conson¬ 
ance with the Government direc¬ 
tive, a larger proportion of our 
assistance is being availed of by 
the less developed parts of the 
country. 

Industrial Cooperative* 

As -in the past, the Corporation 
has paid particular attention to in- 
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dustrial co-operative*. The net finan¬ 
cial assistance approved by the Cor¬ 
poration upto the 30th June 1963 
to this sector of industrial economy 
amounted to Rs 36.86 crores repre¬ 
senting about 22% of the total sanc¬ 
tions by the Corporation. This as¬ 
sistance has been sanctioned to fifty 
sugar factories, three spinning mills 
and one unit engaged in the extrac¬ 
tion of vegetable oil. These co¬ 
operatives, I am glad to say, have 
been meeting their obligations to 
the Corporation in time. 

An interesting feature of the ope¬ 
rations of the Corporation during 
the recent years has been the pro¬ 
gressively smaller number of requ¬ 
ests which have been finally turned 
down. During the year under re¬ 
view apart' from one, request for 
underwriting, no application was 
finally rejected by the Corporation. 
Credit for this goes partly to the 
entrepreneurs who have been bestow, 
ing greater care to the preparation 
of their projects and have been fur¬ 
nishing the information and data re¬ 
quired by the Corporation for pro¬ 
cessing the requests. But this also 
reflects the constructive approach of 
the Corporation in considering these 
requests. Very few of the applica¬ 
tions received by us are complete 
in all details and much work on 
them is necessary before they are 
considered acceptable. During the 
course of our examination it has 
been our aim to help the prospec¬ 
tive entrepreneurs suitably to modi¬ 
fy their schemes, where necessary, 
so as to make them financially and 
technically viable. This lias been 
facilitated by the setting up of a 
technical organisation within the 
Corporation and by our utilising 
the services of the Technological 
Consultancy Bureau of the National 
Industrial Development Corporation 
Ltd. The parties are thus assured 


of *uimi tinanciaiewsd 
vice, and are in. t it- 

vamp. their schemes , to the mutual 
advantage of themselves Btifj tfc* 
Corporation. This may -sometimes 
give, rise to complaints .of delays. 
We have, however, found that the 
time spent in careful examination 
at that stage leads to more expedi¬ 
tious completion of the projects and 
their successful operation in the 
long run. '/'t' 

At the last Armual CeneM Meet¬ 
ing 1 informed die shareholders that 
the Corporation bad entered- the 
market for the issue of bond* for 
Rs 6 crores at 44% p a. at an issue 
price of Rs 99.50. The issup'.was 
fully subscribed. I take this oppor¬ 
tunity of. thanking the shareholders 
and other investors for their sup¬ 
port in making the issue 'a success. 
The Corporation has also, since, the 
1st January 1963, taken over the 
management of the bonds which 
hitherto was entrusted to the Reserve 
Rank of India. 

Disbursements 

It might be of interest to you to 
know that the total amount of dis¬ 
bursements so far in cash in res¬ 
pect of loans sanctioned and shares 
and debentures subscribed to or 
taken up by the Corporation as a 
part Of its underwriting commit¬ 
ments aggregated Rs 87.79 crores. 
These have been financed to the 
extent of Ks 22.62 crores out of 
the repayments of loans to the Cor¬ 
poration, Rs 24.75 crores from bor¬ 
rowings from the Central • Govern¬ 
ment, Rs 28 24 crores from borrow¬ 
ings froni the market by issue of 
bonds. Rs 2.18 crores from the 
foreign credits and the balance of 
Rs 10 crores from the paid-up capi¬ 
tal and reserves. It will thus be 
Seen that disbursements have been 
financed from the internal resources 
(including share capital) of the 
Corporation to the extent of about 
37% and from borrowings from the 
market to the extent of 32%; the 
balance of about 31% coming from 
Government and foreign loans. 

Until last year the Corporation 
ased. to levy a small premium for 
premature repayment of loans by 
the borrower concerns whether from 
the accumulated profits » or from 
additional share capital * or from 
other sources, This policy haa been 
reconsidered and with a view to en¬ 
couraging the borrowers to repay 
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mnn, She' levy of premium in such 
.c*B$s ' fcas ‘ been completely with¬ 
drawn. Further the payment of j>ra- 
tnhlm In respect of premature re¬ 
payments made from ether sources 
•fe llso been suspended for a pe¬ 
riod of two years with effect from 
the 1 st July 1963. The system of 
levy of commitment charges Juts 
4 U 0 been rationalised. Until recent-' 
ty commitment charges were reco¬ 
vered lor latt execution of mort¬ 
gage documents and for non-drawal 
of loan amount according to sche¬ 
dule. A deposit for ensuring the 
utilisation of the facility sanctioned 
Was also required. These have been 
replaced by a single commitment 
charge levied at 1 % on the amount 
of Joan not availed of, calculated 
from the date of acceptance of terms 
and conditions by the borrower con¬ 
cerns. The revised basis for the 
levy of commitment charge is in 
line with the practice followed by 
ether lorfg-term lending institutions. 

Collaboration with Other Institutions 

We have continued to act in close 
collaboration with other sister insti¬ 
tutions such as the Life Insurance 
Cornoratjon of India, the Industrial 
Credit and Investment Corporation 
of India Ltd. and the State Bank 
Of India and have financed some of 
the bigger projects in partnership 
with them. In respect of one project, 
we have worked jointly with the 
International Finance Corporation, 
Washington and the Industrial Cre¬ 
dit and Investment Corporation of 
India Ltd. to assist in the setting 
up of an alloy steel plant. Our asso¬ 
ciation with commercial banks has 
„ also become closer. Such joint cob 
laboration with other institu lions 
and banks helps not only in bring¬ 
ing to fruition large projects which 
are essential for the economy of 
the country, but also in the ex¬ 
change of ideas and the sharing of 
rides. I am grateful to these insti¬ 
tutions and banks for the co-opera¬ 
tion and Consideration they are 
showing to us at every stage. 

Our relations with various Cham¬ 
bers of Commerce and our borrow¬ 
er concerns continue to be cordial. 
We deeply appreciate the construc¬ 
tive suggestions that they have made 
from time to time for improving 
Our service to our beneficiaries. 

■ Our practice of appointing non- 
Officials on thp Boards of our bor- 
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rower concerns has proved -fruitful 
and Ve have benefitted much front 
their advice and assistance. I take 
this opportunity to thank them On 
behalf of the Board of Directors, 
for the keen interest they have taken 
in their work. 1 should also like to 
convey bur thanks to the members 
of our Advisory Committees for the 
able and objective assistance they 
have given to the Corporation. 

. Our appreciation and thanks are 
due to the United States of America 
Agency for International Develop¬ 
ment with whom our relations have 
been very cordial. We are also grate, 
ful to Kreditanstalt Fur Wiederauf- 
bau and to the Sanque Francaise 
du Commerce Fxterieur for the con¬ 
sideration they have shown us. 


Beforo concluding I should like 
to express my sincere thanks to my 
colleagues on the Board for their 
valuable co-operation and wise coun¬ 
sels. In particular, I should like 
to make a reference to Shri S. P. 
Virmani and Shri K. S. Sundara 
Rajas, who ceased to be Directors 
of the Board and to Shri M. Cl 
Muthiah, Shri V. P. Varde and 
Shri CL C Desai who are retiring 
this year, Their sound advice and 
active participation in the affairs of . 
the Corporation has been of great 
value. Lastly, 1 record with pleasure 
the appreciation and thanks of the 
Board of Directors as well my own 
to the Genera] Manager and the 
entire staff of the Corporation for 
the loyal and devoted work on their 
part during the year. 


Rohtaa Industries Limited 


Regd. Office : Dalmianagar (Bihar) 
NOTICE 

THE Thirtieth Annual General 
Meeting of the, Shareholders of 
Rohtas Industries Ltd. will be held 
at the Registered Office of the Com¬ 
pany at Dalmianagar on Thursday, 
the 31st October, 1963 at 11 A.M. 
to transact the following business:— 

1. To receive and adopt the 
Directors’ Report and the 
Audited Accounts for the 
financial year ended 31st 
March, 1963. 

2. To declare dividends. 

3. To elect a Director in place 
of Shri B. N. Chaturvedi, who 
retires by rotation and is 
eligible for re-election. 

4. To appoint Auditors for the 
current year and fix their re¬ 
muneration. The retiring 

• Auditors Messrs. 1C N. Gut- 
gutia $ ,Co-, are eligible for 
re-appointment, 

5. As a Special Business: 

To consider and if thought fit 
to pass the following resolu¬ 
tion, which shall be proposed 
as an Ordinary Resolution, 
with or without modificatioh;- 
“RESOLVED that, toe ap¬ 
pointment . of Messrs. Ganga 
Corporation (Private) Ltd., 
as sole selling agents for the 
sale of Asbestos Cement pro¬ 
ducts for Punjab, Himachal 
Pradesh, Rajasthan, Uttar 
Pradesh, Madhya Pradesh, 
Bihar and Delhi for a period 
of "three years from 1st March, 


. 1963 on the terms and condi¬ 
tions enumerated in tbs 
Agreement, submitted to this 
meeting and approved by the 
Board of Directors of the ' 
Company, be and is hereby 
approved and confirmed.’* 

The Share Transfer Books and • 
Member’s Register of the Company 
will remain closed from 19th Octo¬ 
ber, 1963 till 31st October,. 1963, 
both days inclusive. 

By Order of the Board 
For SAHU JAIN LIMITED, 

A. K. Jain 

Managing Director, 
Managing Agents. , 

Calcutta, 

28th September, 1963. 

N.B. 1 , A member entitled to at¬ 
tend and vote is entitled to 
appoint a proxy to attend 
and vote instead of himself. 
Such proxy need not be a 
member of the. Company. 
Proxies in order to be 
effective must be received 
by the Company not less 
than 48 hours before the 
meeting. 

2 . The dividends, if declared, 
will be payable to the 
Shareholders registered iit 
the Books of the Company 
on 31»t October, 1963. 
Explanatory note as re¬ 
quired under Sec. 173 of 
the Companies Act is being 
forwarded to the members 
of the Company with toe 
notice. 
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India Steamship Company Limited 

Speech of the Chairman, Sir A Ramaswami Mudajiar 
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"pHE followin'; is the Speech of the 
Chairman, Sir A Raniuswatni 
Mudaliar, KCSI, DCL (Oxon), 

drlivered to the Shareholders at 
the Annual Genera! Meeting of the 
Company held on the 30tli Septem¬ 
ber 1963: 

Gentlemen, 

The Audited Accounts and 
Directors* Report for the period, 
ending March. 1963, has been in 
your possession for some time and 
with your permission, I shall take 
them us read. 

before dealing with the Directors' 
Report and the Audited Accounts, 
I think it would be appropriate 
that 1 place before you frankly the 
course of events during the last two 
years regarding the financial posi¬ 
tion of the Lines operating on the 
ludia-U.K.-Continent routes and 
associate routes. It is no satisfac¬ 
tion to me to present a Balance 
Sheet showing for tlie fourth year 
in succession, a substantial loss, 
and shareholders have a right to 
know whv these losses have been 
incurre.d during tliib period. 

Freight Hire 

In 1961, the Conference Lines 
engaged in this Trade came to the 
conclusion that an increase in 
freight rates both in the Eastward 
and Westward direction was neces¬ 
sary if they should earn a reason¬ 
able margin of profit on their ope¬ 
rations. Elaborate calculations were 
made of the Balance Sheets of 
various Lines by Auditors specially 
appointed for the purpose and 
bused on their findings, a Delega¬ 
tion of the Conference Lines visited 
Pakistan and India, to get the 
approval of both Governments to a 
formula that they had devised, for 
making what they considered to be. 
legitimate profits for the. operating 
Lines. The Delegation found, when 
they met the Pakistan Authorities, 
that they were considering the pro¬ 
posals of a proposed foreign ship¬ 
ping company, which would cater 
to the pntire Pakistan cargo, both 
wavs, from and to Pakistan ports, 
East and West, on this route, at a 
lower freight than the Conference 
was prepared to offer. The Confer¬ 
ence Delegation, after consulting 
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the two Indian Lines, and with their 
approval, decided to visit Pakistan 
and come to the best arrangements 
so that the Conference Lines may 
continue to operate for the Pakistan 
Trade, The agreement they came 
to, instead of raising the freight 
rates, reduced the rates substantially 
on some of the commodities, not¬ 
ably Jute and Gunnies, moving 
from Pakistan. They further agreed 
that till the end of 1962, they 
would not increase any freight rates 
from East to West. The Delegation 
then met the Indian Government 
and came to an agreement with the 
Government, whereby, as a corollary 
to the agreement with the Pakistan 
Government, they agreed not to 
raise any freights till the end of 

1962. They further agreed with 
hoth Governments that there would 
he six months’ notice given hy the 
Conference on the 1st January, 

1963, indicating the freight increase 
they would desire to make, the 
period of six months being utilis¬ 
ed, for negotiations with Shippers 
and consultation with Government. 
As you would see. the final result 
of all these negotiations and agree¬ 
ments, was that the Conference 
which wanted a freight increase to 
he made in 1961, agreed in effect 
to no freight increase in the East 
to West Trade till the 1st July 
1963. The Conference had already 
increased the West to East height 
by 10% on the 1st October, 1961. 

(A>nfereu<-e-Governinenl Relations 

I stated, that to meet the so 
called threat of competition from a 
new shipping company whieh was 
going to use tramp shipping, the 
Conference reduced the freight 
rate on Jute from Pakistan. From 
sh. 173/-, (the rale which prevailed 
from 1953 to 1961) lo sh. 160/-. 
The rate in 1957, when the Iasi 
increase was made was sh, 187/-. 
ft was quite obvious to the Confer¬ 
ence that the freight rates on Gutmy 
exported from India should be in 
parity with the Pakistan Jute rates. 
There was. therefore, a similar re¬ 
duction in the exports from India 
which meant a rale of sh. 173/0 
per 1.000 klkft of gunnies, against 
sh. 187/- in 1961. I do not want 
to go into the comparative figures 


of other commodities, common to 
the export trade of India and Pak¬ 
istan, which had to be kept at 
parity in the trade of each country. 
In effect therefore, the Delegatioh 
which felt that the Lines were in¬ 
curring a loss on the existing 
freight rates in 1961, had to con¬ 
tent themselves for nearly two years 
with the same rates in most cases 
and at even reduced freight rates 
in others, before coming up for a 
revision in freight rates to either 
of the Governments. The threat of 
the proposed shipping company, as 
it happened, and some of us felt 
that it was bound to happeh, was no 
real threat, for the simple reason, 
that ships on charter or tramp ships, 
cannot serve the trade aB effectively 
and carry cargo from and to as 
many destinations as the Confer¬ 
ence, W'hich has about fifteen to 
twenty Member Lines operating in 
this trade, each Member with 
several ships. 

It has been generally agjbeed by 
shippers and Government ultimately, 
that an increase in the freight East 
to West was justified. Both the 
Shippers and the Maritime Freight 
Commission have acknowledged 
that a freight increase East to West 
was indicated, if the Lines engaged 
in this Trade were to function and 
continue to offpr to Shippers an 
adequate service. It is unfortunate 
that there has not been an agree¬ 
ment on the rate of increase that 
would be justified. It may be pointed 
out that during -I960. 1961 and 
1962, every Conference of Lines 
engaged in other oversews trade, 
increased tire freight rate and some 
ot the Conferences have increased 
it twice during these three years. 
The Indian Lines had suggested an 
increase of 10% in the East to 
West trade, but the Conference fixed 
an increase of 12.|% on the ground 
that the increase proposed will re¬ 
sult only in an effective 10% in¬ 
crease or even somewhat less, be¬ 
cause of the non increase or slightly 
lower increase in commodities, 
which have been termed sensitive 
commodities, w’hose exports may be 
affected by freight increases. The 
question of sensitive commodities 
and how- they should b$ dealt with 
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will prevail between the Conference more than once, since 1961. I hojje 


and the Governments comcwncri. 

. .! Increase in Rates Moderate ', 

■'•4 £mw? stated, ' that’ , the last in- 
c«i||p,Jn freight rates was in 1957. 
Comparing the rates then prevailing . 
.witty the rates now announced, it 
would be found that in many cases, 
the. rates are only, slightly higher 
than they were at that time, while 
L am eqilally anxious that the ex¬ 
port trade should be promoted and 
that our foreign exchange earnings 
should meet some portion of the 

f resent gap in foreign exchange, 
would venture to suggest that the 
ptite factor and the profit factor 
bf some at least of the export items, 
shfiuld be carefully evaluated be- 
fore either an increase in freight. 
Or a decrease in the rate proposed, 
is finally advocated and adopted. 

It is with this background that I 
would like to deal with the results 
of your Company during the year 
under review. The Directors 1 Re¬ 
port discloses that there has been 
a loss of about Rs .10 lakhs in the 
working of your fleet. I would only 
like to point out that even if a 10% 
increase had been allowed in the 
East to West Trade, during that 
year, the loss would have been 
avoided. 

Operating Result* 

I have heard it suggested that 
while other shipping companies are 
showing a profit, your company is 
showing a loss. The fleet of your 
Company is operating on the India- 
U.K.-Continent route and the Bal¬ 
tic Sea and Black Sea routes, with 
a small number of calls to South 
American ports. It is in this route 
that the freight rates from East to 
West was not increased from 1957 
to 1961 by the Conference, and 
has further not been allowed to in¬ 
crease for nearly two years by ar¬ 
rangements' with' Governments, It 
is the result of the voyage earnings 
of Lines in these routes alone, that 
should be compared to get an ex¬ 
act perspective of the functioning 
of the companies concerned. Many 
■ companies have other routes, in 
which the Targe number of ships 
„they have, ply. Some of them have 
large investments of reserves, the 
income from which is also appro- 
plated towards profits. As I have 


these factors will be appreciated jn 
the yheqviable task of indulging ill 
comparisons, -~ 

The - Directors’ Report shows 
that the freight earned during the 
year was Rs. 8,00,21,725 as against 
Rs. 8,97,26,920 in the previous year. 
The decrease in freight is to a 
large extent compensated by a cor¬ 
responding decrease of 53 lakhs in 
port expenses and other charges 
generally included under this head¬ 
ing. 

During the year, the total num- ' 
her of Liner voyages completed, . 
was 48 as against 54 in the pre¬ 
vious year. 

Rise in Costs 

While there was no increase in 
the freight rates from India in the 
routes followed by your vessels, the 
increase in port charges, dock levies 
and stevedoring rates, have been 
substantial, Aoth dn India land 
abroad. There has also been un¬ 
usual delays in the time taken to 
berth vessels at these ports, notably 
at the port of Bombay. Weather 
conditions and labour strikes, have 
increased the delay in some ports 
more than in the previous year. 
These factors account for a loss of 
541 days by the various ships of 
your fleet. Another unforeseen and 
unaccountable delay was sustained 
in one of the ports of the Baltic 
Sea, when at the time of the Small 
Pox scare in Western Europe, a 
seaman on one of our vessels was 
suspected to be affected by this 
disease. It turned out that the 
suspicion was baseless, but the Port 
Authorities quarantined the ship 
for 36 days, involving substantial 
loss in earnings. 

In spite of decrease in freight 
earnings as compared to last year, 
owing to a rationalisation, there 
has been a corresponding decrease 
in expenditure. The number of ports 
at which your vessels called was 
736 in the Liner voyages, as 
against 947 in the previous year. 
The average duration of a round 
voyage was 126 days as compared 
to 129 days in 1962. There has 
been a serious attempt at reducing 
the expenditure on deck and engi¬ 
neering stores but victualling ex¬ 


penses''tiave gone up Slightly m 
sympathy with, the rising coats. 

The average age of the‘fleet of 
your company ,was nine years fa 
March 1963, and the fleet is in good 
condition thanks to the attention , ' 
which has been paid to mainten¬ 
ance. • . ', V , 

Expert* MoM Not Be Hfaitori 

1 referred earlier, to the fact 
that even with the increases pro¬ 
posed by the Conference, there is 
only a very slight increase; in actual 
freights Over those prevailing irt 
1957, for, several of the commodi¬ 
ties. Even so, I am in complete 
agreement with the policy of the , 
Government of India, that Export 
Promotion should not be hindered 
by unreasonable; freight rates. It 
is the same policy which has heeti 
adopted by countries anxious to 
promote their exports and thereby 
minimise their dependence on for 1 
eign exchange. Though National 
lines of some of these countries 
have been compensated in various 
other way 8 for their loss Jn earn¬ 
ings. I would, however, point out 
that the Indian Lines taken together, 
are themselves earners of very con¬ 
siderable foreign exchange, parti* 
cularly if their share in the India-,. 
U.K.-Continent trade is taken into 
consideration. The Government of 
India is naturally anxious to expand 
Indian tonnage, particularly tramp 
tonnage, thereby, avoiding over 
dependence on foreign carriers. It 
is, therefore, really a matter of 
balancing two apparently antago¬ 
nistic factors, but 1 believe that the 
balance can be struck if the vary¬ 
ing factors are taken into conside¬ 
ration in their proper perspective. 

I would have greatly wished 
that the Maritime Freight Commis¬ 
sion had consulted the Indian 
Lfnes in particular, at some stage- 
before they gave their final decision 
as to what they considered was a 
fair increase in freight rates from 
East to West, to the Continent of 
Europe. As I have already stated, 
the consideration of what are called 
sensitive commodities from the ex¬ 
port angle, will be taken up by the 
Government in consultation with 
the Conference. I believe that re¬ 
presentatives of Indian Shipping 
Lines in this Trade, will be in a 
position, from their local know¬ 
ledge of facts, to assist the Govern¬ 
ment in coming to fair conclusions. 
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to this subject "'of 
export. X Mated last year “It hi to 
* be emphasised that as against the 
small voice of Indian shipping 
companies, the loud and uncon¬ 
trolled menacing voice of some 
shippers of comparatively small ex¬ 
ports sometimes prevails.” I ex¬ 
pressed the, hope that the share¬ 
holders of shipping companies will 
join with the imanagement in im¬ 
pressing on the public the need for 
fair play as between Indian ship¬ 
ping companies and Indian ex¬ 
porters and importers. 

The Future 

Shipping is an unpredictable in¬ 
dustry — its factors, some of them 
are outside the control iof the 
Management of Shipping compa¬ 
nies. Even so, I express the hope 
that we have come to the end of 
deficit Balance Sheets. 

The sharp of the Indian com¬ 
panies in the import and export 
trade of the United Kingdom is 
every year increasing by one per 
cent. The determined efforts made 


by the <*ov«rmnefrt to increase ex¬ 
ports are ; beginning to have effect 
in the volume of trade that is mov¬ 
ing both to West Europe and to 
East Europe. 

Recently there has been an im¬ 
provement in' the berthing facilities 
in some of the. Indian ports, anti 
what is more important, the drafts 
of the River Hooghly, which have 
the biggest influence in the carriage 
of cargo to and from the port of 
Calcutta, have been improved. 

The determined effort of the Go¬ 
vernment to carry through the in¬ 
dustrial development that has been 
planned, affords opportunity for 
larger import of goods from abroad. 

These are factors which may to a 
certain extent dispel the gloom 
that shareholders of shipping com¬ 
panies may feel. 

Thanks 

We are grateful to the Minister of 
Shipping lor his continued interest 
in Indian Shipping and for his help-, 
ful advice from time to time. The 
Officers of the Ministry of Shipping. 


the -Director General and hie De¬ 
puties and Assistants in particular, 
have helped Indian companies and 
their advice has benefited 
management of these companies. We 
look to their sympathetic guidance 
in days of difficulty. I am certain 
that being in charge of the welfare 
of Indian Shipping, they will, while 
having regard to the foreign ex¬ 
change position, also have equal 
concern about earnings and require¬ 
ments of Indian Shipping. 

Tribute 

f t is no conventional language 
that I shall be using when I offer 
my hearty thanks on behalf of the 
Board and myself to the Officers and 
Staff both afloat and ashore, for the 
devoted services they have rendered 
during the year. 

T should also like to express my 
thanks to the Shippers, Brokers and 
Forwarding Agents, for their firm 
support to us and for the confidence 
they have reposed in us and in the 
quality of our shipping service. 


The National Newsprint and Paper Mills Limited 

Speech of the Chairman, Sir A Ramaswami Mudaliar 


jpOLLOWING is the text of the 
speech by the Chairman, Sir A 
Hamaswami Mudaliar, at the 
Annual General Meeting of the 
Company held at Nepanagar on 
September 30, 1963, As Sir Rama- 

swgpii Mudaliar could not be pre¬ 
sent at the Meeting, the speech 
prepared by him was read out by 
Shri S N Mehta, a Director of 
the Company, who was elected as 
Chairman of the Meeting, 

Gentlemen, 

I have great pleasure in extend¬ 
ing to you a cordial welcome to 
the 16th Annual General Meeting 
of the Shareholders of the National 
Newsprint & Paper Mills Limited. 
The Directors’ Report, Balance 
Sheet and the Audited Accounts for 
the year ended 31st March 1963, 
have been in your hands for some 
time, and with your permission l 
shall take them as read. 

I must apologise for my inability 
to be present in person, largely due 
to the difficulties of communication 
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to this somewhat remote place, 
Nepanagar. 

During the year under review, 
26,515 tons of newsprint was pro¬ 
duced, an increase of 1,236 tons 
over that of the previous year. The 
target for the current year is 30,000 
tons which is the capacity indicated 
for the Plant by the consulting firm 
which designed and established the 
Plant. 

Review of Progress 

I have been connected as Direc¬ 
tor and Chairman of the National 
Newsprint & Paper Mills Ltd., for 
over twelve years, and you will 
excuse me if I give a short review 
of the progress that has been made 
during this period. Being the first 
venture of this kind in the country, 
there Were obviously several diffi¬ 
culties to overcome before the Mill 
could pome into operation on a 
satisfactory basis. To these difficul¬ 
ties were added., the conditions under 
which this venture was established. 
Its location — the Taw materials 


it would use — the supply of water 
which was essential for the purpose 
of the Mill and for the township 
■vdhlch had inevitably to grow 
around this area, were so casually 
dealt with at the inception of the 
idea, that it produced serious pro¬ 
blems which at one time looked 
almost impossible of solution. 
Efforts made to overcome these 
difficulties have not been fully rea¬ 
lised by the public who constantly 
criticise the quality of the paper 
and particularly its shade. I do 
not want to go into the manner in 
which the Board of Directors dealt 
with these problems and ultimately 
succeeded in finding a proper solu¬ 
tion for them. Difficulties of re¬ 
cruitment of staff had also arisen 
owing to the rigorous regulations 
regarding pay and perquisites 
which the Central Governmen t 
prescribed. > 

I must however state, that the 
great step that was taken by both 
the Central Government and die 
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provided for, medical . assistance 
necessary for running die hospital 
and looking after die patients, men, 
women and children of the colony, 
had to be recruited. All these costs 
have been borne by the Factory. 
Tins required an enthusiastic set of 
officers and workers to join together 
in running the Factory in fairly eco¬ 
nomic conditions and it is gratify¬ 
ing to the officers and workers, as 
well as to the Board, to receive a 
Certificate of Honour presented by 
the President of India, to the 
National Newsprint & Paper Mills 
Ltd., Nepanagar, for satisfactory 
performance during the year 1962. 

Expansion Programme 

The Management did not content 
itself with merely attempting to 
reach the target of 30,000 tons pro¬ 
duction, fixed initially by the de¬ 
signers of the Plant. For Uie last 
three years they have had under 
consideration, the expansion of the 
capacity of the Factory, and as the 
Directors’ Report says, have conti¬ 
nuously examined with the help of 
the experts of the forest department 
of the Madhya Pradesh Government 
and the Technical Advisers of the 
Government of India, the availabi¬ 
lity of raw materials for doubling 
the capacity of the Plant. The Board 
has now decided to apply to the 
Government of India for licence for 
carrying out substantial expansion 
which may reach 75,000 tons instead 
of the present production of 30,000 
tons. 

With a view to improving the 
quality of the paper, experiments are 
being made for a new method of 
treating the wood pulp. These ex¬ 
periments have, on the laboratory 
scale proved successful, and it is 
hoped that by the utilisation of the 
caustic soda produced at our own 
plant, and new methods adopted for 
treating the hard wood, there will 
be no serious complaint about the 
quality of the paper both in the 
colour and in tensile strength. 


to the production in the Factory. I 
should «Ub like to ifienttoh Mir. 
Singhania who has borne mud) 
administrative responsibility and has 
helped the Board very considerably. 

Financial Remits 

One last word about the net pro¬ 
fit which is indicated in the Balance 
Sheet and how it is proposed to be 
Utilised. The profit after deducting 
depreciation and development re¬ 
bate and a small reserve to doubtful 
debts, amounts to 50,19,549.28. 
There was still a debit balance at 
the beginning of the year under 
review of 24,82,980.95. After ad¬ 
justing the debit balance, the 
amount at credit will be 25,36,568,33. 
This profit would have allowed the 
distribution of a 5 per cent dividend 
subject to tax on the entire share¬ 
holding. and I would have recom¬ 
mended to my colleagues in the 
Board to accept the proposal, but for 
the fact that at the last moment, we 
were presented with a contingent 
liability from income-tax assess¬ 
ment, which would have absorbed, 
if correct, the entire profit and a 
considerable sum over it. The 
assessment is the subject of an 
appeal and I am fairly confident 
that the Company will ultimately 
be found not liable to this taxation. 

I have been working in the hope 
and expectation that during my 
Chairmanship, I shall be in a posi¬ 
tion on behalf of the Board, to de¬ 
clare a substantial dividend to the 
shareholders. Knowing the position 
of the Company and its working, I 
feel confident that during the cut- 
rent year 1963-64, the Company 
will bp in a position to declan* a 
dividend, perhaps even an interim 
dividend during the course of the 
year. 1 would like therefore, first 
to pay tribute to the private share¬ 
holders for the patience they have 
shown and the confidence they have 
reposed in the successful working 
of this public project. 


Government of Madhya Pradesh in 
regard to the financing of the 
Scheme, has been the turning point 
of the fortunes of this public sector 
Venture, in my previous state¬ 
ments I have referred to the fact 
that the loans given by the two 
governments were to a certain ex¬ 
tent converted into capital 'and 
equity shares by the respective go¬ 
vernments and that the balance of 
the loan was repayable with inte¬ 
rest thereon to the respective gov¬ 
ernments. A further concession 
that was of great value to the M^Hs 
was that the M.P. Government 
agreed that the accumulated inte¬ 
rest charges amounting to over 110 
lakhs should be frozen and should 
carey no further interest. The 
(agreement further provided that 
this accumulated interest should be 
paid in ten instalments, the first in¬ 
stalment being paid within a year of 
the reorganisation of the capital 
structure, i.e. before 1959. Owing to 
these operations, the position today 
is that apart from the capital of 
the two governments ana of die 
private shareholders, all the loans 
which carried interest have been 
paid to the governments, the loans 
themselves amounting to over 1 
crore 37 lakhs. Further, the fro¬ 
zen interest debt to the Madhya 
Pradesh Government has been re¬ 
duced from 1 crore ] 1 lakhs to 66 
lakhs, which is the amount now 
due to that Government. 

Caustic Soda Chlorine Plant 

To meet the very justifiable criti¬ 
cism of the consumers of newsprint 
regarding the brown shade of your 
products, the Board decided that a 
Caustic Soda Chlorine Plant should 
be constructed and in collaboration 
with a Swiss Firm, the Plant and 
Machinery has been obtained and is 
being installed. It is expected that 
the production from this Plant will 
be available for utilisation hv the 
Mill in the first half of 1964. 

I referred to the location of this 
Factory, which as 1 described, was 
made in the most casual manner by 
the entrepreneurs who formed the 
idea of such a factory. The result 
has been, that a whole township with 
a population of over 5000 had to 
be gradually established at Nepa- 
UagStr. The housing had to be done 
entirely by the Company, schools 
had to be established, hospital with 
fairly modern equipment had to be 


In connection with the actual 
running of the Factory, while I have 
Daid a tribute previously to the 
Managing Director, Mr. S. L. Via- 
vanadhan, and to the Assistant 
Works Manager and other techni¬ 
cians in charge of the Mill. 1 must 
pay a special tribute to the new 
Managing Director, Mr. P. S. Ko- 
thari, who has given a great impetus 


My final duty, and it is a plea¬ 
sant one, is to record my apprecia¬ 
tion of the staff and workers for 
their wholehearted co-operation in 
making this project a success, fo 
every one of them, from the unskill¬ 
ed worker through all the grades to 
officers and management, I should 
like to express my high appreciation 
for their devoted work. 
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Around Bombay Market* 
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J)ALAL 8TR EET last week scaled 
. an altogether new peak for the 
year. This has convinced technical 
analysts that the bear market has 
run out its course and that the re¬ 
covery which has been in progress 
for a little over two months marks 
the resumption of a major upward 
trend. As usual, it is the profession¬ 
al speculator, ever willing to risk 
a fortune on the uncertain future, 
who has given the lead to the mar¬ 
ket. Though there has been a subs¬ 
tantial improvement in turnover and 
a broadening of interest, activity 
continues to be predominantly pro¬ 
fessional. While the outside public 
fs still inclined to mark time to 
know how exactly TTK is going to 
revive the capital market and ac¬ 
celerate the economic and industrial 
tempo, the professional speculators 
seem content with TTK’s assurance 
that he is considering appropriate 
measures to bring life to the capi¬ 
tal market and revitalise the eco¬ 
nomy. The substantial modifications 
of the compulsory deposit scheme 
and the gold control order have 
. created the impression that TTK 
is likely to do away with Shri 
Morarji Desai's super profits tax in 
February if not earlier.- 

If the economy gets a new push 
and there comes about a substan¬ 
tial increase in the rate of indus- 
- trial growth, the authorities will 
not perhaps need to make any spe¬ 
cial effort to revive the capital mar¬ 
ket. Investors will return to the 
market if they see the economic 
prospect clearly and with confidence. 
Political uncertainty will, of course, 
Continue to influence investors’ deci¬ 
sions. But investors might not feel 
unduly obsessed by political uncer¬ 
tainties if they are convinced that 
the Government is taking all the 
possible measures to revitalise the 
economy. 

The stock market is now in very 
good temper. With occasional tech¬ 
nical corrections, the market can be 
expected to push its way up beyond 
the previous year's peak in course 
of time. How a particular trend will 
progress week after is always diffi¬ 
cult to predict- Since the market 
has been moving up and up week 
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after week for over two months, jt 
could pause for digesting the gains 
at any time. About the underlying 
trend there seems little doubt now. 

Cotton 

Speculation on Buffer Stork 

JJNTIL a little over a week ago, 
the cotton trade had been specu¬ 
lating mainly on the weather; but 
now it is speculating on New Del¬ 
hi's reported move for a buffer 
stock scheme. Rumours have conti¬ 
nued to gain currency that the Gov¬ 
ernment is busy finalising a plan 
for supporting the market when 
prices tend to move down under the 
pressure of new crop movement. It 
appears that Shri Manubhai Shah’s 
view that speculators somehow ma¬ 
noeuvre to depress prices at the 
harvest time is shared by his other 
colleagues as well. Press reports sug¬ 
gest that the main purpose of the 
proposed buffer stock scheme is to 
check the decline in prices at the 
harvest time by making selective 
purchases. These stocks, it is said, 
will be released for sale whenever 
prices are artificially rigged up. It 
would indeed be very unwise if the 
Government were to'intervene in 
the market even when prices keep 
well within the prescribed floor and 
ceiling prices, As already pointed 
out in these columns, official inter¬ 
vention in the market when prices 
are quoted just half way between 
the floor and ceiling is bound to 
do more harm than good as it will 
introduce an element of uncertainty 
in the market, 

The idea of a buffer stock had 
first been mooted when prices tend¬ 
ed to pierce the ceiling. With do¬ 
mestic production persistently lag¬ 
ging behind internal consumption, 
buffer stock was sought to he creat¬ 
ed out of US PL 480 cotton, as the 
foreign exchange position did not 
permit large imports from other 
sources. Few will question the desi¬ 
rability of having a buffer stock 
but if a buffer stock is to he built 
only from indigenous cotton, it 
should be done only when supply 
far exceeds demand and it tends to 
push down .prices below the floor. 
Such a situation seems unlikely to 
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deyelop in the tpi^aeeftble: ^rttire. 
New Delhi’s reported assurance to 
the cotton, .mill industry ' that toe 
ceiling and floor prices of cotton 
will be lcept 1 unchanged during the 
Third Plan period will make, little 
sense if the Governmeht is to inter¬ 
vene in the market even when prices 
keep within toese limits. If toe Gov¬ 
ernment really wishes well of-the 
farmer what it need to dp is to help 
the farmer increase his-productivity 
through every possible assistance : in 
various forms. 

Prices Harden 

What the Government will ulti¬ 
mately decide is anybody’s guess. 
But the prospect of Government 
buying for the buffer stock has 
brought about a marked change in 
the general market psychology. Bears 
are no more inclined to risk big 
money on the idea of a large carry¬ 
over and a good harvest for the 
second successive season. Short 
covering and renewed bull support 
based on expectations of official sup¬ 
port for the spot material around 
the current levels has led to a fur¬ 
ther improvement in cotton futures. 
The March contract which had re¬ 
covered from Rs 687.75 to Rs 699 
in the previous week has advanced 
further to around Rs 705 (per 3 
quintals). While the futures market 
has been presenting quite a lively 
appearance for some time, the spot 
market remains dull. Confusion and 
uncertainty following persistent talks 
of Government Buying for buffer 
stock have made it difficult for the 
trade and the industry to take, a 
clear view of the market on the 
basis of the demand and supply 
position of cotton. The turnover in 
ready is unlikely to pick up until 
the authorities have fully revealed 
their mind on the ticklish question 
of buffer stock. The general tone of 
the market at present appears to be 
fully steady; prices of certain varies 
ties have developed a hardening 
tendency. Bengal Deshi has continu¬ 
ed to hold steady-to-firm even though 
overseas demand is still poqr. The 
Deshi crop is not expected to be 
better than it) the previous year. 
And with domestic, consumption 
showing a steady increase, the deck- 
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; .-hails id mfjtortdernand is unlikely 
to hav* «• m«u£cant impact on. the 
pride levdi. Though the overseas 
- buyers sie still inclined to hold off 
•the' Indian market, shippers here 
seem' confident about exhausting the 
'ptiwtent quota lor two lakh, bales 
-iyrttfiln a couple ofmonths. 

X ... . OmU tinder Barter? . . 

. Meanwhile, the export trade has 
' beat greatly perturbed by reports 
■ that New Delhi is considering a 
proposal for the barter of Bengal 
Deshi cotton for extra long staple 
‘ old cotton held in U S stockpile, 
Needless to say that if such a pro- 
’ posal were to come through it would 
not merely disturb the existing trade 
channels but it would harm the* 
■country’s interest. Bengal Deshi 
cotttm is a traditional item, readily 
saleable and it has • always been 
earning valuable foreign exchange. 
It would, be extremely unwise to 
allow it to be exported under barter 
i because it might result in the. loss 
■of traditional markets and a market 
one*;'lost is never easy to regain. 
At .a time when the country is 
making a desperate effort to boost 
exports and to explore new markets 
at ■ considerable expense, the least 
that the Government can do is not 
to take any- step which would result 
in the loss of well-established mar¬ 
kets. 


■Oilseeds 


Prices Recover 


^^ILSEEDS prices recorded an 
all-round recovery last week. 
And surprisingly enbugh, ground¬ 
nut futures which had been showing 
pronounced weakness over the past 
few weeks were the strongest. The 
January contract which had touched 
a low of Rs 213.25 in the preced¬ 
ing week (20th September) was up 
again at Rs 219.50 on 1st October 
— the highest rate since 29th Au¬ 
gust. Castor March was marked up 
from , Rs. 164.50 to Rs 167—the 
highest rate since 24th July— and 
the week-end quotation was only a 
little low.er at Rs 165.75. Linseed 
March which had been sold down, 
to Rs 36.25 (per 50 kgs) in the 
preceding week recovered to Rs 
36,94 and wound tip the week at 
R* 36.75! Cottonseed. January conti¬ 
nued to he neglected around Rs 96. 

The sudden recovery in ground¬ 
nut futures was brought about by 


large export business in groundnut 
oil. Singapore, Hong Kong, Austra¬ 
lia and Spain were reported to have 
purchased about 8,000. tons of 
groundnut oif within about, a week’s 
time and prospects of further busi¬ 
ness are generally rated, high. Ex¬ 
porters are inclined to the view 
mat the deterioration in the politi¬ 
cal relations between Malay,-irt 
and Indonesia will hit Indonesian 
exports of Capra and palm oil to' 
certain destinations which in turn 
will push up the demand for Indian 
groundnut oil. If export business 
picks Up appreciably in the imme¬ 
diate future it will naturally im¬ 
part strength to the groundnut mar¬ 
ket and new crop arrivals are likely 
to Be readily absorbed. The season¬ 
al pressure of the crop might not 
have much Impact on prices if the 
country is able to negotiate subs¬ 
tantial export' business in ground¬ 


nut oil. The outlook in, this, regard 
is beginning to look fairly promis¬ 
ing. The trend in groundnut futures, 
however, will depend to a consider¬ 
able extent on the Forward Markets 
Commission’s attitude in respect of 
the ceiling. If the ceiling of Rs 236 
is not adjusted in order to allow 
for the normal carry forward char¬ 
ges for switching over from one 
contract to another the scope for 
.any big rise in the January con¬ 
tract will naturally be limited. It 
might be added here that it is basi¬ 
cally wrong to have the same ceil¬ 
ing for all futures contracts of the 
season unless there is a correspond¬ 
ing ceiling in respect of the spot 
material as in the case of cotton. 

Apart from groundnut oil. export 
houses reported moderate business in- 
groundnut extractions and ground¬ 
nut HPS. The U K was mentioned 
as the main buyer. The latest prices 
for groundnut extractions were re¬ 
ported around £35-10 per ton for 
October shipment, £ 35-5 for Nov¬ 
ember. £34-10 for December and 
£ 33-15 for January-February-March. 
Groundnut HPS Bold was traded 
at £84-10. The Communist countries 
did not evince any fresh interest in 
extractions. Business is expected to 
revive after the necessary trade 
agreements have been ratified, which 
should not take long. Poland was 
reported -to have purchased about 
500 tons of castor oil BSS quality, 
October-November shipment. Busi¬ 
ness in casto.r oil is said to he res* 
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trictejd mainly by the difficulty of 
securing supplies in quantity. While 
linseed cake continued to be neg- ’ 
lected fair business was, reported 
in cottonseed cake. The U K was 
the main buyer and it paid about 
£ 31-5 per ton for decorticated 
variety. '< ■ 
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KayrrwHi Engineering Works 

E turnover of Rayraon Engi- 
ncering Works, Calcutta, during 
the year ended March 31, -1963 
show an increase from Rs 3J.49 
lakhs to Rs 75.99 lakhs. The Com¬ 
pany has, however, shown a loss - of 
fk 38.361 compared to last year's 
loss of Rs 12.82 lakhs. The total 
loss shown in the Balance Sheet is 
now Rs 25.86 lakhs. The Director* 
state that shortage of raw materials 
and power cuts have generally 
affected all engineering concerns. 

The installation of machinery and 
equipment and the commissioning 
of the forge, pressed steel and 
smithy shops have been completed 
during the year. Substantial .pro¬ 
gress has been made in the construc¬ 
tion of a new structural shop for 
taking on orders for large tonnages 
and of an additional assembly bay 
for increased production of -wagons. 
Negotiations are under way fdr 
foreign financial participation and 
technical-cum-management collabo¬ 
ration for the installation of ■ a 
plant to manufacture spirally welded 
pipes for oil, gas, water, etc. The 
Company has already delivered 
1.000 wagons and has in hand 
large orders. It has also targe orders 
in its structural forge and pressed 
steel divisions. The tempo of pro-, 
duct ion has however slowed down 
owing to shortage of power, elect¬ 
rodes for welding, steel castings and 
'metals. 

Gujarat Steel Tubes 

QUJARAT STEEL TUBES Ltd. 

Ahmedabad, will soon com¬ 
mence manufacture of steel tubes, 
at their new factory at Sabarmati. 
Their automatic plant has a rated 
annual rapacity of manufacture of 
24,000.. tons of steel tubes. Total 
outlay on the project, which will 
be started in technical collaboration 
with Messrs Wirsbo Bruks AB, 
Virsbo, Sweden, is about Rs 3 
crores. 
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Imperial Tobacco 


X he drastic fiscal measures intro 
duced in the current year’s 
Budget have had their impact on 
industry generally, but their effect 
tun the tobacco industry has been 
more severe than on many others. 
This was pointed out by Mr F A 
Collett, Chairman of Imperial Tob¬ 
acco. at the Annual General Meeting 
held on September 26. His Company 
has had to pay additional direct 
taxes amounting to Ks 20 lakhs; 
besides there has also been a sub¬ 
stantial rise in the excise levy. The 
additional excise led to an increase 
in the selling price which restricted 
consumption in spite of a lower pro¬ 
fit margin; it also increased the 
working capital requirements of the 
company forcing it to borrow. Last 
year was the first time when Impe¬ 
rial Tobacco had to depend on bank 
finance. Mr Collett explained that 
although the trading profit was not 
affected, the need for additional 
working capital compelled the Board 
to reduce the final dividend by 1 
per cent. 

Additional working capital was 
necessary partly to purchase raw 
materials earlier but largely to pay 
excise on stocks in hand at the 
higher rates. Excise duty on tob¬ 
acco is payable when leaf tobacco 
is taken for use in the factory and 
the duty on cigarettes, which is com¬ 
paratively heavier, is payable when 
finished cigarettes leave the factory. 
Mr ColJptt pointed out that with 
successive increases in tile rates of 
excise, the funds locked up in ad¬ 
vance excise payments has been 
steadily mounting; the 196$ Budget 
increased it by as much as Rs 67 
lakhs oil approximately the same 
volume of cigarettes. The company 
finds this a great handicap inasmuch 
as about Rs 2 rrores are permanent¬ 
ly tied up in excise. Since bank ad¬ 
vances are getting restricted as a 
result of greater demands on banks' 
funds, the company has made repre¬ 
sentations to the Government to 
allow the industry some credit on 
excise payments. 

The cigarette trade is one~of the 
biggest contributors to the excise 

S nue of Government. But suc- 
ve increases in the levy have 
had their impact on the volume of 

1706 


the company's business which has 
not expanded. The turnover which 
used to rise by about 10 per cent 
every year until 1962 became stagn¬ 
ant after that year’s budget and in 
the current year might even show a 
fall. Rising costs and increases in 
excise rates have brought prices to 
a level whrre consumer resistance is 
beginning to be encountered. If the 
whole of the excise were passed on 
to consumers, sales would fall and 
labour would have to be laid off. 
So the company has absorbed a 
large part of the excise levy, restric¬ 
ting price increase to a minimum. 
The very steep increases in excise 
duties in the 1963-64 budget would, 
therefore, impose a substantial bur¬ 
den on the, company and its profit.-, 
would show a marked decrease in 
the current year. 

Alind 

^LIND's sales declined by R* 11 
lakhs or 7 per cent in 1962- 
63 over the previous year; yet the 
taxable profits were higher by 34 
per cent at Rs 55.40 lakhs. This is 
admittedly contrary to the general 
trend of company results during the 
year which has shown larger sales 
and reduced profits. The Chairman, 
Shri S Narayanaswamy. in his ad¬ 
dress to tfie shareholders at the 
Annual Geneial Meeting on Septem¬ 
ber 23, lias attributed the overall 
profitability of the Company’s ope. 
rations to the effective diversification 
of production in the last few years. 
The Company had. however, been 
forivd to cut the dividend for the 
first time as it had ’’to salt away" 
in tax provisions over 263 per cent 
of the dividend to shareholders. A 
sum of Rs 39.50 lakhs had been pro¬ 
vided for taxation which includes 
Rs 9 lakhs to meet the SPT levy. 
The SPT according to Shri 
Narayanaswamy had slowed down 
the capital formation and he. there¬ 
fore, pleaded for a total substitution 
of SPT bv fin alternative impost. 

Referring to the Company's pro¬ 
gramme of diversification, the 
Chairman stated that the Hydera¬ 
bad covered conductor unit will go 
into production during the last 
quarter of the year and the expand¬ 
ed unit at Kundara will also be 


year. '’The - ‘SafidaT<;plant 1 --Sr ; the 

Company io .1# H^K- 

age plastic insulated underground 
aluminium cables, the progress of 
which has been slightly slowed down 
by the late receipt of import licence 
is expected to go into operation by 
August 1964. The Company is now 
arranging to secure an additional 
properzi unit lor continuous rolling 
of metal which will expand the rol¬ 
ling capacity at Kundara. The for¬ 
eign exchange loan necessary has 
been negotiated with ICICI. With 
the completion Of this programme 
ALIND would be one of the most 
complete cable manufacturers in the 
country. Shri Narayanaswamy ex¬ 
pressed the hope that having re¬ 
gard to the projects under imple¬ 
mentation and examination, there is 
reason to look forward to the future 
with confidence. 


The Company had a modest share 
in the. export of cables which was 
found economic. The Chairman 
however cautioned that offtake of 
Indian cables would be limited 
owing to international competition 
in the world markets. He described 
the Report of the Cable Industry 
Team of the Indian Productivity 
Council, as a purposeful and practi¬ 
cal one and commended the recom¬ 
mendations to the attention of Gov¬ 
ernment and cable manufacturers. 


Machinery Manufacturers’ 
Corporation 

ADDRESSING the shareholders of 
the Machinery Manufacturers’ 
Corporation at the Annual General 
Meeting on September 25, the Chair¬ 
man. Shri K C Maliindra slated 
that the Company^ produced over 70 
per cent of the total output of card¬ 
ing engines in the country, This is 
an important landmark in the his- 
lory of the Corporation. Another 
landmark reached by the Corpora¬ 
tion is that it is now in a position 
to manufacture complete diesel en¬ 
gines ranging from 6] to 13.] h p. 
from casting to painting as a 
result of arrangements concluded 
between the Company and th<- 
Indian National Diesel Engine Co. 

The Chairman extolled the part 
played by the Managing Agents in 
bringing certain integrated expan¬ 
sion plans formulated some years 
ago to fruition. The Managing 
Agents deserve further credit f° r 
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fWrtUfcdmg Gwermnent tt» remfer 
wawtaace to the Company on no 
few than three occasion*. 

' ^ The Company’* fortunes have 
now taken a turn for the better. 
Oyer the last four years there was 
an* improvement in business condi¬ 
tions. The Company was able to re¬ 
duce its indebtedness to Government 
atrd to the IFC by about R* 27 lakhs 
in these years and to build up a 
Reserve of over Rs 35 lakhs. 

Dealing with the progress of the 
Company during the year, Shri 
Mahindra stated that the Company’s 
works have operated at a satisfactory 
level. In addition to maintaining 
the high rate of production of card¬ 
ing engines, the Company has offer¬ 
ed its resources to the Ministry of 
Defence* for the production of Ord¬ 
nance Stores, Certain educational 
order* have already been completed. 

“The process of rehabilitation of 
plant and equipment has continued. 
The Corporation has now obtained 
a licence for import of special ma¬ 
chinery required for the manufac¬ 
ture of Speed Frames and the 
equipment will be secured within 
the next few months. The Corpora¬ 
tion’s development section is keeping 
pace with latest research in carding 
technology in other countries and 
it will be in a ready position to 
adapt its carding engines to suit new 
developments. 

The Chairman expressed his opti¬ 
mism in broad terms, by saying 
that supplies of equipment to the 
textile, mills continue to be very 
satisfactory and bookings for the 
Bix months of die current yeai are 
good. 

Indian Oil Company 
INDIAN Oil made a profit for the 

first time 1962-63, The profit 
amounting to Rs 59.61 lakhs gives 
a return of 18.5 per cent on the 
equity capital of Rs 322.25 lakhs. 
Out of the profits, the Company has 
provided Rs 43.44 lakhs for deve¬ 
lopment reserve and wiped off ac¬ 
cumulated losses of Rs 16.85 lakhs. 
The Chairman, Shri P A Gopala- 
krishnan, who addressed die Fourth 
Annual General Meeting of the 
Company, observed that the profit 
would have been more had there 
not been excess payment of duties 
and Central sales tax, etc, which 
the Company is now re-claiming 
from Government and certain ab¬ 


normal expense*. 

Sale* have a lmost trebled in 1962- 
63 compared with the previous 
year. Starting with two oil pro¬ 
ducts, fOC now sells fourteen pro¬ 
ducts. Two blending plants proposed 
to be set up joii-tiy by the IOC and 
Mobil Petroleum are expected to go 
into production in 1964 and wdl 
lead to considerable saving of for¬ 
eign exchange. By making rupee 
payments for oil products imported 
from communist countries, IOC 
saved Rs 7.78 crorcs of foreign ex¬ 
change in 1962-63 as against Rs 
4.57 crores in 1961-62. 

The Chairman has complained 
against delays in settling bills. The 
Government’s outstandings at the 
end of August 1963 are over Rs 8 
crores, of which Rs 4 crores are due 
from DGS & D and Rs 4 crores 
from State Governments and State 
undertakings. The delay in pay¬ 
ments is throwing a burden on the 
Company forcing it to carry a heavy 
overdraft and pay Rs 2 lakhs per 
month as interest. The working capi¬ 
tal requirements of IOC have gone 
up and the Chairman has sounded 
a note of warning that in the cur¬ 
rent year the profits are likely to go 
down. 

Money Market 

Thursday, Morning 
FOR a second week in succession, 

the inter-bank call money rate 
remained unchanged at 2 per cent. 
Supply and demand varied from 
time to time, but the rate kept 
steady indicating a situation where 
neither were the borrowers inclined 
to pay more nor the lenders willing 
to take less. Supply more or less 
matched the demand and the con¬ 
tinued return How of funds did not 
exert sufficient pressure on the mar¬ 
ket to make money go abeg'ging. 
While the 2 per cent rate' was well 
maintained in Bombay, the rate in 
Calcutta which hardened during the 
middle of last week to 3 to 3-J per 
cent tended to move down, moving 
erratically between 3 and 2 per 
cent and occasionally even coming 
down below 2 per cent to touch If 
per cent. 

An easier resources position was 
indicated in the Scheduled Banks 
return* for September 20. Aggre¬ 
gate deposits further rose by Rs 
16.95 crores while bank credit con¬ 
tracted by Rs 8.77 crores. A spurt 
in the banks’ investments in Gov¬ 


ernment securities by Rs 21.61 
, crores suggests that a major por¬ 
tion of the funds that flowed in 
found their way into Government 
securities, indicating by the way 
how banks are inclined to deal with 
surplus fund* accruing to them for 
the time being. Call and short notice 
funds recorded an addition of Ra 
3.43 crores only. The banks’ cash 
and balances with the Reserve Bank 
have shrunk by Rs 4.20 crores white 
their borrowings from the Reserve 
Bank have increased by a mere Rs 
69 lakhs. Even with increasing re¬ 
sources, it appears that the amount 
of floating fund* seeking investment 
is not so large as to depress the 
call market. It is also clear that 
banks are keen to swell their invest¬ 
ment portfolio and to divert their 
surplus funds into giltedged securi¬ 
ties, current yield* on which are still 
high compared with Treasury Bills, 
call loans, etc, to attract funds. 

There was a further contraction 
of R* 12.62 crores in active notes 
during the week ended September 
27, and this entire amount, together 
with a further note issue of R* 1.52 
crores, are held in the Banking De¬ 
partment. The additional note is¬ 
sue has been secured by a rise of 
Rs 1.51 crores in rupee coin* and 
of R* I lakh in rupee securities in 
the Issue Department. 

Deposits of the Reserve Bank in 
the aggregate have fallen by Rs 
8.95 crores of which Rs 6.95 crores 
represent depletion of Governments’ 
deposits and Rs 50 lakhs withdraw¬ 
als by scheduled banks. Balances 
held abroad are down by Rs 1.42 
erores. Government borrowing*, on 
the other hand, have gone up by 
Rs 4.72 crores while those of sche¬ 
duled banks have increased by a 
small amount of Rs 43 lakhs. Other 
advances are also up by Rs 1.39 
crores. Against the withdrawal of 
deposits and additional loan* ad¬ 
vanced, there is a fall of Rs 19,32 
crores in the Treasury Bill holdings 
of the Bank, The Bank’s investments 
show only a minor reduction of R* 
42 lakhs. 

The giltedgeJ market continued 
to be active. Sustained demand from 
banks and institutional investors 
took up several issues. Short and 
medium term loam as well as State 
loans evoked more enquiries but 
sellers were not keen. Conversion 

loan went ahead to Rs 65,55. 
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INDEX NUMBERS OF; INDUSTRIAL 
PRODUCTION 

<Bai« : 1956=100) 


Mining and quarrying 

May '63 

April '63 

Mar'63 May’62 

17S.8 

178.9 

183.0 

160.4 

Coal 

171.2 

170.6 

17.3.9 

153,5 

Manufacturing 

153.2 , 

146,8 

154.0 

143.7 

Sugar 

3.5 

59.6 

154.2 

96.3 

■ Tea 

107.6 

62-6 

23.7 

107.1 

Salt 

330.3 

227.8 

164 7 

268.5 

Cigarettes 

152.6 

143.7 

157.0 

151.2 

Textiles 

Cotton (Spinning, 
Weaving and 

120.1 

118.0 

115.3 

115.6 

finishing) 

, Jute (Spinning, 

113.9 

110.4 

. 107.0 

111.0 

Weaving and 8 

finishing) 

Woollen (Spinning, 
Weaving and 

119.9 

120.2 

119.0 

109.9 

finishing) 

■ 178.6 

162.3 

161.4 

129.1 

Footwear 

222.1 

222.3 

241.4 

4 66.3 

Paper & paper products 

208.3 

208.3 

229.8 

190.4 

Wood and cork 
Leather and, fur 

194 7 

194.7 

197.4 

150.2 

products 

,129.4 

129.4 

161.8 

137.1 

Rubber products 176.0 

Chemicals and chemical 

181.3 

189.1 

162.7 

products 

Basie industrial v 

226.6 

189.4 

187.0 

171.2 

chemicals 

Heavy organic 

409.6 

279-0 

300.3 

251.8 

chemicals 

.258.3 

. 307.1 

319.3 

215.5 

Htiavy inorganic 1 

chemicals 

534.1 

310.1 

343.9 

294:0 1 

Synthetic mins and I 

plastics 

545.4 

314.8 

335.0 

321.9 

Dye-stuff 

115.2 

1.35.4 

121.6 

135.0 

■ Fertilisers 

215.8 

191.6 

195.9 

163.1 

Paints 

154.8 

155.7 

15.3.7 

162.1 

Soap 

147.3 

155.9 

127.5 

130.3 


Matches HI 0 3 

Petroleum product* 197,3 

Non-metallic mineral 
products (except pet- 
. rokum and' coal) 206.0 

Structural clay 

products 217.1 

Class and glass 

,., , products 164.3 

Cement 193 6 

Baltic, metal industries 260.5 

Iron and steel 270.5,. 

Pig iron and 

ferro-alloys 375.1 

Finished steel 295.8 

Copper Smelting 143.f ' 

Aluminium 381.7 

Brans 206.2 

Metal products (except 
, machinery and'transport 
equipment) 185 2 

Manufacture of bolts, 

. ■ nuts, screws, nails, 

springs, chains etc 155.2 

Hand tools and 
■ small tools 264.0 

Meta) products not 

elsewhere classified 1 79.3 


96.7 

188.6 


93 9 
208,3 


Machinery (except electrical 


machines) 

' Sewing machines 
" Internal combustion 

' Industrial m»ei*bHMy 
iBlectfleal' / inaefe fates. ' 
v,. ^toct«ic -cables 



359.5 
■287.0 

383.7 

356.2 

245.5 
253.0 


208 7 

164.5 

194.0 

255.5 

265.5 

371.3' 
295.9 
136.1 

375.3 

193.3 


183 8 

149.3 

303.1 

174.4 

849,1* 

251.8 

363.9 

352.1 

223.6 

187.6 


218.0 

171.7 

199.4 

280.3 

295.3 

378.6 

349.2 

136.2 
395.0 

181.3 


183.4 

143.1 

326.5 

172.1 


90.6 
166 2 


198 6 211.6 195.9 


208.2 

162.C 
175.3 

217.8 
233.0 

311.2 

270.3 

152.3 

201.9 

184.3 


186.6 

167,9 
259 5 
180.8 


Electriy-' motors 
Power transformers 
Electric lamps 
Electric fans 
"Radio receivers 
Transport equipment 
Automobile* 

Bicycles •• 

Electricity generated 
GENERAL INDEX 
Crude 

Seasonally adjusted 


314.5 , 

298.0 

465.3 

264.2' 

153.0 

158.1. 

, 189.0 
255*8-■ 


15, 

1 




3395 

246.6, 

272*6- 

395:4 

275.1 
141.4 

,135.1 

173.1 
255,6 

.133.2 
155.2; 


. 342.8 
- 328.7 ' 
267.1 
■389.7 
*268.7' 
"157.1 


- 170.6, 

246.7 

159.6 

157.9 


280.9 

269.2 

mo 

399.3 
221,0 
'. 145 0 
'177.7 
173.1 

2?S;6 

147.9' 

'149.6 


Source ; Department of Commercial Intelligence atyd. Rtiilis- 
tics, Ministry of Commerce and Induct ty, 4 

BANKING RETURNS . 7 " - ... 

(Rs crores) ' „ 1 * ■ 

Renerve Bunk Sep 27 Sep 20 Aug SO Sep 28, 


1 

Note circulation 

2192.31 

2204.43 

2191.67 

3011.48 

2 

Rupee coin 

125.38 

123.85 

123.89 

125.63 

3 

Deposits 





(a) Central Gtovt 

64.30 

.70.20 

73.90 

6l.7» 


(b) Other Govts 

6.08 

7.13 

10.22 

13.76 


fc) Banks 

87.94 

88 41 

89.16 

85(72 


(d) Others 

159.43 

160.95 

159.82 

103.09 

4 

Foreign securities 

89.40 

89.46 

89.46 

88.34 

6 

Balance abroad 

702 

,9.04 

5.06 

5.60 

6 

Rupee securities 

1892.31 

1892.30 

1892.21 

1708.06 

7 

Investments 

195.71 

196.13 

222.28 

172.76 

S 

Loans and advances 





to Govts 

60.58 

5G.87 

45.40 

31.38 

« 

Other loans and 
advances ' 

139,45 

144 18 

140.50 

146.36 

Scheduled Banka 

Sep 30 

Sep 13 

Aug 23 

Sep 21, 
'62 




1 

Aggregate 
deposits (net) 

2208 21 

2191.26 

2196.07 

2038.84 


Demand (net) 

968.48 

947.26 

960.10 

799.77 


Time- (net) 

1241.73 

1243.99 

1235.06 

1239.07 

2 

Cash In hand 

51.10 

,02.45 

53.05 

47.92 

3 

Balance with 
Reserve Bank 

83.92 

86.86 

95,03 

81.68 

4 

(2) -f (3) as % 
of (1) 

0.12 

6.36 

6.78 

6,35 

5 

Borrowings from 

✓ 





Reserve Bank 

1,59 

0.90 

0,38 

6.29 


[a) Against usance 



• 


bills and/or pro- 





missory notes 

— 

0.60 

— 

5,04 


tb> Others 

1.59 

0.35 

0.3* 

1.25 

6 

Advances 

1233.90 

1242.52 

1256.23 

1186.16 


(a) State Bank 

236.41 

238.14- 

240:48 



(b> Others 

997.55 

1004.36 

1015.76 


7 

Bills discounted 
(a) Inland 

184.45 

163.87 

16167 

147.26 


lb) Foreign" 

52.25 

53.52 

49.W 

49.37 


(c) Total 

216.70 

216.89 

• 211.60 

196.63 


(i) State Bank 15.48 

16.63 

16.92 

— 


(11) Others 

201.22 

201.26 

195.68 

■ — 

8 

(6.) I f 7 j a" B % 



- 


Of (1) 

'65.09 

66,60 

68.84 

. 67.82 

9 

Investment In 

Govt Securities 

772.66 

751.04 

745.84 

. 683.64 

10 

(9) as % of (I) t 

34.90 

34.27 

33.96 

33.53 


Bombay Money Rates . 

(Per rent per annum)' 

Sep 20, Sep IS Aug 28, Sep "21, 


JTJ.O 

217,2 

AVI .T 

285.5 

Call money 


4 

. 



frbm Banks 

2.09 

3.04 2.03 

8.94 

380.3 

275 9 

Deposits 

- 


■' 

347. a 

269:8 

Seven days 

3.00 

3.00 3.00 

•3,00 

241.1 * 

219.2 

Three months 

• ■ —4' 

—— ** 1 i " w 


"235.5 

'209.6 

six - months 

3.T5 

' 3.76’ 3:75 • 

3)75 

Mm 

. . ■ 

■ ■-.; ■ 

i’- . v > . 

;;V,r 

t<, .fe*, 1 





11% t r . 


WfiEX NUMBER OF 


.fl 


■ ■•* • ■■ ■ ■ ' ■-<««*i- ios: 

croup tow. Birtr-cntrop 

■'.'V/tV.i <\v , V . ;,rFL**ft 

Ftfoid Article* " , IBfcJf 

CeretOe ,. 116.1 

PUIsftis ; - 1*8.4 

Fruits & Vegetables 141.5 
, Wk & Ghee 128.4 

,#dibfetMl» ,104.7 

Flub, >«ggB A Meat 153.7. 
Sugar & Gar 212 .9 

Others. 180.1 

Uqaer t Tobacco Xl&£, 

i Tobacco " • 11512 

Fuel, Tower, Light A 
Lubricants . 

Industrial Raw , 

Materials 130.0 

Fibre? 133.7 

. . OUSeeds '*'• 155.7 

"■ Minerals , 91.5 

•a Others - .. - - 128.2 

Manufactures ' .181.0., 

InfcerttiMlftte Products 189.8 
Finished FrodUotw 1*9.8 

Textiles . 127.6 

Cotton .135.5 

Jute -89.8 

Woollen 158 6 

Silk & 'Rayon 140.1 

Metal Products „ > 163.0 

Chemicals ' ■ 117.8 

Oil Cakes ' 184.8 

Machinery & Transpori 
Equipment 123.8 

Others 128.6 


, JSfflFvbt ... 

'fsrjtJiEet f/* 'Vir-e fU>*r ^ 


PRICES 

. \ i „ , 

wmxQ- 

*A*8. 4**2 
W.1 188.8 


«* ^4sae 


- iTO) ., 

WEEK 
SftJfcW 
1*to ■ 
1I&2 . 
1074 
143 *, 
128* 
134* 

mi; 

214.7 : 

182.3 

118.8 - 

135.4 


115.0 

m 2 

•145.1 

186.0 

1482 

153* 

100.6 

188.9 

118* 

116.7 


106 0 
.1118 
133.0 
125* 
160.4 
15*5 
.155.0 
173* 
00 * 
'..'96.0 


18f* 187*' 187*.. 184.3 


132.2 
132* 

186.2 
91.5 ' 

.125,1 

13ft* 

188.7 
126* 

127.7 
135.2 

100.9 

156.6 
140.1 
1*3.0 

117.6 
184.4 

123.8 

128.6 


187* 

129.9 

153.7 
93,4 

125.1 

130.8 
136,0 
188.6 

127.5 

135.5 
100.7 

156.6 

130.7 
16S.0 

117.3 

166.3 

123.8 

128.4 


AH Commodities 


136 4 136.3 136 0 


146.2 

180.2 

160.0 

83.4 

134.9 
1*9.3 
142.3 

127.2 
126.1 
1293 

114.3 

141.3 

131.9 

101.0 

115.3 
163.1 

117.0 

125.3 

130 9 


STATE FINANCE CORPORATIONS 

Liabilities and Assets 

(fit Lakhs) 

Figures for the 
' July’63 


No of S1C» 

Liabilities 


,13 


June ’63 
15 


last Friday of 
May’63 July’62 


15 


15 


- (i) Patkl-U|> capital 

15,32 

15,32 

15,32 

16,11 

(ii i Reserve fund 

17. 

16 

14 

13 

(iii) Provision for bad 




and doubtful 





debts and 





other reserves 

35 

33 

32 

18 

i Bond* and dfib^nttirr* 18,4B 

18,48 

18,48 

14,94 

Other liabilities 

17,67 

16,94 

16,53 

11,01 

Total liabilities or 





assets 






51,99 

51,23 

50,79 

■12.40 

Assets 





Clash in hand and 





balances with hanks 

4,33 

4.30 

4,13 

7,96 

Investments in 





, Government sec untie 

S 4,29 

4,47 

4,52 

4,48 

Loans and advances 

33,82 

.33,05 

33,04 

24,61 

Debentures 

22 

22 

22 

14 

' Other assets 

• 9,33 

9,19 

8,88 

5,22 

Source s Reserve Bank of India. 



. Cloth Production 



' (Million Metres) 


1962 

' a i 

■ Mar*63. 

Feb’63 

Mar’62 (Average) 

Coarse 

62.1 

60.9 

55 8 

63.4 

Lower medium 

1164 

107,8 

11?.7 

117.0 

higher medium 

147.8 

129.6 

. 3 70.9 

162.2 

Fine . 

19.3 

16.8 

14.3 

- 16.4 

Superfine 

• 234 

22.0 

20,6 

21. t 

Total • - 

368.6 

337.1 

381.3 - 

380.0 

Source' ? ’ Ttdtdle Commissioner, Government., of 

India 


V. -4* < ***** ■ ■ - ir * 53 -** 

..'V.. V . 


Snawwry ofd»e l*iest AHIndla Crop 
'' ' Esrtmateu 196&63 


4»»« (tkamtnd ti'etes) 


Rice 
Jowir 
Bajra , 

Maize 
Rift ■ ; 

Small millets 
Wheat , 
Barley 
Gram 
Tur 

Other kharif 
pulses 
Sugarcine 
Tobacco 
Potato 
Groundnut 
Sesattnrm 
Rjipeseed and 
mustard 
Linseed 
Cotton 
Jute 
Mesta 
Saiuihetnp 

Source 


Current 

esturmle 

80,496 

42,281 

25469 

10.738 

5,079 

10,324 

33,018 

7,590 

22,635 

5,648 

13,046 
5,489 
940 ' 
834 
16,407 
5.603 • 

3,090 

.3,07$ 

19,041 

2.095 

861 

634 


Previous year’s 
corresponding 
estimate 

• 79,624 

41.211 

27.211 
10,735 

■' • 5*064 
10,441 
32.995 
. - 8 . 020 ' 
2L250i 
5*11 

13,247 

5,954 

©41; 

768 

15.869 

5.324 

2,721. 

3,00! 
18,648 
■ 2.280 
960 
650 


Percentage 
increase or 
decrease 

■+•1.1 
+ 2.6 
>■— 6.6 

oi • 
—u 
+ 0.1 
—5.4 
— 1.8 
+0.7 

—1.5 
—7* 
— 0.1 
+ 11.2 
+ 3.4 
+ 5.2 

+ 13,6 
,+2.5 - 
+2.1 
. — 8.1 
—10.3 
—2.5 


Eronomir and Statistical. Adviser u> the Govern¬ 
ment of India, Ministry of Food and Agriculture. 


INDUSTRIAL FINANCE CORPORATION 
Liabilities and Awftts 

(Rs Lakhs) 

Figures for the last Friday of 
July’63 June’63 May’63 July’62 

Liabilities . 

Reserve funds 
Reserve lor doubtful 
debt* 

Provision for taxation 
Bonds and debentures 
Borrowings 

(i) From R “B I 

(ii) From Govt 
(iii) In foreign 

rurrency 
Other liabilities 
Total liabilities or 
assets 
Assets 

Cash in hand and 
balances with banks 
Loans and advances 
Other assets 

Source : Reserve Bank of India. 


Foreign Trade of India 

Merchandise Value 
(Rs Crores) - 

July ’63 June’63 July’62 


2-85 

2.22 

2.22 

2.16 

14 

.1.4 

14 

14 

1.44 

59 

59 

59 

28,24 

28,24 

26,24 

227+ 

26,93 

26,91 

26,38 

20.06 

— 

-r 

1,12 

— 

24.75 

24.75 

23,75 

19,75 

2,18 

2,16 

1,51 

0,31 

22,90 

23,49 

21,15 

18.94 

82,52 

81,61 

78.74 

64,71 

1.94 

1,64 

1,82 

2.37 

59,58 

59,86 

57,60 

49.30 

2 LOG 

21.11 

19,32 

13,03 


Exports 

Re-exports 

Imports 

Balance of 
trade 
Source i 


62,89 

30 

89,54 


56.95 

26 

85,35 


56,47 
29 
94,1 7 


Apr '63. 
July’63 
239,D5 
1.32 
965,66 


Apr ’62 
July ’62 
204.96 
3,47 

966,04 


-26,33 —28,14 


37,41 —125,31 —159,61 

Department oS Commercial Intelligence and Smut- 
ties, Ministry of Commerce and Industry 
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Until the advent of John Gray 
upon the scene in 1829, the main lines 
of business of the old-established firm 

*jr c u ompany werc hou «- 

buUd,n B and cabinet-making. Gray put 
the affairs of the young company on a 
hrm foundation and expanded its acti¬ 
vities into the new fields of civil and 
mechanical engineering, iron founding 
and contracting. 

Recognised as India's first railway con- 

£«or Gray laid ^ th / y ™ 

” *** 1859 one hundred nailed of 

permanent way for the East Indian 

Railway Company stretching ovei two 
provinces cirav’. ■ cwo 

work “reflected ^ p,0neerin S ra «Jway 

FiW’, h J great crcdit on »he 
Fum and earned the Company CO od 

»me S f Wh i Ch WWt i0t0 the purchflsc of 

* ** 


Featured above h the "EXPRESS", Eastern 
1 way $ first passenger locomotive . 

As a constituent of the Martin Burn 
Organisation, Burn & Co. Ltd., Howrah 
have, among other things, specialised 
rai| way engineering and the la ree¬ 
fy. 6 building of rolling iloc k for the 
Indian Railways. Since 1904, the 

58°S a ^ f r0C!UCCd morc tha « 

i 000 four-wheeler units of more than 
100 types and over 1,12,000 sets of 

exDand^ an<1 SW “ ChCS f ° r India ' S faSt 

from ih " 8 T mP ° n In Edition, 

r ° m lhe,r Structural Shops have come 

many thousands of tons of fabricated 
steelwork for the building of ^ 

2 *^ *.•«*».«* 


r 


martin 
burn ltd. 

?*«»«w»pw 

• 0 . •, > Row, 

. ... 7 v; ' "'frj' ,„c 



1 1 1 w v, 

rt,J * f Ms 

v* 
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The Congress President 

’J'HE unanimity with which the Congress Working Committee hu 
proposed K Kamaraj to be the party's nest President, the apparent 
aptness of the choice and the unreserved accolade with which it ha# 
been received throughout the country — all these tend to obscure die 
significance of certain recent developments related to the office of the 
Congress President. Most important, for the first time in yean some 
of the foremost Congress leaders have evinced a keen interest in the 
fate of the office. Lai Bahadur Shastri, Morarji Desai, Atulya Ghosh, 
each one of these had his pushers, though none as brash as S KPatSJ 
whose propaganda for Ghosh was open and challenging. In fact, the . 
Hidden decision to sponsor Kamaraj at the Working Committee meet¬ 
ing was very likely intended to forestall further moves had counter* 
Move* on behalf of rival candidates which could hardly, remain dll- 
eyelet much longer and which, once they came into die open* would 
hftye been all that was yet needed to complete the mockery of the 
Kamaraj Plan’s ideal of renunciation. 

This rehabilitation of the office of Congress President is a recent 
development. Till last year it was a sinecure to which no Congressman 
attached any much importance. The present incumbent, D Sanjivayya, 
is typical of the kind of men who have occupied the Congress ‘Gajfo* 
ih recent years and, v normally, the question of who was to succeed him 
would have been a matter of indifference to most 'Congressmen. The 
importance which ha* suddenly come to be attached to the Congress 
Presidency is a measure of the growing assertiveness of the party’s 
organisational wing. In the States, of course, the organisation ha# long 
•inee emerged from its eclipse hi the immediate post-Independence 
' years and come into its own. As a result, a kind of two-party system 
ha* been in existence within the Congress in the States, with the organi¬ 
sation playing the role of an opposition and offering itself: a# an iwler- 
native Government, ready to step into office. Conflict between the 
organisational and ministerial wing? has been the set pattern of the 
power struggle'ip the States. , 

'This pattern bad not caught on at the Centre where the Govern* 

. m#nt dominated. The principal reason for this was, of course, the 
tow^riifjj personality of the Prime Minister and the fact that bo Con¬ 
gressman could hope to gain anything by placing himself in a-position 
bf opposition to him. So outstanding Congress leaders choee to remain 
in the States till they were called to join the Government at the Centre. 
As a result, in New Delhi the Government was all-powerful and the 
party organisation, more or less a cipher. 

; It is prtmatfrre to say that.the position is reversed, but the process 
pf ‘fehabgd haS bettiin.. *' The role of a section of the Cotisress organisa¬ 
tion hr tecuTfng'ifcb;resignation of Krishna Menon and K D Malaviya 
' fey wtuPKnotJii, Printe Minister has recognised’this trend; ho 

fcjk’reripftriob under the Kamaraj Plan not to the Congress 
PariiaireljjtBTy ’Party' vdiich elects the Prime Minister but to the Con- 
f- : 'jijt&fi Voyklbg Committed and it was the Working Committee which 
' decided that■ ha shall 'continue ''in office* J Tree, the tendering of the 
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resignation «* well a* itt> rejection 
were both formal acta, but formally 
at least the Prime Minister now 
continues in office at the behest of 
the Working Committee and the 
AICC. When the time comes to 
choose a new Prime Minister this 
formal authority will have been 
transformed into real power. For, 
the causes which led to the ascend¬ 


ancy of the party organisation in 
the State* have begun to operate 
at the Centre. The new-found im¬ 
portance of the Congress Presid¬ 
ency reflects this fact A strong 
and determined Congress President 
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resignation dl powerfod Conpesj- 
mrrf from the Govemnaeat and their 
return to the organisation, In re¬ 
trospect, this may well he the 
Plan’s vital consequence. The eleva- 


rould be in a position to influence tion of the prime proponent of re- 
decisively the battle of succession. nunciatian to what ntay Weil tom 
The Kamaraj Plan has contributed out to be the most powerful post 
to the strengthening of the party’s in the country is symbolic. 


Khrushchev’s Left 


jrOUPTEEN years ago the People’s 
Republic of China was born. 
The inner working of the new titan 
has been obscure, but the outward 
ejects have been explosive. 

Chines*? Communist domestic 
policy has oscillated throughout its 
life between ultra-leftism and more 
cautious planning, both within the 
broad category of Stalinism and 
both having similarities to Stalin’s 
policy extremes between 1925 and 
1940. Five years’ relative caution 
based upon a broad coalition bro¬ 
ught the Party to power, and esta¬ 
blished its first efforts to develop. In 
the last five years of the fifties, by 
contrast, the ultra-left tendency 
swept away the careful defences erec¬ 
ted in the earlier period — the con¬ 
vulsion of the Leap Forward and 
the even more radical Great Leap 
Forward. As if to show the Soviet 
Union and its owrvintellectuals how 
little it needed their help, the Chin¬ 
ese leadership placed complete trust 
in mass action — structured of 
course at every point by the strong¬ 
ly rooted rural cadres of the Party. 
The effort, economically dangerous, 
became disastrous after three con¬ 
secutive bad harvests. China’s vul¬ 
nerability on the agricultural front 
was revealed — and, as a consequ¬ 
ence, policy emphasis shifted from 
the classical Soviet stress on priori¬ 
ty for heavy industry development, 
to developing agriculture, aided by 
such industry as would help such 
development (viz engineering, 
chemicals etc). In addition, the 
weight on the peasantry whose des. 
perate standard of living- provided 
the surplus to develop industry, was 
relaxed a little — a measure per¬ 
haps of widespread rural discontent. 
Similarly, the regime wooed its ali¬ 
enated intellectual6, offered them 
greater freedom for technical dis- 
ettssioh, and agreed to pay interest 


on expropriated capital. All told, 
China was briefly freer than at any 
time since the inglorious hundred 
flowers bloomed. Late this year, 
however, Party cadre* were turned 
back to ‘class struggle 1 , to scotch 
the allegedly rising signs of bourge¬ 
ois deviationism. 

The leadership which has opera¬ 
ted this sigstag is relatively mysteri¬ 
ous. Observers suggest that the dif¬ 
ferent phases reflect the emphasis of 
different factions and the conflict 
between the bureaucracies of State 
and Party. On the one hand, the 
Government bureaucracy, led by 
Chon Ln Lai, is relatively cautious, 
favours planning, a greater measure 
of trchniral advice, consolidation 
and stability; on the other, “the 
Party cadres whose power is in 
mass action, not technical expertise, 
stress the need for a continuous na¬ 
tional crusade, for a developmental 
blitzkrcig, and are led by Mao Tsc 
Tung and his heir apparent, Liu 
Shaoch’i. Marshall Peng, the for- 
mer Defence Minister, was sacked 
in 1959 for publicly enunciating the 
objections of the. first group to the 
Great Leap Forward. Marshall Lin. 
the current Defence Minister, is said 
to back Mao, although younger 
Army officers might be thought to 
favour stability, modernisation and 
professicinaliMtion in the Army. If 
the thesis is correct. Mao would 
seem to have directed the Sino-So- 
viet dispute — if Chou could over¬ 
come him. greater co-operation with 
Russia might be possible. 

All this is speculation, but what 
is not speculative is the course of 
the great debate between the two 
Communist giants. Khrushchev has 
put behind him the problems of 
under-development, and its ideologi¬ 
cal companion, Stalinism. He has 
no use for ‘mass action’, but deals 
with Governments, and ha* the re¬ 


source* to bribe thenx or threaten 
them with his military power. Cur¬ 
rently, the Soviet Union pays oul 
$ 1,000 million to non-Corrmnumst 
backward countries, a sum probably 
greater than ever went to China. 
Thus, Nasser can imprison Commu 
nists, Kassem outlaw them, without 
affecting their receipt of Soviet aid. 
By contrast, China has few resour¬ 
ces and must rely primarily on her 
ideological appeal. The eOBy world 
of 1963 Soviet Union is as far 
economically from China, as the 
US is. Russia has everything to 
lose by encouraging discontent ab¬ 
road, and as a consequence, Russian 
Communism is no longer a revolu¬ 
tionary creed — the foreign Com¬ 
munist Parties have become no more 
than adjuncts of Soviet foreign poli¬ 
cy which is itself conservative. 
Russia now offers defeat of capita¬ 
lism only through economic compe¬ 
tition — a contest in which China 
has no part to play. On the contra¬ 
ry, China must maintain a continu¬ 
ous revolution to pull herself up¬ 
wards economically, to extract even 
more from her people—national para¬ 
noia is a 'necessary weapon to spur 
her people jo greater efforts. 
For Russia, all are friends who do 
not love Washington (and even 
Washington beside Peking is becom¬ 
ing a friend) for China, all are 
enemies, for the absence of a foreign 
threat is a positive danger to the 
stability of her statu.! quo. Ac¬ 
cordingly. just as the old Stalinist 
theory of ‘capitalist encirclement’ is 
needed, so is the terror of Stalin 
and the cult of his godhead, needed 
in China. In trying to unwind that 
cult. Khrushchev deprived Mao of 
a necessary weapon in China. 

To the natural tension between 
allied developed and backward 
countries, economic relations were, 
added. The Soviet Union compel 1 - 
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^^0^/ttt.W ; ^ faftty far 1 
4^ ^ahe «S«w (in contra*t 
£etwA aid to non-Communist 
tries), and even wed that aid 
.keep China in step. Moat of 

European alliea could be discipline-._ , _ _ 

from Moscow, and foreign Commu- date hferjriejuk by - '«flengthening 


&A 

and 

nucott’a demand 
uUiabcr4tftoy i 1fcdMli'y, hi 

ed in trade terms lpym to Pek- 
Ruasia has mipMo cotisoli- 


tjj*t Parties •were always too weak 
to mist Russia. Yugoslavia, geogra¬ 
phically distant, and based not on 
Russian bayonets but popular sup¬ 
port, was naturally a rebel if Ru* 
rig -Sought to exploit her; and now 
China, similarly distant and based 
upon a purely domestic revolu¬ 
tion, but bigger in manpower 
than Russia, naturally diverges 
from Moscow. There was no power 
capable of making China a satellite. 
True, China was defended by the 
Soviet Bomb, and this has perhaps 
prevented a final rupture. That 
break cannot long be postponed 
however if the two continue to clash 
so violently. 

The effects of the rift so far 
have been immense. Already China’s 
trade has been shifted away from 
the Communist bloc — only Ru- 


coxttrcoN —* tmm Mongolia has 
joined the, formely European body. 
In addition, the Nuclear Test Ban 
Treaty, shrewdly expedited by 
Kennedy, has lessened the Western 
threat to Russia. Khrushchev, 
reacting from Moo’s leftism, has 
fallen into the arms of his fiwn 
right, Togliatti, and, more distantly, 
Tito — at this point. Communism 
almost melts fnto Social Democracy, 
and revolution means little more 
than agitation for reforms. Peking 
has thus expelled Russia from the 
fraternity of the poor and consign¬ 
ed her to the club of the rich: even 
the whiteness of the Russians be¬ 
comes an accusation. 

The line up within the Commu¬ 
nist world at the moment seems to 
favour Russia. North Korean, 
Indonesian, Malayan, Red Flag 
Burmese and Japanese Communists 
seem to be her friends. North 


'■' ‘ v*; -* „k.T -j-i***y - 1V ^ ■ 

Vi«tnaMh fBt» Cuba, faa awt y - 
pendent on Russian aid, but tWtjJrt 
ed, remains neutral. The Gmunp 
suet Parties of Australia, Belgium 
Italy, Brasil, and India are split — 
the mote, revolutionary element! 
going *o China. In ghe fuUns 
Uiina will remain a potent thres' 
to all conservative Communist la* 
<Ws, just as China's defiance give* 
the East European countries rood 
to disagree with Moscow for th< 
first time. 

China, autarchic and immense, 
society of Puritan or Stakhanoviu 
Saints, remains virtually alone 
much as the Soviet Union one 
was. As such, she will prove the 
local point for revolutionaries it 
under-developed countries — sh< 
invites social change, and rejects 
the conservative ratification of thi 
world status quo embodied ir 
‘peaceful co-exisence’. Whan alu 
finally attains the Atom Bomb, tin 
alignments of the world are like!) 
to be fundamentally shifted. Ir 
the interim, the world can <enjo) 
the new freedom incumbent tipor 
the erosion of the old Cold Wai 
monoliths. 


Weekly Notes 


Power Survey 

THE results of the first annual 
electric power survey published 
by the Central Electricity Authori¬ 
ty lays bare the failure of power 
planning in the Second and Third 
Plans. Taking the country as a 
whole, during the Second Plan in 
no year, except 1955-56. was power 
supply adequate to meet the demand. 
The shortage continues in the Third 
Plan and will persist till 1965-66. 
This is at the aggregate all-India 
level. Power shortages have been 
particularly acute in certain States 
since there are no coordinated re¬ 
gional grids to even out shortages 
and surpluses. 

The Electric Power Survey Com¬ 
mittee, under whose auspices the 
survey has been conducted, is a 
body of top Indian and foreign ex¬ 
perts. It was appointed in Decem¬ 
ber last’ year to review-and make 
recommendations about the future 
pattern of power development and 
distribution. The results of the sur¬ 


vey are described as firm for the 
“immediate future", meaning pre¬ 
sumably the Third Plan period, 
while tne estimates of long-term re¬ 
quirements are necessarily rough 
and will vary depending on the rate 
of growth of the economy and the 
pace of industrialisation. 

The survey judges the adequacy 
of power supply by comparing peak 
load! on the various power systems 


We wish all our readers and 
well-wishers a happy Divali 
and extend to them the greet¬ 
ings of the season. 

There will be no issue of 
The Economic Weekly on 
October 19, on account of 
Divali holidays. The next issue 
will be on October 26. 

Business Manages 


with their capabilities. Peak load 
the maximum simultaneous demanc 
on a system at any time during th< 
year and capability is defined ai 
its maximum output potential at thi 
time of the peak load. The excess 
of capability over peak load i 
termed the gross margin and is ex 

E ised as a per cent of peak load 
existence of a gross margir 
does not necessarily indicate a com 
fortable power position since allow 
ance has to be made for scheduler 
maintenance, emergency outage aht 
operating requirements. Any powei 
system’s capability must, therefore 
exceed the peak load on it by ‘ 
certain margin. According to th 
survey, this safety margin wouh 
vary from as high as 30 to 40 pei 
cent for isolated systems to as lov 
as 15 to 20 per cent for large, full) 
integrated and coordinated regiona 
grids. In the absence of such grids 
the margin requirement in India ’ 
likely to he nearer 30 per cent that 
20 per cent. As will be seen frou 
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tte^lqriselow, the gross « 
it below this safe limit in every 
year between WS5-56 and 196S-66 
indicating shortage of power, ,Xbe 
debuts vary from region to region, 
in Uie industrial regions, of 
South Bihar and Lower Bengal, for 
instance, the gross margin was %> 
6 and 7 per cent in the first three 
years ol toe Third Tian, respective* 
ly. In other words, power supply 
was short of demand by roughly 20 
per cent at the least. 

Capability Peak Grow 
Load Margin* 
MnkW MnkW (Percent) 



1955-36 

2.2 

1.7 

32 

1936-57 

2.4 

1.9 

26 

1957-58 

2.7 

2.2 

23 

1959-59 

2.9 

2.4 

19 

1959-60 

3.2 

2.8 

14 

1960-61 

3.9 

3,3 

17 

1961-62 

4.4 

3.8 , 

16 

1962-63 

3.1 

4.2 

19 

1963-64 

6.1 

5.3 

15- 

1964-65 

7.9 

6.5 

22 

1965-66 

11.0 

8.3 

33 

1966-67 

12.3 

9.7 

27 

1967-68 

13.2 

11.3 

17 

1968-69 

13.7 

13.1 

3 

1969-70 

14.8 

15.1 

~1 

1970-71 

16.0 

17.7 

—9 

* Excess of capacity over peak load 
expressed as per cent of. peak load. 


The Lessons 

THE principal lesson to be drawn 
from the survey is the need for 
advance planning in power. The 
gross margin on the basis of existing 
power schemes and those sanctioned 
or under construction is expected 
to fall off sharply from about 33 
per cent in 1965-66 to less than 5 
per cent in 1968-69, and thereafter 
capability dips below peak load, 
giving a negative gross margin. 
Now, if power supply is to be aug¬ 
mented in the early years of the 
Fourth Plan, work on some projects 
will have to start during the cur¬ 
rent Plan. It can be argued, there¬ 
fore, that the five-year period for 
power planning should extend from 
the middle of one five-year Plan to 
the middle of the next. 

The consequences of the present 
practice of sanctioning power pro¬ 
jects during a Plan on the basis of 
the estimate of power demand at 
the end of the shine Plan are illus¬ 
trated by the year to year increase 
in generating capacity expected, 
during the current Plan. Of the 
total increase of 6.9 million kW 
planned for the five-year period, the 
increase expected ft i the first three 
years is only 2.4 million kW, or 


>»n -di(Wt ti thiri ft 

- id unfteraOtod Why this jshOpid be - director is nut p wisiW af to ftmesma 
so sinus a thermal power project 
uoxmauy takes aoaut tnree years-to 
complete alter ft Has been sanction¬ 
ed and aii necessary financial allo¬ 
cations have been made; hydro pro¬ 
jects; at course, take even longer, 
acnemos intended to go into 'ope¬ 
ration, say, in toe first year fit toe 
hourtn lr,an, therefore, nave to be 
taken up right now. ifie principal 
reason lor uw acute sno,tage of 
power in the first two years of the 
current flan was - that uetaned exa¬ 
mination ol schemes was not under- 
taxen till after the beginning or tne 
plan period, it wouiu appear tost 
this lesson has not been entirely 
lost on uie Government, for it has 
been reported that nve power pro¬ 
jects wuicn are to-go into operation 
in the eariy part or tne rourcri flan 
have already been sancuoned. 

The other lesson of the survey is 
that it would be almost impossible 
to match power supp.y ana demand 
throughout the country unless co¬ 
ordinated and integrated regional 
grids are developed. Only toed can 
surpluses and ctehcits ne evened 
out. besides, as noted above, with¬ 
out such grids power systems have 
to maintain unnecessarily high gross 
margins. In other words, with grids 
the sanife capability would be enough 
to meet lb to 20 per cent larger 
peak loads than in the cate of iso¬ 
lated power systems. At the techni¬ 
cal level, therefore, there has been 
for long complete agreement on the 
need for planning power projects on 
a regional basis and for establish¬ 
ing regional grid* leading gradually 
to an alMndia grid. For this pur¬ 
pose, it has also been decided to 
split Up the Country into seven re¬ 
gions, but this may not go very far 
as 'the opposition to the develop¬ 
ment of grids has been principally 
political trom State Governments, 
particularly of States with surplus- 
power ,at present, who do not look 
kindly at the prospect of losing 
Control over the use of power pro¬ 
duced within their States. 

Bankers' Business Interests 

'J'HERE is nothing ‘in thp law to 
prevent a wide ramification of 
die business interests of bank direc¬ 
tors. The only restriction, apart 
from the overall lintit placed by 
the Companies Act of 20 director¬ 
ships per Individual,, i* that, under 


in a similar eepfi«Sty v^t anspjib^r 
Lank or with a company .-wthieh 
' Jwstds - 'More^ljfito :m^“,c«it, 
voting rights of the bank concerned. 

This 1 it: to 'jsfivent, 

financial power and unhealthy buai- 
■ ness domination ‘ 
affairs. All. the same, financial, 
commercial and industrial ittferiSts 
are, closely linked. ■. 

Some indication of the extent of 
the merger of financial and business 
interests is given in a Study -of the 
interlocking of directorships between 
banka and other companies in 'the 
annual number of “Company New* 
and Notes”, an official publication 
of the Department of Company .Law 
Administration. - 

The study, pertaining to 1961, is 
concerned with 188 < directors in 
20 leading private banks (that is, 
excluding the State Bank- and its 
subsidiaries) which is claimed as a 
75 per cent coverage of the Indian 
banking sector. These 188 indivi¬ 
duals held, in addition to their posi¬ 
tions in the respective banks, a 
total of 1,452 directorships in 1,289 
other companies, which gives an 
average of 9 directorships per head. 
Only 24 of the directors did not 
feature on v other boards, being 
content with the directorship of 
the banks. Others were more ambi¬ 
tious; there were 37 who were 
directors in 11 to 20 companies 
and 23 who were weighed down 
with more than 20 directorships 
each. This seeming violation of the 
Companies Act is explained by the 
fact that the study includes al9o 
corporate bodies engaged in non- 
profit-making operations: and co¬ 
operative inatitutioilfi. However, this 
“phenomenon of multiple director¬ 
ships 1 ” is found to be more prono¬ 
unced among bank directors than 
among their opposite numbers in 
other corporate groups such as 
“Urge companies" and “marketing 
companies". 

An interesting feature of the study 
is the details of individual banks 
in the sample — the type of infor¬ 
mation seldom given in the Reserve 
Bank’s studies and analytes. Itt 9 
banks (including the ‘top 5*), 
directors held directorships in other 
companies. Foremost was' the Bank 
of Barbda, Whose. 12 direotors heW 
a tdial of 19fr directbpdii'p* OTdf 
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H»-6ju»k of India’s pfisitiDh 
■»fas unique; each of it* 11 directors 
bold similar positions in 10 and 
xpiore companies yielding a total of 
•174 .directorship* (pot one of Which 
tyad in a nonprofit association). 

But what is more important is the 
direction, so to say, of the business 
interests of bank directors! And 
here the study is something of a 
disappointment. It does give an in¬ 
dustrial grouping of the director¬ 
ships hut this is much too broad to 
yield information of any interest or 


regime into 'civilian . 
has headed the military regime staoe 
the coup of May' I96\, and now, 
like Ms confreres, Ayufc Khan in 
Pakistan and Gursel in Turkey, he 
nttist legitimise his government by 
popular appeal. Originally, the 
wraps were removed from Korean 
politics early this year, but the al¬ 
leged ■ discovery of a coup plot 
prompted Park to reimpose military 
rule and threaten dial it would 
continue ior a further four years. 
Now he is all set for a further at¬ 
tempt — and if, the Presidential 


significance. For instance, “manu- elections next Tuesday »e a 


factoring and other companies” is. 
a single head, with no further 
breakdown although it accounts for 
over 80 per cent of the total director¬ 
ships covered by the sample. 

Another pertinent question is, 
how did these links come to be for¬ 
ged ? While some directors may 
reach banking via industry, some¬ 
times banks seek and acquire busi¬ 
ness interests. The study states that 
“very often” banks secure a right 
to nominate, directors on their client 
companies on the basis of agree¬ 
ments to “protect their interests”. 
This feature certainly seems worth 
further probe. 

It is difficult, on the basis of data 
available, to see the implications of 
this sort of interlocking. It could be 
dismissed as an inevitable outcome 
of a shortage of entrepreneurial 
talent in the country. On the other 
hand, the representation of indus¬ 
trial group interests in banks does 
mean an impediment to the free 
flow of credit. There is also some 
danger of unsound banking practi¬ 
ce®, which the Banking Companies 
Act seeks to prevent. It specifies a 
limit to the shareholdings of a bank 
in any one company. It also for¬ 
bids the grant of unsecured loans to 
any of its directors or to firms and 
private companies in which any of 
them is interested. Unsecured loans 
to other corporate bodies on whose 
boards the bank’s directors are re¬ 
presented have to be reported each 
month. Thus existing regulation 
extends to unsecured loans only. 
But ‘security’ is a concept of extra¬ 
ordinary flexibility. 

Pius ca Chang •? 

AN Tuesday next, the forty-six year 

old South Korean General, Park 
Chung-hee, will seek to slide his 


.from the Army’s viewpoint, Parli*: 
meijtary elections will follow on 
November 26 as a prelude to the 
inauguration of the Third Republic 
of Korea in December. 

Park, despite his desire, to form 
a party which represents all fac¬ 
tions in the Army (particularly, the 
powerful ‘Hamgyung Generals’), is 
being 'nominated for the presidency 
by the Democratic Republican Par¬ 
ty, the creation and mouthpiece of 
the junior (and radical) officers. 
His main opposition comes from 
‘Tiger’ Song Yo Chan. ex-General 
and ex-Prime Minister, and now 
candidate for the old pre-military 
politicians, coalesced in the Liberal- 
Democratic Party. The revival of 
politics so soon after the relaxation 
of military rule shows (us in both 
Pakistan and Turkey) that the 
Army has not succeeded where the 
politicians failed: in unifying the 
country. After the long years of 
Rhee dictatorship, the solitary year 
of political instability under Chang, 
two years of Army rule have merely 
postponed the solution of the real 
problems. Now, the fourth largest 
Army in the world is faced with a 
cutback in American aid, its life¬ 
blood, and, as a consequence, can 
no longer remain a power separate 
from Korean society — the Army’s 
power must now derive from Korea, 
not from Washington. The scale of 
US aid in the past has been im¬ 
mense -— $ 5,000 million since the 
e'nd of the Korean War, an average 
of roughly 8 300 million economic 
and 8 280 million military aid per 
annum (compare this to India’s 
total current annual US aid, 8465.1 
million; and South Korea has a 
population of only 22 million). In 
the years of unlimited American 
aid, Washington institutionalised 


"Korean dependence on Itself. 
the but two years, as a partial 
product of attempts to strength 
the dollar, that aid is being 
dneed — more emphasis is ,plab 
now upon loans rather than gran 
The ‘Buy American’ campaign cil 
rehtly threatens to cut Kowk 
receipts from US military spend?! 
by half. '"■ ■ . 

." • I ... '.U. 

Accordingly, the Array must sei 
popularly sanctioned political si 
bility as a lever to aid its program 
uni of domestic development, th 
proceeds of which can replace th 
dole from the Pentagon. The fit 
Five ifyar Development Plan, hoi 
aver, wa* far too ambitious — 
expansion of the economy srim 
luted imports so far as to cut -res* 
ves in half in the first eighUx 
months of the plan while expor 
stagnated, In July, crisis adit 
prompted strict import oontr 
which, in - its 1 turn, accelerated 
flation through the resultant soa 
cities and dampened domestic ac 
vity. In addition, consumption hi 
been rising very fast, and high) 
prices have hit the urban worfcei 
and reduced domestic savings, i 
the loss of investment and futu! 
growth. The wholesale price ind« 
has climbed by 60 per cent situ 
early 1962, and rice, price* are sal 
to. have risen 120 per cent aim 
the beginning of this year. Paymei 
of high support prices for agriev 
tural output to stimulate run 
development has not only stimi 
lated uie inflation and borne beavil 
upon the urban population, bi 
also prompted a growth in rur 
consumption greater than agricu 
tural output. Agricultural produ 
tion is rising by about one p< 
cent per annum, while the popui 
tion advances by three per cea 
and per capita consumption ev 
faster. 

AH this is hardly a success stor 
but, like Gursel (and his pred 
cessor, Menderes) in Turkey, Pai 
has at least kept the peasan 
happy — a'nd despite grievances i 
the towns, among the fishemv 
I who demand an extension i 
Korean territorial water* to for 
miles to counter Japanese compel 
tion), the politicians and the pres 
it is highly likely that Park wi 
be able to become a civilian Pr 
sident, 1‘n doing so, few of r 
real problem* will have been loud 
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suggest the shape of the future: 
the loosening of the Cold War 
Moca, as well as the weakening, of 
tha doljar, both pose irresistible 
temptations for the satellites. 



v 

record profit of Us 3.5 crores 
and the Shipping Cotporation turn¬ 
ing in a not insubstantial Rs 1.3 
crores, there is cause, for jubilation 
in the Ministry of Transport. Both 


_ M 

’^W^asgpj:. tbter- 
natrosil mdukriei'whfcb^tgswfe been. 
besi<fa£ going through c vfffiole^ed 
slump. If Atr-htdfat‘s p«%manco 
has. evoked superlatives, the Skip¬ 
ping Corporation deserves bot mucb 
less. The annual reports of both 
have a glow about them and alt 
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TW Shipp log Corporation’s gross 
earnings increased by about 31 per 
oenY from Ra 7.9 crores to Rs JO.45 
crdrts and it* net profit, after pro¬ 
viding normal depreciation, has gone 
up by about 24 per cent from Rs 
1.07 crores to Rs 1.32 crores; the 
number of ships owned by the Cor* 
pomtion increased from 20 to 27 
and, correspondingly, the quantum 
of cargo carried rose from 8,69,784 
to 11,89,274 revenue tons. At the 
same time, costs have hot increased 
in step; operating expenditure 
(which represents direct costs) has 
gone up only fractionally to 66.85 
per cent from 65.11 per ceht of 
revenue; management expenses (re¬ 
presenting indirect costs), hot sur¬ 
prisingly, have remained more or 
less static; this is as it should be 
with rapid expansion. 

Comparison between two consecu¬ 
tive years, however, does not give 
the full picture. The Corporation’s 
achievement in 1962-63 nan be 
better appreciated by a comparison 
with 1959-60. Between the two years 
eartiings grew from Rs 4 crores to 
Rs 10.5 crores; a small loss was 
transformed into a profit of Rs 1.32 
crores; and the Corporation’s fleet 
grew front 14 ships to 29 ships. By 
the end of this year the Corporation 
will have 35 ships and with 10 ves¬ 
sels under construction and 16 more 
planned for 1966-67, it is more than 
likely that it will become India’s 
largest shipping company within a 
few years. Jay anti may have had a 
faster rate of growth, but the Cor¬ 
poration’s growth has been more 
balanced and sustained. Much of the 
credit for this goes to the Managing 
Director, C P Srivastava, who has 
been singled out for special mention 
by the Corporation’s Chairman, 

Yet — there is always the ‘yet’ — 
with all praise it needs to be said 
that much more than its own efforts 
have contributed to the Corpora¬ 
tion's achievement. Angels from 
Delhi have zealously stood guard 
over the Corporation. It has relied 
heavily on Government assistance in 
securing cargoes and used the power 
of the Government to get a cosy 
niche in the sunniest trades. The 
Corporation is unique not for its 
services or operating ability but for 
the privileged position it enjoys 
among the nation’s shipping com¬ 
panies, 
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-' As a mult though tta Shipping , na 
Corpbraiibii. 'rjas ' ’had a, djfaaftifc no 


Corpbraiibh. 'has ’had a, .dynamic 
growth, it has still failed to 'esta¬ 
blish a style. Other major compa¬ 
nies who have had to fight for their 
place are recognisable by some dis¬ 
tinct characteristic; Scindias are the 
saviours and natural leaders of 
Indian shipping; they are respected 
as much for their balanced approach 
to problems as for their past sacri¬ 
fices; India Steamship is known for 
its grand mariner — like Marvell on 
Charles I at the time of -his execu¬ 
tion, one can say of it “he nothing 
common did or mean”; Jayanti is 
spectacular and dynamic; Great 
Eastern is recognised for a certain 
operational shrewdness and care. 
Against these companies, the Ship¬ 
ping Corporation has still built no 
distinct reputation; it has entered 
trades without fighting, and has 
fought others who wished to enter. 
It is listened to not as a shipping 
company but as an arm of the Min¬ 
istry of Transport; it has been ad¬ 
mitted into Conferences as a sop to 
the Government. 

These criticisms, however, cannot 
dim the Corporation’s achievement 
in the last two or three years. The 
Corporation’s Ship has come off the 
shoals and shallows and entered a 
sea calmed by Government oil. This 
achievement deserves all praise. But 
before the Corporation takes its 
rightful place as the leader of 
Indian shipping, it will have to fate 
heavier weather as its competitors 
are doing; leadership can come only 
through sacrifice. Excessive con¬ 
cern, prompted no doubt by pre¬ 
vious criticism, with maintaining 
profits on the part of the Corpora¬ 
tion may well ultimately harm 
Indian shipping by forcing other 
Indian shipowners to withdraw and 
reduce their trade iii order to make 
way for the Corporation. The 
strength of the Corporation and its 
special privileges should be used 
k not to oust other companies but to 
help Indian shipping as a whole 
get a better hold on Indian trades. 

Lack of Rupee Finance 

^jJ^HEN the Government set up ihe 
Committee on Utilisation of 
Foreign Aid under the Chairman¬ 
ship of Dr V K R V Rao, we had 
remarked in these columns on June 
29, 1963 that the problems which 
were referred to this Committee 
were primarily of an operational 
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not by economists, but bjr people 
conversant with the detailed proce- ' 
dures relating to the getting and 
utilising dl foreign aid—procedures 
which seem to stand formidably m 
the way . of more expeditions as' 
welt as rational use of foreign credits 
tied to specific industrial projects. 
From such reports as appear from 
time to time of the representations 
made to this Committee it seems 
dial simplification of procedures has 
been the major theme. But in a 
complex matter like this, various 
other considerations are boutad to 
have varying influence in particular 
instances. Among the more import¬ 
ant factors affecting the pace of 
utilisation of aid is the ease with 
which industrialists can mobilise 
rupee resources. 

The failure to mobilise rupee re¬ 
sources has been stated to be an 
important factor in a number of 
■contexts. Especially since the Em¬ 
ergency, capital has become shy and 
floatations in the open market have 
dwindled very considerably. Repre¬ 
sentatives of industry have repeatedly 
drawn the Government’s attention 
to this. Assessment of the Govern¬ 
ment’s tax measures so far iri the 
Third Plan indicate that the addi¬ 
tional revenue will be considerably 
more than what was anticipated. 
This means, in other words, that 
substantially large amounts are be¬ 
ing transferred to Government, leav¬ 
ing that much less for private in¬ 
dustry. 

The major term financing institu¬ 
tions like I F C. ICICI, and the 
State Financial Corporations are 
also facing shortage of rupee re¬ 
sources to finance industrial pro¬ 
jects. A specific case of the lack 
of rupee resources holding up utili¬ 
sation of foreign aid is the World 
Bank loan to private coal industry. 
Even after special efforts by Govern¬ 
ment to provide rupee resources by 
arranging for special refinancing 
measures for banks, the World Bank 
loan remains partially unutilised. 

The problem of rupee finaftCe for 
private industry is known to be en¬ 
gaging the attention of the Govern¬ 
ment at the highest level and some 
palliatives are expected to be an¬ 
nounced soon. But when such major 
issues as taxation are involved, only 
minor concessions and adjtMtments 
are all that the Government will be 
able to offer, 
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i Matter of Policy 


NOTHING is happening — or so 
it seems at the moment to- the 
Capital-oriented. Yes, K" a iron’s fu¬ 
ture seems very uncertain. Sucheta 
Kripaiani is running into a fierce 
conflict with the High Command, an 
expendable pawn in the game of 
Congress power politics. S K Patil 
has titillated the critics of the ruling 
party, although his flirtation with 
Atulya Ghosh is hound to sour the 
reaction and to lose him some of 
his affluent allies. Bakshi Ghulam 
Mohammad is ' obviously having a 
difficult time easing himself out of 
power in favour of G M SaditJ. And 
Kamaraj, together with other Con¬ 
gress leaders in the South, is begin- 
ing to wonder where this ‘spoils 
system’ will lead to if his own poli¬ 
tical preferences are not sharpened. 
But Delhi feels that it would be 
dangerous to move boldly unless the 
mess in the States is cleared. 

However, it is no longer possible 
to drift. The annual jamboree of 
the ruling party is scheduled to be 
held in Jaipur in the first week of 
November. Unlike as in the past, 
it will not he a rubber-stamping 
session. Reports coming into the 
headquarters of the party in Delhi 
suggest that Paul's ‘plain speaking’ 
has encouraged large, and hitherto 
voiceless, sections to demand disci¬ 
plinary action against those who 
have reduced the nation’s largest 
political force fo a much splintered 
organisation misused by a corrupt 
and power-hungry leadership. The 
demand is at last rising that the 
party be rid of those who do not 
■subscribe to its policies and pro¬ 
grammes. But what are those poli¬ 
cies and programmes? Nobody 
, see ills to be capable of formulating 

them,- except in very general terms. 

. Mailing for the Axe to Fall 
, Visitors to the Capital these days 
are shocked by the incapacity of 
Union Ministries to act on any major 
matter. Secretaries, Joint Secretaries, 
Deputy Secretaries, Under Secreta¬ 
ries..and the assembled hosts of all¬ 
knowing clerks are all waiting for 
,the promised reorganisation of the 
Government. Even most of the Mini¬ 
sters and their deputies — apart 

m ': 
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from Suhremafiiam’g team — Have 
little appetite for work. They do 
not know what is to become of 
them. On the other side, T T K 
appears to be ‘digging in’, making 
the most qf this .paralysed situation. 
Indeed, exploiting Aioka- Mehta’s 
reluctance to involve himself in 
Cohgress politics, he is now getting 
into position to digest the powers-of 
the Planning Commission and reduce 
it to a brains’ trust! The' situation 
baffles -even -the- incurable optimist. 

If this is true of the Centre, then 
the organised chaos in the States 
can well he imagined. A senior 
official from Uttar Pradesh was tell¬ 
ing me that the government there 
came to a full stop Very soon after 
the charge of ‘moral turpitude’ 
(.tic!) was launched against Ala- 
gurai Shastfi — and no early re¬ 
sumption seems . possible despite the 
make-belief of . Sucheta Kripaiani. 
Kashmir vs fully involved m ’ the 
battle to preserve the ‘institution¬ 
alised corruption’ of the National 
Conference by preventing Sadiq’s 
rise to power. Soon, the Punjab 
will be in the throes of the explo¬ 
sive post-Kairort period. Is this the 
proverbial writing on the wall? 

Pressures on Nehru . 

On the surface it certainly looks 
very much as if the Prime Minister 
has become a victim of the theory, 
actively propounded by the friends 
of those who have been purged, that 
any further action under the Kama¬ 
raj Plan will only split thr party 
irrevocably, make powerful enemies 
out of friends, a la Patil. polarise 
sharply a rather convenient amor¬ 
phous situation and make the Prime 
Minister himself a captive’ of a 
hunch of political adventurers, who 
are under communist control. 

The theorising is intelligent, for 
these fears have also in the past 
.inhibited the thinking of Jawaharlai 
Nehru. Yet, for the first time after 
decades he knows that to stop short 
of the full implementation of the 
Kamaraj Plan, even though its ori¬ 
ginal propagators have either with¬ 
drawn their support or tremble at 
its implications, is to decree the 



slow death of the Congress Party or 
to reduce it to a machine' for the 
aggrandisement of parochial faction- 
leaden* and their like. , 

Debate on Policy Essential' * ’ 

Every day, it becomes dearer 
that only a carefully worked out 
programme can steer the rnHng 
party and thp' coutvtry back tq a 
position which is both dynamic and 
relevant.- The first phase of the 
Kamaraj Plan should have been 
devoted to this aspect, but we seem 
to have become, oblivious of it ih 
our frenzied worship of individual 
heroes. Even now it is not too IHte 
to re-assert the principal policy 
directives of the. ruling party and to 
give them form and substance in the 
course of the deliberations at the 
•Jaipur Session. 

t. 

In his own manner, S K Patil has 
made this necessary. If he continues 
his polemic at Jaipur, he may well 
succeed in forcing an all-round de¬ 
bate on policy. This would be most 
valuable, particularly if the Prime 
Minister arranges the much overdue 
reorganisation of the party on the 
basis of the debate and in terms of 
need lor political coherence in the 
leading eclielo-ns at tire Centre and 
in the States. 

This return to matters of policy is 
noticeable to s'oinr extent in the com¬ 
ments which are heard about the 
goings-on in the Finance Ministry. 
Jt is common knowledge that the 
haphazard destruction of the fiscal 
measures projected during the re¬ 
gime of Morarji Desai is causing 
grave embarrassment within the 
Ministry. It is true that there was 
much to' he remedied, but few eco¬ 
nomists are prepared to lake, the 
position that everything was wrong. 
Morarji Desai’s bold effort to raise 
resources would have been more 
effective had he beem sensitive to 
criticisip, and it should be the task 
of the new -Finance Minister ration¬ 
ally to analyse the mistakes made. 
The present mercurial, pragmatic 
approach towards fiscal polities is 
highly objectionable. • It lack* seri¬ 
ousness, is pushed without prbper 
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ing place, the gloom is thick and 
difficult to dissolve. 

Obviously, the Union Cabinet has 
to start functioning as a collective 
if we are to possess a policy with 
a perspective. The Prime Minister’s 
delay over the full reorganisation of 
the Cabinet is, therefore, exasperat¬ 
ing for those who know that the 
present drift can take us on to the 
- not-to-distant rocks. The only way 
to cheer Up is to think of the state 
of affairs prevailing in some neigh¬ 
bouring countries. But, then, this is 
small comfort. 

Congress ' Serenade : Atulya 

Ghosh, West Bengal Congress Chief, . 
denied the existence of any left-wing 
in die Congress. He said that at 
' least ninety per cent of Congress¬ 
men believed in the organisation’s 
ideal of socialism and those who did 
not support this ideal had no right 
to be there! 


From the London End ■ . . 

Wilson’s Grand Strategy 


'J’ME Labour Party Conference at 
Scarborough was a great perso¬ 
nal triumph for the leadership, of 
Rafqld Wilson; it was also historic 
for presenting the' new image' of the 
Labour Party as a united, copstruc- 
tive, forward-looking, scientific 20th 
’century party which is going .to pull ■ 
■ Britain out of the doldrums. 

In the past, the Labour Party has 
been torn by internal dissensions 
and fundamental differences between 
the Right and Left wings, while the 
Conservative* have always main- 
' tained ■ the picture of a strong unit¬ 
ed party. This year there has. been 
a. reversal in the traditional role of 
tlie Labour and Conservative parties, 
In the eight short months ‘ he has 
been in power, Wilson has not only 
shown an uncanny ability in lead¬ 
ing the Party, but, has succeeded,' 
beyond the most optimistic hopes, 
in reconciling what has hitherto 
been believed to be irreconcilable 
elements. At the same time, the 
Conservative Party is now torn with 
internal dissension over the leader¬ 
ship” of the party. Labour emerged 
from the Scarborough Conference 
with,-a new sense of u'uity and pur¬ 
pose, reflected in the moving and 
unsolicited testimonial given by 
George Btowti, the defeated ■ candi¬ 


date for the leadership, for the di¬ 
rection and leadership given by 
Harold Wilson, "Though I had my 
doubts, perhaps, about the way we 
reached our leadership decision six 
months ago, l am very glad to-day 
sincerely and honestly to- pay tri¬ 
bute to the way we are being led”, 
said Brown. Obviously, nothing suc¬ 
ceeds like the hope of success, and 
■with political power so very nearly • 
within the party’s grsfcp,' the mood 
of the Conference was one of sup¬ 
reme confidence. 1 

Left-of-Centre Stand Pays •• 

One of the reasons why thr Party 
has become more united under its 
new leader is, besides the supreme 
skill with which he has handled the 
Right Wing supporters of Gaitskell 
who begrudgingly accepted his lead¬ 
ership I some have- even unkindly 
suggested that he deliberately played 
Brown against Callaghan), Wilson’s 
Left-of-Centre stand which Has made 
him more acceptable to the Left 
Wing dissidents in the Party. 

Another factor which has served 
to cement the unity of the Labour 
Party is the attitude of Frank Cou¬ 
sins, who was deeply suspicious of 
Gaitskell-as a parlour socialist whose 
background prevented him from 
being a, real socialist, and who 


would not, therefore, use the Labour 
Party as an instrument of thorough- 
going social change. This lay be¬ 
hind much pf the dissension in the 
Labour Party. The link between the 
Trade, Unions and the Party, which 
had been so effective in the past as 
a result of the co-operation between' 
Attlee and Bevin, was broken under 
Gaitskell, and this led to much of 
the bitterness in the celebrated pub¬ 
lic squabbles over . defence and 
Clause 4. 

On the eve of a General Election 
it Was only natural that Party lo- 
ytalies would serve to smooth out 
the differences which, in the past, 
have been so regularly exhibited at 
Labour Party Conferences. The 
agenda was skilfully arranged so 
that defence, foreign policy and 
nationalisation — issues that have, 
generated the most bitter arguments 
in the past— were excluded on the 
grolmd that they had been suffici¬ 
ently discussed in the last three 
years. Denigrators of the Labour 
Party have commented rather acid¬ 
ly on this and said that the appa¬ 
rent unity of the Conference was 
based on the exclusion of these key 
and controversial items. 

The keynote of this highly suc¬ 
cessful Conference was set by 
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WilsofT speech which amply illus¬ 
trated bow much he has grown in 
stature and gained in confidence. It 
was serious and purposeful and im¬ 
parted a sense of responsibility, to 
the assembled delegates. Socialism 
was defined in terms of the scientific 
revolution. Wilson said that even if 
there had never been a case for 


socialism before, automation has 
created it now. Technological pro¬ 
gress could be directed to national 
ends only if It became part Of na¬ 
tional planning. The main theme of 
his speech wag the need for change: 
“The overdue need for this country 
to adapt itself to different conditions 

.There is no room for Luddites 

in a socialist party”. Wilson point- 


not to drop Clause 4s but to- re¬ 
define socialism in terms of the 
scientific age. Instead of nationalis¬ 
ing old, ailing sectors of the eco¬ 
nomy, Britain should apply public 
ownership at the growing-points of 
industry — in the manufacture, for 
example, of products created by 
Government-sponsored research and 


In Mining Industry... 

THE MUCH NEEDED VENTILATION 
AND PURIFICATION OF AIR 



Ventilation of air thousands of metres below earth's surface and 
the removal of toxic gas in the pits is affectively dona by SF 
equipment 

Some of the oldest mining companies of the world have relied 
onSF ventilation equipment for decades. The engineering skill and 
over half a century of experience of 5wedish technicians in SF 
ere today available in India. 



- AIR SERVING THE WORLD 

£ SF PRODUCTS INDIA LTD. 

^ (Subsidiary of AS Svanak* Flaktfabrlken, Sweden) 

§ H ** d ! 1A ' St Terrace, Waning., Calcutta 22 , Phone : 45.5*7. Branch Office. : Himalaya Hcute, 5th Floor, 

~ Palton Road, Bombay-1, Phone : 264782. 42A, Harrington Read. Chetput, Madraa-31. Phone : 8271-4 
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the State will control .them.It growth that could help .to make a pound at home and abroad. " The . 

a >b«rfc 'principle that profits re- reality of an. incomes policy, for new Ministry of .'.Production ^ would • 

suiting ftOBJ- research shouldaccrue - s6 ling‘as an expanding : economy deal with the nation’s physical re¬ 
in good mensure to.the' Comtnunity ’ranks high in Labour priorities, the sources and would draw ujp plaris 
^.t|fl? «eatea / . thSm ,, .'' f $Tien new in- majqr TVade Unions can be' count-, and see, to it that other dep/urtmeuts' r 

* dastrieS were set up,, the Govern* ed on to“ co-operate. The Confer- enforced them. It would concent it-. 

m«tt ivouia iteBfder.whw*- they 'west, tftjce has, certainly accepted the de- self “with a considerable de|pee of 
,jwvitajising Britain’s declining indus. sirahalUy for concentrating on real purposive physical. hrtervenUpn' .in . 
"tries'for • pew tasks. Wilson* ttnpha* earnings and rfcjating the fhctaue in' industry, aftd with changes m the 
' Jsiiedmoney wages to the average i» : structure ‘ .of British* industry’^, 

crease in *pr6ductivity. The attitude *‘Neddy” will obviously continue 

to growth, puts, the whole question under a Labour Government, ’but 

of aft incomes policy fn a new-light, 
described by Cousins a? “The plan¬ 
ned growth of incomes not wage 
restraint”. Faith in the socialist .in¬ 
tentions of Mr Wilson was enough 
-to persuade both Ted Hill (whose 
resolution’ condemning- * wage, 
freeze was passed - at the T U C Con¬ 
gress at Brighton) and Frank Cou¬ 
sins, who was no less forthright in 

- f A * n ** a „t l U Z gimmick. He has always been Scie* 

lateral wage freeze, to accept the * jnclinf a and 4e story go« 

nartv s motion on an incomes poll- - < , . r- ...... 


<. (a) The need to" produce ajore 

. scientists. ’ ‘ 

1 i{b) The need to keep them ft* 

. ; * Britain, < 

* . * 

(c) To lhake ' more intelligent 
use of them when trained, 

* • and , 

"(d) To organise .British industry 
- ' t • »6 that it applied the results 

• of scientific research more 

purposefully. 

.Emphasis on Growth 

It is* to Labour’s lasting credit 
that it has appreciated, the vast scale 
upon which technology promises to 
transform society in the years, ahead, 
and'is planning to give the intelli¬ 
gent use of scientific resources . a 
pre-eminence which the Conserva¬ 
tive Party has ncVcr allowed.' How¬ 
ever, it remains to lie seen whether 
the more extreme .Left Wing of the 
Labour Party will be prepared to 
accept this redefinition of socialism 
and believe that science and tech- 
, nology by thelnselves 1 will more 
than a'ny other single factor trans¬ 
form the British attitude to class, 
and that the desire for scientific 
efficiency wijf both produce and be 
produced by social equity. The t)aily 
Work's, for example, pointed out 
that unless the monopolies are na¬ 
tionalised, the programme outlined 
by Wilson would mean more steps 
by the State to prop up private in¬ 
dustry. They have suggested that 
Labour's bland of. planning ainis 
end,y at making the capitalist “mix- . 
ed economy" work better than 
under the Tories. * . ‘ 

Perhaps the most important as¬ 
pect of Wilson’s speech was his- re¬ 
cognition of ijie fad that the .key 
to the solution of Britain's prob¬ 
lem? lies ft* rapid economic growth. 
“This Conference recognises . that the 
‘ -alms of economic policy should be 
■Jo, secure full employment and cOn- 


plans would -be Initiated by the Min-’- 
istry" of Production and endorsed by 
“Neddy”, ae, opposed to the pre¬ 
sent system under which “Neddy” 
takes the initiative while its minis¬ 
terial chairman, the Chancellor of, : 
the Exchequer, is somewhat passive* * 

No Electioneering dmmicfc 

Wilsoii’a interest in the scientific 
revolution is no mere electionliering 


party's motion on an incomes poli 
cy. In tjbe • eVr'nt, the motion on 
planned economy which included an 
incomes policy covering salaries, 
wages, dividends, profits and social 
security benefits, wa« carried by 
6,090,000 votes to 40,000.' 

Shape of Labour Government 

Some idea of the changes which 
a Labour Government would intro¬ 
duce in the machinery- of Govern¬ 
ment are now available. Wilson is 
thinking in terms of n number of 
new Ministries, a Ministry of Pro¬ 
duction or Economic Planning, 0 
Ministry of Science, a Ministry for 
Overseas Development, a Ministry 
for Disarmament and -a Ministry 
for the United Nations. The most 
controversial of these- changes is 
the appointment of a Ministry of 
Production and Economic Plan¬ 
ning. The Labour’ Party is to make 
a distinction -between the control of 
finance and the management .of phy¬ 
sical resources, between the needs 
of the balance of payments and the 
claims of domestic expansion. The 
idea is to divest the Treasury of 
economic responsibility which will 
go to the new Ministry'. 

To compensate, for this, more 
power will be given to the Chan¬ 
cellor of the Exchequer to control 
expenditure and he will he a real 


...... g®“; 

that when asked by Grossman, a# 
Gaitskell lay dying, what difference 
Wilson’s leadership would .have on , 
Party policy. Wilson in said to baVO 
remarked,: “I would try- to 'release 1 
the energies of the scientists and 
technologist^”. One pf Kis first steps 
after election as leader Was to re¬ 
vive Labour’s IfnkB wjth science. 
Crossman was given the task of - 
producing a plan for science which 
was to be the dominant theme for 
the Scarborough Labour Party Con¬ 
ference. Among the- experts con¬ 
sulted to draw' up this programme, 
were Professor Blapkett, the disfin- . 

gitished Left Wing scientist. Dr Vi*. 

vien Bowden, Principal of . the 
Manchester School of Technology, 
and Robert Maxwell, the scientific , 
publisher. .' : 

By rethinking old socialist princi¬ 
ples ift hew scientific terms, Harold - 
Wilson has, according to Crossman, 
given to a Labour movement, un¬ 
able of itself to throw off the stuffy 
traditionalism that was making it 
obsolete and absurd, the moral lift 
required to make a hew start. 

The Scarborough Conference cer¬ 
tainly inspired delegates to the view 
that Britain could , earn for* herself 
once agaift, by technical skill and 
working ingenuity, a respected, 
place ftt the world, 
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Tirupati Conclave 



TPHE three Southern Congress 
strong men — Kama raj. Sanjeeva 
Reddy and Nijalirigappa — and the 
intruder from sophisticated and de¬ 
cadent West Bengal, Atulya Ghosh, 
met at Tirupati, went on to Maha- 
balipuram and then parted. Neither 
beauty nor worship touched them 
but' the strength and the Jure of 
political power did. No message 
came to them and none emanated. 
But important work was transacted. 

Despite the dramatic fact of his 
presence, Atulya Ghosh was far from 
being the central figure in the Tiru- 
pati-Mahabalipurnm conclave. Nor 
was the question of his elevation to 
Congress Presidentship the most 
serious topic of the guarded and 
delicate conversations. Both he him¬ 
self and his ambitions were inci¬ 
dental. 

What one can gather by probing 
the harriers of reticence is that 
Kamaraj was anxious to give some 
depth to his plan by providing it 
with an ideological foundation. 
Being rather free from ideological 
lumber, he found it a painful exer¬ 
cise, yet decided to share such 
thoughts as came to him with other 
thoroughly non-ideological persons, 
Sanjeeva Heddy and Nijalingappa. 
The pressure towards ideology came 
from the extraordinary outbursts and 
antics of Sadoba Patil, who has tried 
to make out thut Kamaraj had work¬ 
ed out his plan only to meet the 
challenge of the D M K. Later the 
Prime Minister, egged on by the 
evil genius of Krishna Meno'n, had 
used the Kamanaj Plan as an anti- 
Right hatchet. 

Kunnimj Slung 

It j? this patronising approach 
that has stung Karriaraj and he has 
made his displeasure widely known. 
During the Madras Pradesh Con¬ 
gress elections he is reported to have 
told his confidantes that the Plan 
was meant to revitalise the Congress 
throughout the country and not to 
meet a small danger in Tamilnad. 
Revitalisation could not be separa¬ 
ted f rum the moral tone of the orga¬ 
nisation and its eohesion around a 
programme of belief and action. 
Therefor*, the Plan needed to be 
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supplemented, rt needed ideological 
props. 

Kamaraj was particularly peeved 
by the fact that Rajaji was making 
full use of Patil’s broadsides against 
both his Plan and the socialist pat¬ 
tern of society. Rajaji’s comment 
tliat reading Patil’s speeches made 
him rub his eyes to see whether he 
was not perusing his own anti-Con- 
gress polemics, irked Kamaraj and 
woke him to the need for drawing 
dividing lines and making distinc¬ 
tions. 

He is, however, wary of the quick 
and far-ranging system of ideas 
propounded by persons like Krishna 
Menon and K D Malaviya. He likes 
and respects Menon and is genuine¬ 
ly convinced of Nehru’s indispensa- 
bility for India’s evolution to mo¬ 
dernity. But he is rather at sea 
when an integrated perspective plan 
is presented as the map of the road 
ahead. One step enough for me ! 
The road is built by those who tra¬ 
vel as they travel. And in this lie 
is far more in the tradition of Gan¬ 
dhi and much closer to the ‘Centre 
in the Congress, which is where the 
vast majority not only in that orga¬ 
nisation but in this land of ours is. 

Patti’* Strategy 

It required the linking by Patil 
of the drive for organisational reju¬ 
venation with the aims of advance 
to socialism — both of which the 
worthy Sadoba deplored to turn 
Karnaraj’s thoughts to questions of 
policy. This is the healthiest thing 
that could have happened and can 
hr an extraordinarily significant 
augury. It was to try to prevent his 
thoughts turning in that direction 
and to fix them on the far more 
trivial and tractable problem of who 
should be Congress President, that 
Patil despatched Atulva Ghosh. 

The line of argument was the 
familiar one of the baneful conse¬ 
quences of ideological choice sharp¬ 
ly presented for an organisation like 
the Congress and for a country like 
India. The impression had been 
created, Kamaraj was told, that the 
implementation of his Plan had 
been givqn, a.,Lgf^sttwist and that 
it was «?p08S^y v -therefore, to de¬ 


monstrate tangibly its ideological 
neutrality. This could be done by 
not adopting any harsh or censori¬ 
ous approach to Patil for his out¬ 
bursts and by giving the Congress 
Presidentship to somebody whom 
nobody could suspect of being a 
Leftist. 

It need not be Atulya Ghosh. But 
it should not be Indira Gandhi or 
jagjivan Ham. It could be Morarji- 
bhai, or why not Kamaraj himself? 
Stretching the point Lalbahadur 
Shastri could be accommodated but 
only as the best of a very bad bar- 
gaiu. It is thus that Paul’s emissary 
is said to have pleaded. 

What impact all this had on 
Kamaraj would have been difficult to 
gauge at any time. The dour nature 
of the man is his great asset. It 
is far more difficult now when the 
stakes are higher than they have 
ever been, when the man himself 
has not really made up his mind 
and when he is in the presence of 
utterly pragmatic colleagues, whom 
hr leads by representing, mirror- 
like. 

Neliru Must Give tile Lend 

The only indication of the way 
his mind was working was provided 
by the reported insistence by Kama¬ 
raj that the organisation, while it 
should also be a critic of the ad¬ 
ministration, must function princi¬ 
pally as the propaganda and agita¬ 
tion wing of the government. It 
must certainly represent popular 
grievances and desires but it must 
even more lake the policies of the 
Government to the people. The com¬ 
munal separatist and “old world” 
opposition parties had been able to 
do a great deal of mischief because 
such explanatory work by respected 
and powerful Congress leaders at 
the grassroots had long been aban¬ 
doned and only fitfully revived 
(luring the elections. The implication 
was clear enough. 

As for Congress President, Kama¬ 
raj is reported to have been in fa¬ 
vour of the continuance of Sanji- 
vayya who had all the advantages of 
being non-controversial, youthful 
and energetic—this could not have 
pleased Sanjeeva Reddy, except as 
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'«a . ieauraotti that. his Ht*I wotifU 
not be coming; to Hyderabad {or 
another year. ... 

' Nothing whatsoever is known ab- 
OUt what ideological programme for 
the organisation Kama raj arid his 
southern colleagues have worked 
out Or even whether they decided 
that no programme ig needed after 
all. If an ideological platform was 


A Kashmir Diary 


decided upon, it is scarcely likely to 
have been original or inspiring* but 
it would indicate a portentous shift 
nonetheless.,. ’ 

It now all depends on what Pan¬ 
dit Nehru is going to do. If he 
follows up his rather allusive criti¬ 
cism of Patii by a direct demand 
that the latter publicly eat humble 
pie or by insisting that ideological 
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coherence, in the -shape of. concrete 
policies is imperative it » very 
likely that Kamaraj will lead the 
South to give him powerful support. 
But should Panditji prevaricate add., 
become elusive and enigmatic then 
it is likely that the Southern strong¬ 
man’s reticence would damp down 
and the drift to die Right m the, 
organisation would become almost 
irreversible. 


Bakshi Is as Bakshi Goes 


JT is not altogether impossible to 

meet Kashmiris who are mildly 
sorry that Bakshi Ghulam Moham¬ 
med, India’s only other Prime Min¬ 
ister, may be on his way out under 
die plan on which has been plant¬ 
ed the paternity of Kamaraj. Such 
admirers of the Bakshi are, how¬ 
ever, mainly officials and other folk 
who have done well out of the re¬ 
gime. It would be an understatement 
to say that most Kashmiris are look¬ 
ing forward to a change that must 
follow Pandit Nehru’s greatly be¬ 
lated decision on Bakshi Ghulam 
Mohammed. Even those who have 
profited from the Bakshi adminis¬ 
tration appear to have singularly 
little respect for him or his many 
friends and relations. The Third 
Bridg;e? The left side is Bakshi’s, 
the right his brother’s. The Fourth 
Bridge? The right side is Bakshi’s, 
the left his cousin’s. That cinema? 
well, that’s Bakshi’s third nephew’s. 
How come this senior job has gone 
to that junior official? The man 
was useful to Bakshi on such and 
such occasion or that he is married 
to this or that Minister's third bro¬ 
ther's fourth daughter is the answer. 
The interest in these persistent 
stories begins to pall when one rea¬ 
lises that most of them are inaccu¬ 
rate only in detail, too true in es¬ 
sence. (e g, it isn’t this Minister but 
that; not the fourth daughter 
but the fifth.) To observe, as it is 
tempting to, that, in terms of cor¬ 
ruption at any rate, Kashmir is 
fully integrated, entirely in step and 
more with the rest of the country is 
to give in to an unpardonable deg : 
ree of cynicism. Sadiq, the PM to 
come, is, even his critics concede, 
an honest man. 

The question is terribly important. 
Kashmir had never known a very 


honest administration, whatever 
Rajatarangini might say. Never be¬ 
fore, however, did the people of 
Kashmir feel that they had a say, 
even a choice. Not that the say is 
heeded; not that the choice has in 
fact been conceded in full; but the 
feeling has a tremendous impact. 
Krishna Menon has spent months 
and years telling the world outside 
how cast-iron India’s case is in 
Kashmir. (The case is in fact strong¬ 
er than many think.) All India 
Radio and other agencies have spe'nt 
uncounted megawatts of power and 
propaganda telling the people of 
Kashmir how wonderful it is to be 
with India and how awful it would 
be with poor and backward Pak¬ 
istan, It is not true that this ton of 
talk was never accompanied by even 
an ounce of practice; the Indian 
Army was once almost popular and 
even now enjoys a high repute as 
“occupying forces’’ go. As both 
Americans and Russians should ap¬ 
preciate, it was rather more diffi¬ 
cult to choose the right civil admin¬ 
istration. Rigid honesty or ready lo¬ 
yalty? Russia, America and Britain 
should know that mistakes, such as 
India made, are easy to make, and 
that they may well be genuine mis¬ 
takes. What forfeits India’s right to 
be so tolerantly assessed is her re¬ 
fusal to be bracketed with any other 
country; the aggressive “holier than 
thou” attitude of the past, yet not 
entirely of the past, has earned 
India greater international opprob¬ 
rium than is her due. 

★ 

Being, rn part, bureaucratically 
inclined, this writer thinks an ho- 
nester, even if harsher, administra¬ 
tion, civil or military, would have 
stood India in greater stead. There 
is, however, no historical warrant 


for such a conviction. The recorded 
history of organised government »o 

far is too short to support the be¬ 
lief that a good government is al¬ 
ways popular. It still seems possi¬ 
ble that India took greater pains to 
ensure Kashmir’s representationiu 
the Lok Sabha than to see that the 
poor ponywallah in Pahalgam got 
his permit renewed without harrass- 
ment (meaning palm-greasing) and 
that, on the ground of being India- 
nor than thou, someone did not sell 
his property worth Rs 20,000 for a 
lakh and a half to some obliging 
Ministry at New Delhi. No outsider 
can know the compulsive exigencies 
of the complex situation in Kash¬ 
mir. It docs seem, however, that 
professed loyalty to India has been 
permitted to be a profitable statice. 
Perhaps there was no alternative. 
Perhaps there was, 

if 

Here in Kashmir a visitor is wise 
to la-ware of what he is told, A 
Muslim official, protesting too much, 
or so it seemed, said, “We want to 
be with India; but we want an 
honest administration. And we want 
all of the Indian Constitution ap¬ 
plied to Kashmir”. As present-day 
Indian standards go, htfnest admin¬ 
istration is very much a relative 
concept and a matter of opinion. 
There are not a few Indians who 
would love to see Kashmir turned 
into a State of India, with a Gov¬ 
ernor and a Chief Minister, as 
Bakshi Ghulam Mohammed has 
since announced he will bring about 
by amending the Constitution of 
Kashmir. Again, this writer is in 
a quandary. The separateness of 
Kashmir, as that of NEFA or 
Nagaland, may he awkward; it has 
not been proved yet that overdone 
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: tion) <b dot produce result* ore- toe'the **d 
ciSeTy 'contrary to those intended. Kashmir is 
' \On the other hapd, does not sepa- writer, has 
■ rateness, preserved and encouraged, not find tin 
tend tcf perpetuate itself? As this dried; he h 
Winter never tires of saying in pri-, tainties as c 
yate conversation,, he mighty gjsd or Vietnam 
v fie is not the Prime Minister ,of this . ‘ 

' impossible country and has not to , Titne to i 


r Vietnam -r- and Kashmir, ' 
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.Time to auxn, up. The-first thing 


Valley need it. The final reaeon 
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wfiat this writer -calls the eivtiiaing 
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which the balance ' of advantages, from that fatal Hii)du-Muslipj pola- as on the coloniser. fly having to 
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,political and other, are xafely as- 
4 cerlainable in advance with any¬ 
thing' approaching precision., 


risation; -an, actehtuaffdn of thf protend that India i* fu% Jwular 
process and its extenfion to Kaah- in Kashmir, Indian secularism With 
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thing' approHchmg precision., mu may seem ,logical tp Pakistan aFMu imperfections gsuis inutii 

and its friends. It must be obvious more reality. The intCTnadibhjU: 
W * even to them thal the process - can obligation to appear accep tab le ^ to 

• The nuestion Of Sheikh Abdallah only add to the sum total of human the Muslims of the Kashmir Valley 
can no longer be , deferred. New muttering. India may, fpr purpose* imposes pn tHe IrnJian, people and 

Delhi is quite mistaken in thinking of, propaganda, , exaggerate the the Indian Government ^e- addi: 

that 50 M Ps lately demanded £ clangers of disturbing the statils quo , Honal obligati on to be‘fair to its 
different manner of disposal of his which-no doubt suits her; But Pals- internal minorities. Kashmir-with'all - 
case otily to be rfifTicult with the istah fools fidbody when it suggests its. heaflbrcalang complexities may 

Government. Cuijty or Otherwise, He that the Kashmir Valley can be y e t have been allotted by history 

retains the affection of many, Hash- handed qyer to Pakistan" with no the great role of keeping at bay in 

miris. It is said that he was disen- repercussions at all. elsewhere m India the very real forces - of corn- 

chanted with New Delhi because India, the homo still- of many mlinal reaction, and , Hindu orthq- 
Pandit Nehru would indefinitely millions of .Muslims. Since .India doxy, of keeping alive in India the 
nrcpnt decisions and leave has her quota; of Hindu communa- flames of human'tolerance and libe- 


' miris. It is said that he was disen¬ 
chanted with New Delhi because 
Pandit Nehru would indefinitely 
defer urgent decisions and leave 


India the very real forces. of com¬ 
munal reaction and Hifidu , ortho¬ 
doxy, of keeping alive in India the 
flames of human'tolerance and libe- 


the Sheikh Hanging in the air.- It fists, protecting the huge Muslim ra i secularism, of setting an ex- 

is even said ’that certain elements minority - from the ‘logical conge-' ample of civilised living in which 

covertly ericoqraged p^oPakistani quences of giving up thp Valley our largely-wicked human nature 

^ntiments amouR a section to ex- because it is Muslim may be beyond | ea rn s a thing or two from Nature 


. sentiments among a section ru r* 
nose it to their advantage, (Gan 
* India’s C 1, A have been in action 
here t&o. With • results as disastrous 
as on the Sino Indian bor- 
Uer?) No outsider is competent to 
, speak ou such matters; he can only 
expresB vagUe 1 doubts and sUspi- 
, cions. When in foreign minds the 
charitable vagueness solidifies into 
. downright ’ anti-Indianism, New 
Delhi tends to put it all down to 
malice and prejudice; a closer fook- 
, at its Own doings, and their cOiwe- 
, quences,, would he. more rewarding. 

* 

, Although to the world outside it 
seems only too clear that for all 
practical purposes India has made 
up - her ilund to hold what she has, 
the Kashmir Valley, she lias in fact 
by no means made up her mind- 
just how to hold it, love it and be 
. loved, by it. A more ruthless' gov¬ 
ernment than Nehru’s could ‘at 
least,;have tried to bring about mate¬ 
rial" changes in the. demographic 
1 structure m the Valley; under the 
present rtrlw, -no Indian can buy. 


(Can Nehru, whose services to Muslims which -is. nowhere in the world 


have never been adequately ack¬ 
nowledged, by Pakistan, 


more resplendent than here in this 
Kashmir Valley.. 

—Flibbertigibbet 
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V'TMaUWING in-India ia h «4uaft«n^ , ‘ ‘.‘lUrgMin Sector’^ ;*qu&ti?.', “is asked'to look after,#* 

»' {n§? rYp wrji'ment, y :|t'Q^npeyA* 1 I>r Sen Is* optimistic about ,th« many a* 1,200 farmers and give 
the economic ~ dmalyriiini ,W. a potentiality of agriculture irt out theih day-to-day guidance not merely 
l. , 'iWi^3^'.y}ldch. INStt? 'to 1 *#'.'State economy; In fact he considers in agricultural and animal husfiwt* 
of stagnation -for yew®, carrying agriculture as a kind of “bargain diy techniques hut also in 1 farm 
. jifl .endrwtoiittly'' awctwr^- ' in the economy, arguing planning, cooperative organisation, 

*'»ft app«iling--decree of. poverty, that its. very backwardness provides 
''"Agiliciatute.'.ig■■ still any ‘tHite* of, the unexploited poten- 

the economy, supporting about -70 tial that.there is in this sector. But, 
per 1 cent of the'population and and here is the crux of the pro* 
accounting for about 60 per.cent of blgm, for .this potentiality to. be 

the natWhal inyortie. ; And yet realised, agriculture needs a “Jbig 

growth of food. productioii i» harely ; push”. t'E ssa y N° *> PP 13-21). 

sufficient to cope with the growth The decks must; first be cleared by 

Way of an appropriate land policy,' 
credit policy and marketing policy, 
and then an all-out effort made 
through an effective extension ser¬ 
vice towards the realisation of an 
adequate agricultural target. Here 

__ _ „ __- the ’author is-careful 1o point out ^ . 

as much to draught 8s to flood. Our that in a country like India, where ,’ s with these words that the authen- 

experience of the last twelve years labour is abundant and laiid rela- hails the so-called “Package Pro¬ 

of planning has demonstrated how lively scarce, the aim of investment 

should be to* replace land by way 
of improvement, of the soil rather 
than to replace labour by way of 
mechanisation, 'fertilisers, not trac¬ 
tors. are the instrument of agricul¬ 
tural 'development in an economy 
like ours, where the land-man ratio 
is low. ("Essay No 2, p 29). 
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of populations Yield ptr acre i$ 
low; there Jd too much pressure, of 
population on land, , whereas the 
soil itself is under-nourished for 
want of fertilizer; and, what is oven 
more disturbing, cultivation i*. sub¬ 
ject to uncertainties of weather due 


panabayat, social service -etc" 
-(Essay No 1, {> 15). "The form is 
there but the substance is lacking. 

Big Posh Needed 

The theme of a “big push” runs 
through all tiie essays. “The Indian,' 
farmer‘is’ trapped in a mesh of 
• vicious circles, To break ’ through 
this mesh, an all-out effort will be 
required — concentrated enough to 
punch a hole ail the way through 
the mesh and enable the farmer to 
escape permanently from the trap 
he is in. (Essay No 3, p 33) It 




There does not seem to ,be much 
that is new in the specific recom¬ 
mendations that Dr Sen makes. They 
are all in line with the general,. 
agricultural policy of -the Govern¬ 
ment of India; after all Dr Sen r 

himself had his share of responsi¬ 
bility in shaping this policy.' What 
is significant is the emphasis that 
he lays on the intensity of operation 


precarious our estimates of • invest¬ 
ment and output are and how depen¬ 
dent they ire on what happens in 
the agricultural sector of our. eco¬ 
nomy. . i 

Agricultural development is thus 
the most important single element 
in the strategy for economic plan¬ 
ning in the country. In the collec¬ 
tion of essays under review, Dr S R 
Sen, its distinguished author, has 
addressed himself primarily to this 
element. For, of the eighteen essays 
collected in the volume, as many 
as ten are devoted directly.or in¬ 
directly to the problem of agricul¬ 
ture. Coming, as they do, from 
one who has been associated, as 

Economic and Statistical Adviser, called for in the field of agriculture. . ,. - 

with the Ministry of Food and Referring, for example, to agricuf- more important aspect* of planning 

Agriculture - for . ne arly a decade, ture extension service, which is theory and practice on which he haS 

three essays are of the utmost in-' supposed to be the chief agency brought to hear his wide knowledge 

terest to students of economic through which improved farming and experience, we are first acqu- 

planning hert and abroad. The methods are to be .retailed ti> our ainted with the machinery through 

remaining essays deal.with the wider' cultivators," Dr Sen tells us that, which planning operates in our 

problem of planning as such, in- Whereas in Scotland one extension country. The machinery ip eomph- 

cluding price policy, Here- ,again agent serves 200 farmers, in Holland cated, particularly in • view of the, 

Dr Sen** observations carry a spe- about 400 and in Japan, a land of democratic set-UD 

; cial significance in view of the close small holdings,, 500-600, in our 

association that he has at present country an inadequately trained 

With the Planning Commission. village level Worker, a mere matri- 


gratnmc”' organised'by" the Ford 
Foundation in 1961. The- same 
spirit of urgency is to be found'in 
the author’s. plea fpr agricultural 
economics research (Essay No 11) 
and in bis scheme for target setting 
in agriculture (Essay No 14)* 
where, with characteristic foresight, 
he underlines the need for program¬ 
mes, wllich would set in motion “a 
process which will load , to conti¬ 
nuous and sustained improvement 
in the agricultural productivity of 
the country.” (p 173) 

Dr Sen is a planner, not ju»t' 
professionally, but by conviction, 
at any rate insofar as his interest 
concerns under-developed econo¬ 
mies. The present volume contains 
a number of papers bearing on the 
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democratic set-up within which it 
functions. “Planning in . India 'is 
essentially a backward and. a fpr- 
ward process — an exercise in sue- 
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oewive approximation as, w«u as 
successive coordination.” This is 
how Dr Son characterises our plan¬ 
ning. procedure, and he takes t» 
through a vast maze of checks and 
counter-checks operating through 
the various organs of our.pJa&iiing 
machinery, with the Planning Com¬ 
mission and the National Develop¬ 
ment Council at the top and, say, 
the Block Development Organisa¬ 
tions at the bottom. He then gives 
a short account of our planning 
technique, particularly underlining 
the significance of the splitting up 
of the plan horizon into long temi 
planning, five-year planning and 
annual planning. At one end is the 
long term perspective covering, say, 
15-20 years, whose main concern 
is a broad assessment of needs and 
technological possibilities of the 
economy, while at the other -end 
are the annual plans which give a 
detailed programme of activities foT 
the current year “in the light of 
the targets and financial provisions 
of the five-year plan”. These plans 
are inter-related, and yet they are 
not rigid, if only because a* vast 
private sector coexists with the 
public sector in our economy. 

Investment Priorities 

The remaining papers on plan¬ 
ning deal with specific issues that 
arose in the course of the formula¬ 
tion of the Third Five Year Plan. 
Although written in a particular 
context and for a special audience, 
the analysis provided here has 
general significance. The concept 
of a self-generating economy, the 
policies germane, to the creation of 
such an economy, the criteria of 
investment priorities consistent with 
socialist aspirations — these are 
some of the things that are high¬ 
lighted in these essays, and they are 
analysed with the skill of a techni¬ 
cian, tempered by the wisdom of the 
practitioner who knows the limita¬ 
tions of a rigid approach. A large 
investment programme j 8 recom¬ 
mended, involving considerable 
strain on the people, from which 
even the common man can not 
escape. However, alive to the poli¬ 
tical implications of .such a plan, Dr 
Sen is anxious to carry through an 
“impact programme”, by way of 
psychological preparation, along 
with the Plan, such as internment 
of beggars in big cities in work 
camps and infirmaries, work pro- 
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jecuin lean season* in fufal area*, 
slam clearance etc. “The common 
man has to be ghmn a feeling that 
extreme disparities of income are 

being graifti&lty eliminated and 

something visible is happening in 
his neighbourhood and there is a 
reasonable promise of his own 
standard of living and employment 
opportunities improving during the 
next decade or so although immedi¬ 
ately he Is being called upon to bear 
some strain. If we cannot give him 
better things today, we must at least 
give him some visible token, besides 
promise, of the socialistic pattern of 
society that is to come.” (p 98) One 
wishes that Dr Sen who is not only a 
planner but also an administrator, 
.could persuade the Government to 
put these ideas seriously into prac¬ 
tice. Over-much concentration on 
growth-potential, as distinct from 
growth as such, may indeed be self- 
defeating; the common man would 
not care to understand the signi¬ 
ficance of exponential functions ! 

From the point of view of the 
technique of planning, tile essay on 
“Criteria for Investment Decisions” 
is by far the most important. Our 
author lays down certain possible 
criteria for investment decisions, 
namely output, employment, surplus 
etc. and indicates, as a startiug 
point, the primacy of the surplus 
criterion, tempered by considerations 
of foreign exchange. This is a much- 
trodden field, and differences still 
exist among economists as to what, 
even accepting maximisation of 
surplus as our investment criterion, 
must be the time horizon in relation 
to which the criterion is to be 
applied. Dr Sen has stpered clear 
of these controversies and has 
directed his attention rather to the 
practical, rough-and-ready method 
of doing the job. And here he takes 
a project-wise approach and pro¬ 
ceeds to enumerate types of data 
that might serve as the basis of 
investment decisions. By the way, 
it is difficult to see why Essays 10, 
II, 13 and 14 should not have been 
placed under Part I where thev 
rightly belong. 

P L 4-60 and Development 

There is a miscellaneous collection 
of Essays in Parts II and III on 
the Human Factor in Growth, Statis¬ 
tical Methods in Economics, Price 
Policy, etc — written for special 


occasion* and carrying Dr Sen's 
views on a number of problems 
besetting our economy. Special 
mention, however, needs to be 
made of the last essay in the collec¬ 
tion, Impact and implications of 
Foreign Surplus Disposal on Under¬ 
developed Economies, which is an 
address delivered at the Fiftieth 
Anniversary Session of the Ameri¬ 
can- Farm Economics Conference 
held at Ames, U S A, in August 
1960. There was considerable 
ambiguity in the attitude of the 
donor country as well as the recip¬ 
ients in the early days of the sur¬ 
plus disposal programme. Hie USA 
presented a face which was “a com¬ 
bination of that of a kind-hearted 
humanitarian, an anxious salesman 
and a hard-headed negotiator”, 
while to the recipients the proposal 
came at once ag “a generous offer 
to be readily accepted and as a form 
of ‘charity’ which would adversely 
affect their national morale and 
weaken the spirit of self-reliance.” 
Some even viewed it as a kind of 
dumping which would injure their 
agricultural production and also 
their export trade. 

A«, however, the programme for 
surplus disposal was integrated with 
the plane for economic development 
of under-deVeloped countries, much 
of these misgivings disappeared. For 
the surplus could now be regarded 
as a form of foreign aid to be used 
as a supplement to other resources 
for economic development. In eco¬ 
nomies where not only plants and 
machinery but also circulating 
capital is in deficient supply, this 
surely is an important consideration. 
Yet even here, as Dr Sen points out, 
certain considerations have to be 
kept in mind. First, commodity 
assistance must not he looked upon 
as a substitute for general foreign 
exchange assistance. Secondly, the 
counterpart funds must not In¬ 
al lowed to dissipate into lines of 
production outside the plan. Thirdly, 
the utilization of these funds should 
be on programme basis rather than 
on project basis. And lastly, in view 
of the uncertainty involved, the 
programmes for economic develop¬ 
ment must not lean too heavily on 
such assistance. 

It is encouraging to note that tile 
Indian authorities are alive to these 
considerations; despite some local 
critics of P L 480. the counterpart 
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; funds, a* tb*y arc being employed 
here, have pot yet produced any 
• disturbing effect upon our economy. 
Nftt, only has our Government taken 
* cautious approach to the use of 
these-funds, the donor country has 
also shown considerable understand* 
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self is perhaps entitled to a share - fui to him. Aad to sanc td us 

of credit. , 


Altogether it is a good, thing that 
Dr Sen has collected these essays 
for publication. The gpnera! reader 
to whom the essays would not other- 


had read f}i«n ekfttef catatjrtfy; % 
is a delight to see them brought 
together in, print. ? vfould recam- 
mend this excellent collection to all 
serious students of Planning. - ' ' , 


‘ALL A 
BLOWING 

ALL A 
GROWING’ 


Wltot keep* blowing and growing in &urnpur ’ 
is ifSCO Steel and .in fad theirs >* about a 
million tom of steal ingot* a year, nor 
to talk of, finished steel, Whom*, billets, bars, 
sheets, roils and itrugturols—corning Cfot 
ceaselessly from the-integrated tteslwprkt. 
The*#, the end product* of Burnpur 
'blowing and growing', help te shape 
many a thing which form poll of our 
daily life and part of our industrial life. 

Indeed, in every sphere of the 
counfry's endeavour at present, 
KSCO Steel j* ploying a 
very substantial part. 



FACES THE 
FUTURE WITH 
"ONFIDENCE 
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Burma’s Second Revolution 


' Dona Dragic "' r J' ri f] 

General Ne Win’s coup d’etat in March 1962 toot the product of (he socio-political and economic 
crisis which Burma faced in its attempt to achieve ro pid development while maintaining parliamentary demo¬ 
cracy. 

The Revolutionary Council has discarded parliamentary democracy, declaring that it will develop 
such- forms of democracy as will promote socialist development. 

According to the “Burmese Way to Socialism", the Burmese army, headed by the Revolutionary Coun¬ 
cil, will guide the country during the transitional period to achieve a socialist pattern of society through 
socialisation of the means of production and planned development. The central role in this development is 
given to workers and peasants. In the process, it is hoped , they will he transformed into a strong and orga¬ 
nised social force capable of taking over state power and controlling further development. 


'T'HE Burmese Army, headed hy 
General Ne Win, overthrew 
U Nu’s Government, dissolved Par¬ 
liament and placed a Revolutionary 
Council consisting of the high-rank¬ 
ing army officers at the helm of 
affairs in a coup d’etat on March 
2, 1962. The danger of disintegra¬ 
tion from the actions of certain 
federalists who were planning an 
uprising to separate the Shan States 
and some other parts of Burma, 
intensification of the activities of in¬ 
surgent groups and general break¬ 
down of law and order — these 
were the immediate factors leading 
to the military intervention. 

This was not the first appearance 
of General Ne Win and the Burmese 
Army on the Burmese political stage. 
They organised the caretaker gov¬ 
ernment from October 1958 to Feb¬ 
ruary I960. But there are obvious 
differences between the army inter¬ 
ventions in 1958 and 1962. The 
army intervened the first time with 
tlie sole intention of restoring law 
and order in the country and pre¬ 
paring conditions for general elec¬ 
tions within a short period so as 
to transfer power back, to politici¬ 
ans. This time the military govern¬ 
ment is not committed to withdraw¬ 
ing from power once the mistakes 
of the political parties have been 
corrected and law and order restor¬ 
ed. Further, the military regime in 
1958 did not involve itself in radi¬ 
cal social, political or economic 
change whereas the present Revolu¬ 
tionary Council has initiated radical 
changes in the entire system. In 
brief, the first army intervention was 
made in the name of saving parlia¬ 
mentary democracy, whereas the 
present military regime is working 
to destroy that system and establish 
a new order of socialist democracy. 


i 1 

In view of these differences, the 
description of the '1962 coup d'etat 
as the “Second Revolution’ by its 
leaders is justified — achievement oi 
Independence being the ‘First Revo¬ 
lution’. The coup detat vine not the 
expression of personal ambitions, 
nor was it the result of interference 
by a foreign power. It was the pro¬ 
duct of the socio-political and eco¬ 
nomic crisis which the country faced 
in the attempt to achieve rapid 
development while maintaining 
parliamentary democracy. 

Seeds of the Second Revolution 

The basic causes of the Second 
Revolution, i e, the real. causes of 
the socio-political and economic 
crisis and the failure of parliamen¬ 
tary democracy, will be found not 
in the events which immediately 
preceded the military intervention, 
but in the development of the coun¬ 
try over the past many years. The 
autarchic feudal structure, its des¬ 
truction almost overnight by colo¬ 
nialism, the opening up of the Bur¬ 
mese economy to the world market 
along with the beginnings of capital¬ 
ist production and commerce with¬ 
in the country, the imposition of 
new forms of political power, the 
growth of nationalism and the strug¬ 
gle for independence, its achieve¬ 
ment and then the struggle for 
national unity, political as well as 
economic, in conditions still domi¬ 
nated by a colonial inheritance — 
the real causes of the Second Revo¬ 
lution will emerge from an analy¬ 
sis of factors such as these. If the 
military intervention is narrowly 
viewed as the result of events imme¬ 
diately preceding it, then it appears 
as a coup detat, but if it is seen 
from a broader viewpoint, in the 
context of the historical develop¬ 
ment of the nation, then it appears 


more like a genuine rrvolutjo/n. The 
term ‘revolution’, of course, should 
be used conditionally as 19 months 
are too short a period for die mili¬ 
tary government to show concrete 
results which should be the criteria 
for judging such a historic event. 

Space does not allow the elabo¬ 
ration of all factors mentioned 
above, but it may be worthwhile to 
point out the main characteristics of 
Burmese political and economic 
development which have influenced 
the present position of the country, 
Burma became independent on Janu¬ 
ary 4, 1948. The party which led the 
struggle for independence was the 
Anti-Fascist Peoples’ Freedom Lea¬ 
gue, the AFPFL, comprised of all na¬ 
tionalist forces including socialists, 
communists, the army units and 
some other parties and national or¬ 
ganisations. It wag formed in 1944, 
too late to become, like some other 
liberation movements, a strong and 
united organisation through a long 
anti-colonial struggle. It was not 
surprising, therefore, that the pro¬ 
cess of disintegration of the AFPFL 
which was more a front than a 
party bega'n immediately after in¬ 
dependence. First, the Red and 
White Flag Communist Parties 
broke a way and started an open in¬ 
surrection against the then progres¬ 
sive nationalist movement. Some 
army units joined hands with them. 
The desire of some Karen national 
groups to have a separate State 
brought.the KNDO into open re¬ 
bellion against the AFPFL Govern¬ 
ment further threatening the unity 
of the young nation. In 1949, at 
the height of the country-wide in¬ 
surrection, the Government of 
Burma was rather better described 
as the Government of Rangoon, the 
only area in which it exercised real 
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The facts presented here are of special significan ce to every 
thinking Indian. They are important to you and your 
family, for the very future of the net ion depends on o«r 
defence against the Chinese aggressors. Ours is a peaceful 
nation ana we are a peace-loving people. Bnt we will never 
give ie to aggression. 


THE CHINESE THREAT 

The truth is that the Chinese 
aggression on oar border con¬ 
tinues although actual fight¬ 
ing haa stopped. China still 
occupies 14,000 «<j. miles of 
Indiatt territory m Ladakh 
and continues to mass her 
troops on our borders. We 
shall have to he ready to meet 
any new aggression. Let us 
renew our pledge net to rest 
until the last of the aggres¬ 
sors has been driven out from 

our soil. 

A MAGNIFICENT RESPONSE 

People from all walks of life 
rallied to the call when the 

Prime Minister. Shri Jawa- 
harlal Nehru, launched the 
National Defence Fund. The 
response was magnificent. 


We gave generously . . . with 
all our heart.... for we re¬ 
alized that no sacrifice if too 
great for freedom. 


A FIRM RESOLVE 

Let us make a firm resolve 
to keep on giving until the 
threat to our freedom is 
removed. Let us give gold. 


For what good are gold ban¬ 
gles today, if tomorrow we 
are all in iron shackles ? Let 
us give money. Our sustained 
contribution will help build 
up defence. 

THREE GOOD REASONS FOR 
GIVING 

1. Give to protect yonr own 
future and the future of your 

children, 

2. Give to preaervo the ter¬ 
ritorial integrity of your 
Motherland. 

3. Give to preserve peace io 
India and throughout the 
world. 

CONSIDER THESE QUESTIONS 

Shall we shirk our duty and 
risk our honour? Shall we 
allow our Jawans to lay down 
their lives for us without 
hacking them up? Shall we 
be selfish today—only to find 
that tomorrow everything we 
cherish and value has been 
taken from ns? Shall we pnf 
self before country, greed 
before valour, material pos- 
seasions before freedom? 


THINK IT OVER 

TAKE PART IN NATIONAL PREPAREDNESS 


O 







to'-i^ufe’'ip)3i^:';'^.^' , ^V'oe»t'.i>f die Vptes jh the pre-war Burma rice accounted for. 
Jtp&att tifcd the ‘ support of the peso- I960 general elections in which 47 per cent of Burma’s total ex* 

pie, the AFPFL Government sur- religion figured prominently. But 
WVed #rtd expelled the insurgents tbefaetional struggle between 1714* 
fram the cities and townships and Ttins and U-Bas contributed to a 
fyaed the main communication lines, further deterioration in the political 
.situation. 


Since then, however, diverse incur • 
gent groups have continued to be 
active in. die remote villages and 
forests, their strength and the in- 
. tensity of their operations increas¬ 
ing or decreasing with changes in 
the'general political climate. These 
groups have constantly vitiated the 
country’s political stability and eco¬ 
nomic development. 

Split in AFPFL 

Instead of growing stronger 
through die struggles it had to face 
during the immediate post-inde¬ 
pendence years, the AFPFL suffer 


To make matters worse, a succes¬ 
sion of governments could not make 
any impact on the economic situa¬ 
tion. The economic potential of the 
country was severely damaged 
during the Second World War. 

Eighty-five per; cent of Burma’s 
population is dependent on the 
( land, principally on rice, the main 
crop, the growing of which em¬ 
ploys half of the total working popu¬ 
lation i on two-thirds of the total 

cultivable land. AbaU -70 per cent %Ucmal struggles caused more by 
of the country’s export consists of jwsonal conflict than ideological 


ports compared with 70 per cent 
today. The national per capita in¬ 
come is still 13 per cent lower than 
the pn? war level and amounts to 
about 56 US dollars. (“Second 
Faur-Yaar Plan", Ministry of Na¬ 
tional Planning, Rangoon, 1961 p 

7). 

The political parties in Burma 
and their activities have bad much 
in common: their general socialist 
outlook and shared objective of es¬ 
tablishing a socialist pattern of so¬ 
ciety; the adoption of progressive 
political programmes as well as of 
economic plains though these were 
seldom implemented; splits and 
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ed further losses. The strongest and rice. Apart from tl«e“«xpIoitatioreof differences; membership composed 
leading group in the AFPFL re- teak forests and dil-Wells, industry °f a " social classes, that is, pea- 


mained the Socialist Party and al¬ 
though a group of Red Socialists 
left it in 1950 to form the leftist 
Burma Workers and Peasants Party, 
its basic strength was unaffected. 
The real split in the AFPFL, which 
took place in 1958, was a turning 
point in Burma’s post-independence 
political development. The differ¬ 
ences between two groups within 
the AFPFL, called the “Uneducated" 
and “Educated" factions, started as 
early as in 1952 and became pro¬ 
nounced during the general elec¬ 
tions of 1956. The two groups had 
a common goal, the achievement 
of a welfare State, but they differ¬ 
ed in their approach to it. The “Un¬ 
educated” faction emphasised deve¬ 
lopment of agriculture, while the 
“Educated” faction laid stress on in¬ 
dustry. When personal differences 
and a struggle for power permeat¬ 
ed the rank and file of tire party, 
and when U Nu, the then Prime 
Minister and Party President, sided 
with one group, the AFPFL split 
from the very top to its roots like 
a tree struck by lightning. U Nu 
and Thakin Tin headed the ‘Clean 
AFPFL’ and U Ba Swe and U Kyaw 
Nyein the ‘Stable AFPFL’. The en¬ 
tire party membership was divided 
as were the affiliated organisations 


is negligible. Immediately after in¬ 
dependence, the AFPFL Govern¬ 
ment . adopted a two-year plan of 
economic development which, how¬ 
ever, failed completely owing to the 
country-wide insurrection. When re¬ 
lative peace was restored, the Gov¬ 
ernment adopted in 1952 the ambi¬ 
tious Eight-Year Plan, called ‘Pyid* 
awtha’ (Welfare) Plan, ,the main 
targets of which were to attain the 
pre-war level 61 production a'nd to 
create conditions for further deve¬ 
lopment. Tile financing of the plan 
depended too much on the export 
of rice and when in 1954 the price 
of rice in the world market sud¬ 
denly dropped, the plan was left 
without sufficient financial resources. 
The implementation of the plan was 
finally abandoned in 1956 although 
72 per cent of the investments 
planned for that period were 
incomplete. A new four-year plan 
was started in 1956 covering only 
the public sector, but at the end of 
the four-year period in 1960 it had 
not achieved the planned investment 
of 2,000 million Kyats. 

Economic Failure 

In tile fourteen years of independ¬ 
ence, the gov ernments of -Burma, 
both the ArPFL’s and the Union 


like the TUC(B) a'nd ABPO. So Party’s, failed to raise the share of 


th$ year 1958 saw the unhappy end 
of Burma’s once united, strong, anti¬ 
colonial and progressive liberation 
movement. Since then Burma has 
had na party strong enough to form 
a stable government. It is true that 
U Nu’a Union Party got as many 


industry in the gross domestic pro¬ 
duct, which (excluding the rice 
mills) is only 11 per cent; nor did 
they succeed in diversifying agri¬ 
culture or reducing dependence on 
it. On the contrary, the dependence 
on agriculture actually increased. In 


sante, workers, intelligentsia and 
middle classes or petty bourgeoisie; 
small and inefficient cadres and con¬ 
sequent failure to engage the mas¬ 
ses in the rapid development of the 
country. There are many other cha¬ 
racteristics as well, but among the 
above-mentioned, the two crucial 
ones were failure to engage the 
masses in the process of develop¬ 
ment and the non-implementation 
of programmes and plans. These 
failures directly caused the politi¬ 
cal and economic crisis iii the 
country and thus led to the inter¬ 
vention of the army. 

‘Sociallit Democracy' 

In the policy declaration of the 
Revolutionary Council, “The Bur¬ 
mese Way to Socialism”, it is clear¬ 
ly stated that the socialist aims of 
the nation cannot be achieved 
through such forms of parliamenta¬ 
ry democracy a« Burma has experi¬ 
enced in the past. The Revolution¬ 
ary Council firmly believes that it 
must, in accordance with existing 
conditions and environment and 
changing circumstances, develop 
forms of democracy which wiH pro¬ 
mote atid ensure socialist develop¬ 
ment, ie, ‘socialist democracy’. 

The Burmese army, headed by 
the Revolutionary Council, will 
guide the country during the tran¬ 
sitional period to achieve a socialist 
pattern of society through socialisa¬ 
tion of the means of production and 
planned development. The central 
role and place in this development 
is given to the peasants and work- 
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A good bm»c for tkctric*! IwUlUtkm 

1 A further tribute to our leadership in Mia has been 
given by Hindustan Steel through the award of 
the contract for supply, erection and commissioning 
of the Electrical fewer Distribution equipment 
for their expansion at Durgapur. We, at CCCr, are 
proud to be associated with the engineers of 
HS.L, in shouldering the responsibility for the 
electrification of this gigantic project. 
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64. Through this p roce s s, they will 
be treftsformed into a strong, and 
organised social force capable of 
taking over State . power and Con- 
* trolling further development of the 
society free from any exploitation. 

Political parties have not been 
banned but their activities are cont¬ 
rolled. If a party is ready to co¬ 
operate with the Government in 
implementing'the ‘Burmese Way to 
Socialism’, then it is welcome; if 
the party is quiet and neutral then 
it is tolerated and it enjoys a sort 
of status quo; but if the party 
actively opposes the efforts of the 
Revolutionary Council then it is 
suppressed and the leadership of the 
party can even be arrested, as the 
leaders of the AFPFL were recently. 

P|iiloaophy of the Revolution 

The Revolutionary Council has 
started a new party, the Burmeae 
Socialist Programme Party (BS 
PP), which is to be a cadre party 
during the transitional period, and 
will later on become a mass party 
of peasaiits, workers and the intel¬ 
ligentsia. The ideology of the BS 
PP has been published under the 
title ‘The System of Correlation of 
Man and His Environment’. In the 
first part of the ‘Philosophy’, as it 
is also called, the correlation of 
mind and matter and their influence 
On the development of the world 
are set out while in the second part 
the materialistic and dialectical ap¬ 
proach to historical and contempo¬ 
rary development of society is ac¬ 
cepted and stress is laid on the 
conflict between the exploited and 
exploiting classes as the cause of 
social revolutions. Firm belief is 
expressed in the final victory of the 
- ■ peasants and workers in the social- 
.... ist State where the means of pro¬ 
duction will be in their hands and 
i* a coiisequence exploitation will 
disappear. In the ‘Philosophy’ the 
Revolutionary Council has empha¬ 
sised that it ha# chosen the middle 
way, free of rightist or leftist de* 

• viations. 

The leftist parties have pointed 
out that this is a dual philosophy, 
trying to unite idealism and mate¬ 
rialism, and is, therefore, unscienti¬ 
fic. Some social democrats have on 
the other hand described it as a 
downright Marxist philosophy. What 
is more true than either of these 
.one-sided comments is that the Re¬ 
volutionary Council has tried to 


itthemro materialistic conospW a*d 
tradition* of Burmese society 
and in doing sohasshownitaelfto 
be Burmese and nationalist above 

alL ; 

Socialisation of Production 

Some of the policies hate been 
implemented already. The Revolu¬ 
tionary Council has nationalised all 
banks, several of which were foreign, 
the Burma OH Company, import 
trade and the largest part of ex¬ 
port trade (namely in rice and teak 
wood), and some private concerns. 
The largest part of medium and 
small industry is still ’ in the hands 
of Burmese nationals or of Chinese 
and Indians with Burmese' citizen¬ 
ship, General Ne Win has declared 
all this 'too will be nationalised one 
day. But what Burma need* now is 
to build up new industries. The 
Revolutionary Council has started 
several projects. In agriculture 
mechanisation has been encouraged 
as well as irrigation and diversifica¬ 
tion. New cultivable land is to be 


W* AjA-i Vis* 

to the farmers have been doubled. 

In its efforts to end the armed' 
insurrection and Biting peace and 
unity in the country, the Revolu¬ 
tionary Council has ordered a 
general amnesty and started peace 
parleys with all insurgent groups 
which honestly wish to resume law¬ 
ful activity and will cooperate jj» 
the implementation of the ‘Burmese 
Way to Socialism’; But the Council 
will not tolerate other groups, which 
persist in their extremist demands, 
like the Red' Flag Communists and 
Kachin Independence Army., 

A* stated earlier, 19 months is 
too short a period to judge the suc¬ 
cess of the new policies. Neverthe¬ 
less, if the Revolutionary Council, 
in the implementation of its declar¬ 
ed policy, gets active support of the 
masses, i e, peasants and workers, 
in whose name the coup d’etat was 
staged, then it will have become 
a genuine Second Revolution. 


Exports: Ups and Downs 


JNFTY NINE important countries 
in the world bought more goods 
from India in 1962-63 than in the 
preceding year, according to a sur¬ 
vey of India’s export trade by the 
World Trade Department of the 
Indian Chamber of Commerce, Cal¬ 
cutta. These countries included the 
U K, USA, USSR, Yugoslavia, 
Afghanistan, Argentina, Australia, 
Canada, Czechoslovakia, France, 
etc. But forty-two countries redu¬ 
ced their offtake of Indian goods, 
such as Belgium. Ceylon, West Ger¬ 
many, Indonesia, Japan, New Zea¬ 
land. Sudan and. Thailand. India 
had a deficit in the balance of trade 
with as many as forty important 
countries. The deficit was most se¬ 
vere with West Europe, particularly 
West Germany, with whom it amo¬ 
unted to Rs 82 crores. 

Importers in the U K have recen¬ 
tly evinced keen interest in obtaining 
from India a number of new items 
such a* plastics, chemical*, herbs 
and drugs, handicrafts, footwear, 
cigarettes, cigars, galvanised buck¬ 
ets, sarees, towels, sewing-thread, 
raw silk ties, canned fish, sugar. 

plywood and timber. Id 1962 the 
Indian High Commission in the UK 
received from "the U K importers 
703 trade enquiries, many of which 


related to new' products. As many 
as 33 enquiries were in respect of 
handicrafts. 

India’s total exports to the EEC 
were Ks 47 crores in 1962-63 
against Rs 51 crores in the preced¬ 
ing year. In fact, India’s export 
with the E C M has remained prac¬ 
tically stagnant at a low level for 
the past several years, mainly owing 
to high tariffs, fiscal regulations 
and quota restrictions. 

But there has been a spectacular 
increase in India’s export to East 
Eurooe. From Rs 25 crores in 
1957-58 the exports rose to Rs 92 
crores in 1962-63 forming 13.3 
cent of India’s total exports, 
conclusion of bilateral agreements 
and the orientation of the econo¬ 
mies of those countries towards in¬ 
creased consumption have greatly 
helped the expansion of our export 
trade with this region. 

Exports to the USA improved only 
by Rs 1,5 crores although some in¬ 
dividual items like fish preparations, 
raw cotton, mica, coconut fibre 
yarn, sewing machines, footwear 
and art works recorded substantial 
increases. But there was a steep 
decline in coffee, pepper, sugar and 
cotton waste. 
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Distribution of Agricultural income ini India 
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; Distribution of income among different factors, of production is important from the point of view of v 

: equityi has also implications for tncetftives to increased production . V , ; , 

' 1 The following study shows that changes in the distribution of agricultural income during the decade 
1951—52 to 1960—61 adversely affected both equity and incentives . ’ 

During this period there, was. a deterioration in 'the relative position of agricultural labourers and. cut' 

' tivators and an improvement in that Of rent and interest receivers. ) 1 . , 

[The views expressed in this paper are those of the authors and in no way those of the Government 
of India). . ( ..." 


r £*H£ five-year plans have imparted f 
a certain amount of dynamism 
to India's economic development 
which is partly reflected in the in¬ 
crease in national income by 42 per 
cent and per capita income by 19 
per cent between 1951-52 and 1960- 
61, In this context a significant, 
question pertains to the distribution 
of income. The problems of estima¬ 
ting national income and determin¬ 
ing its distribution have engaged 
the attention ol researchers like S j 
Patel, 1 I S Gulati, 2 A K Chatter- 
jee, 5 M Mukerjee, 4 and recently 
Dey and Maitra. * These studies 
relate to particular years and con¬ 
tain some improvements over earli¬ 
er attempts. Patel, Mukerjee and 
Chatterjee have utilised C S 0 esti¬ 
mates of income originating from 
agriculture, animal husbandry and 
ancillary industries. Dey and Mai¬ 
tra have independently estimated 
national income originating from 
the agricultural sector which they 
have defined to cover growing crops 
(excluding plantations), forestry 
and animal husbandry. As a result 
of the exclusion of plantations, dis¬ 
tribution of income in agriculture 
and changes in it may not be ad¬ 
equately revealed. Besides, as these 
studies pertain to a particular year, 
changes over a period of time can¬ 
not be gauged from them. 

In any study of income distribu¬ 
tion the method adopted to delineate 
the various factor shares is crucial." 
It is, therefore, imperative to ex¬ 
plicitly lay bare the procedure and 
components used. 

Distributive Shares 

According to the C S 0, the agri¬ 
cultural sector comprises the grow¬ 
ing of field crops, plantations and 


ancillary industries. lr» this paper 
the national income .originating 
from this sector as published in the 
Economic Survey of Indian Agricul¬ 
ture, 1961, 7 has been utilised. The 
distributive shares used are : (a) 
payments to agricultural labourers, 
(h) rent on land, (c) interest on 
borrowings, (d) taxes, and (e) cul¬ 
tivators’ income, the residual. 

In estimating the income of 
agricultural labourers in the form 
qf agricultural wages, Dey and 
Maitra have taken the figure of the 
agricultural labour population as 
reported in the Second Agricultural 
Labour Enquiry Report (1956-57), 
notwithstanding the publication of 
the 1961 Census figures. Similarly 
the number of earners per house¬ 
hold has been taken by them to be 
2,7 which was the figure given in 
the First Agricultural Labour En¬ 
quiry Report. Actually the earning 
size of the agricultural labour 
household reported in the Second 
A L E was 2.0. Perhaps Dey and 
Maitra included helpers who, stric¬ 
tly speaking, should not be consider¬ 
ed earners. 

In the estimation of rent by Dey 
and Maitra, if 15 per cent of out¬ 
put comes to Rs 983,7 crores, the 
total value of agricultural output 
should be Rs 6,560 crores in 1956- 
57. In this case the income from 
agriculture of Rs 4,191.05 as given 
by them is. a gross under-estimate. 

1 Dey and Maitra have not made 
an independent estimate of the in¬ 
terest on cultivators’ borrowings but 
have taken the figures estimated by 
A K Chatterjee. Here it should be 
noted that the supply of cooperative 
credit to cultivators has been in¬ 
creasing and as such the percentage 


of cooperative credit in the total \ 
borrowings has 1 been very likely 
rising. Thus the assumption that 
the percentage of loans outstanding 
from coopeiWtive societies is 4 per - 
cent of the total borrowings by md- 
tivalors is an under-estimate. 

Finally, die earlier studied, as .. 
also that of Dey and Maitra, have 
omitted the question of payments to 1 . 
the Government in the form of land 
revenue and agricultural income tax- - 

Methodology 

The method of estimating the' 
components of income from ggricul- -• 
ture followed in this paper is as 
follows: 

Payments to agricultural labour¬ 
ers for agricultural operations ; The 
income of adult male agricultural 
labourers from agricultural opera¬ 
tions was used since the statistics 
of agricultural labourers according 
to males, females and children 
were not available from the 1961 
Census. Mid-year agricultural labour 
population has been estimated by 
calculating the proportion of agri¬ 
cultural labour population on the 
basis of 1951 and 1961 mid-year 
populations. Having obtained the 
agricultural labour population, agri¬ 
cultural labour households have 
been calculated ‘from the first and 
second Agricultural Labour Enquiry 
report?. On the basis of the size of 
the household, average income of 
each household from agricultural 
operations in the two reports has 
been taken to estimate the income of 
agricultural labour from agricul¬ 
tural operations. 

Rent : Rent on land has been 
arrived at by assuming that 15 per 
cent of the total farm produce is 

• *735 
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components taxes realised by die 
Government as land revenue and 
agricultural income tax are to be 
estimated from State budgets, This 
share has been omitted in the 
earlier studies. 

Income of the cultivators : What 
remains after deducting the respec¬ 
tive amounts under various distri¬ 
butive shares from the net value of 
agricultural output t . constitutes the 
Income of cultivators. , 

e * 

Fall In Labour’* Share - 

We may now study the relative 
changes , in the distribution of in¬ 
come from agriculture proper, 
which forms a considerable propor¬ 
tion. at die total income, from 
1951-52 to 1960-61.* When the net 
income from agriculture increased 
by 40,3 per cent between 1951-52 
and 1960-61 from Rs 4.270 crores 
to Rs 5,990 crores, its share of total 
national income- has gone down 
■ slightly from 42.8 per cent to 42.5 
per cent. Of the increase in natio¬ 
nal income during this period, the 
agricultural sector accounted for 41 
per cent. 


- robfius. Similar to the earlier study 
of $ 3 Patel, total rent in kind, and 

- • cash kitrivbd.AJ by this indirect 
; aRprqach. 

Interest : The. interest paid on 
cjiltiyatofs’ borrowings has. also 
been: estimated indirectly^ The put- 
, standing loams shown by State and 
Central cooperative, banks and cen¬ 
tral land mortgage banks, primary 
, agricultural societies and primary 
land' mortgage banks have been 
studied. Sixty per cent of the loans 
advanced by, cooperative _ banks, 
State, co-operative .banks, central 
land mortgage banks, primary agri¬ 
cultural credit societies and primary 
, land mortgage banks are for agri¬ 
cultural operations. The total of 
’ outstanding loans to agriculturists 
is assuined to be 4 per cent*of the 
total amount borrowed, by cultivators' 
in 1953-54, 5 per cent in i 956-5.7 
and 6 per cent ip 1959-60. These 
perceritages have been arrived at on 
the -assumption that the cooperative 
societies’ supplies of credit in rela¬ 
tion to those of other agencies have 
been steadily increasing. In spite 
of this, cultivators had to depend 


The-raceme of agricultural > labour - 
derived from agriciikttral labour 
operations has gone. d<>Win from 9,93 „ 
per cent to 9.15 per cent of total 
income from agriculture, &§: shown 
in the -table. Tills was partly due 
to agriculture labour deriving In¬ 
comes from non-agricultbral opera? 
lions. To what extent this decline 
may- be dt»e to a fall in agricultural 
wages cannot be gauged from the 
present data. The proportionate 
share of agricultural • labourers in 
the increase in agricultural income 
which amounted to Rs 1,720 crores 
(hiring, the decade comes to 7.2 per 
cent. This shows the relative dete¬ 
rioration in the position of agricul- * 
turaf labourers, especially when it 
is recalled dial their proportion in 
the agricultural population ha# in¬ 
creased. 

interest Income Doubled 1 

Interest paid by agriculturists has 
more than doubled from 4,7: per 
cent ol total income from agricul- . 
ture to 10.3 per cent. This is partly 
due to tire continuing heavy depen¬ 
dence of agriculturists ou credit 
from non-cooperative sources.* Along 
with the increase in production,' 
agricultural debt has also increased 
which indicates that the - cultivator 
remains saddled with this traditional. 


Distributive Shares in Agricultural Income of India, 1051-52 to 1960-61 

(Rs in crores) 


. 1951-52 1952-53 1953-54 1954-55 1955-56 1956-57 1957-58 1958-59 1969-60 1960-61 


Payments to agri¬ 
cultural labourers 
for agricultural 
operations 423.69 

433,89. 

444.79 

457.65 

470.3V 

486.43 

499.22 

515.44 

531.47 

548.00 

124 31 


(9.98) 

(10.06) 

(8.73) 

(12.89) 

(12.75) 

(10.81) 

(11.19) 

(9.49) 

(9,80) 

(9.15) 

(7;*8) 

Rent 

083.28 

627.30 

728.01 

486.31 

503.43 

719.07 

646.53 

848.08 

628.80 

942.18 

258.00 

(16.00)1 

(18.41) (15.98) 

(18.67) 

(13.64) 

(15.24) 

(14.50) 

(15.62) 

(15.20) 

(15.78) 

(15.06) 

Interest 

20L06 

203.73 

207.00 

219.42 

246.46 

287.13 

367.81 

426.48 

527.88 

616.71 

415 65 

(4.71) 

(Mlf 

(4dM) 

(6.18) 

. . (6.68) 

(668) 

(8.24) 

(7.86) 

(9.74) 

(10.30) 

(24.17)' 

Taxes 

54.35 

62.01 

72.95 

77.77 

86.34 

90.92 

95.80 

100.49 

104.44 

107.28 

52.93 

(1.27) 

(1.S2)' 

(1.60) 

(2 19) 

(2.83) 

(1-82) 

(2.15) 

(1.84) 

(1.98) 

(1.79) 

(8.08) 

868,21 

Cultivator’s 

Income 

2907.62 

2743.07 3117.25 

2309.85 

2383.40 

3136.45 

2850.64 

3539.51 

3427.41 

3775.83 

(68.09) 

(67.40) (68.21) 

(65.07) 

(JM.80) 

(66.45) 

(68.92), 

(65-19) 

(6SJ84) 

(63.08) 

(50J7) 

Total income 
from agricul¬ 
ture proper 

4270.00 

4070.00 4570.00 

3500 00 

3690 00 

4720.00 

4460.00 

5430.00 

5420.00 

5990.00 

1720,00 

(100.09) 

4190.00 

(190.00) 

(100.00) (100.00) 

(100,00) 

(100.00) 

(160.00) 

(100.00) 

(100.00) (109.00) 

000.00) 

National Income 

9970 00 

9820 00 10480.00 

9610.00 

9980.00 11310.00 

1139000 12600.00 

12950.00 14160.00 

Total agricultural 
income as per 
cent of total 
' national income 

> 42*8 

v. ’ - 

41.45 . 4*3.61 

86.94 

■36.97 

41.73 

38.15 

48.09 

41.85 

4230 

41.05 


Not*,:. Figures in parentheses are shares of the factors as per cent of total income from agriculture 
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burden. About 25 per cent of the 
increase ip value of production has 
gdrie as interest on debt. 

In contrast to the interest recipi¬ 
ents' share, the rental share lias 
roughly maintained itself at about 
16 per cent. In absolute terms it 
forms a considerable amount, i e, 
Rs 683 erores in 1951-52 and Rs 
942 erores in 1960-61. About 15 
per cent of the increase in income 
from agriculture has been paid as 
.rent on land. From this the weak¬ 
nesses of the land tenure legislation 
and its implementation so far should 
become evident. 

The share of the Government as 
measured by land revenue payments 
in the total value of agricultural 
production has shown an increase 
from 1.3 per cent in 1951-52 to 1.8 
per cent ip 1960-61. The proportio¬ 
nate share in the incremental agri- 
rultural income was 3.1 per eent. 

Cultivators Receive leu 

Cultivators’ income, which is a 
residual after deducting the above 
distributional shares from the total 
value of the agricultural production, 
has shown n decline from 68.1 per 
cent in 1951-52 to 63.0 per cent in 
1960-61. In absolute terms the 
share lias increased, but the propor¬ 
tionate share of the incremental in¬ 
come during this period was only 
51 per cent. In other words, out 
of a 41 per cent increase in national 
income from agriculture, during 
1951-52 and 1960-61, little more 
than the income lias gone as culti¬ 
vators' income. 

Clearly, the gains of rent and 
interest recipients have been consi- 
datable and they have been at the 
expense of cultivators and agricul¬ 
tural labourers. The benefits of in¬ 
creased production have also not 
accrued to the Government in the 
form of additional revenue. Thus 
it appears that during the period 
under consideration the measure? 
initiated to increase agricultural 
production have had the effect of 
improving the position of rent and 
interest recipients relative to that 
of cultivators and agricultural 
labourers. If in the process of eco¬ 
nomic development the shares accru¬ 
ing to cultivators and labourers are 
deemed as an essential income lever 
to raise production and productivity, 
then the changes which emerge from 
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the above study deserve careful and 
immediate attention. 

Not« 

1 Patel, $ J, “Distribution of Natio¬ 
nal Income in India — 1950-51", 
Indian Economic Review, Vot III, 
February 1956, pp 1-12. 

,J Gulati, I S, “Agricultural Property 
Income in India", Indian Economic 
Review, Vo! Ill, August 1956, 
pp 110-114. 

a Chatterjee, A K, “Factor Shares in 
National Income of India", Paper 
III, iu the Series “Studies Relating 
to Planning for National Develop¬ 
ment of India’’, I S I, 1959, 

* Mukerjee, M. “On the Available 
Estimates of the Breakdown of Natio¬ 
nal Income by Distributive Shares 
in India”, in “Papers on National 
Income and Allied Topics”, Voi 
II, Asia Publiahing House, Bombay, 
1962, pp 35-36. 


* Dey r .B; sad Mtutcn , T.-’Ottgui-and 
Distribution- at fiats! Income of 
India”, The Economic Weekly, 
June 15, 1963, pp 965-970, 

0 l itmus, R M. "Income Distribution 
and Social Change”, George Allen 
and Unwin, London, 1962, pawim, 

1 Directorate of Economic* and 
Statistics, Ministry of . Food and 
Agriculture. 

K The distribution has been delineated 
in terms of four categories which. 
represent main economic activities. 
As such, each segment, though it 
represent* income arising in the 
main from that activity, will in. 
elude more than one activity. 

s This heavy dependence on outside 
private agencies for credit require, 
ment* is evident even if it is as¬ 
sumed that more than 12 per eent 
of the total credit is currently being 
supplied by the cooperative societies. 
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Unemployment and Economic Development 


Comments 


i ; 

1 P Nljhawan 

S K N ATH \ reply (The Econ¬ 
omic Weekly, August 10, 
1963) to my comments on his arti¬ 
cle ‘Unemployment and Economic 
Development’ speaks volumes for 
his ability u> tear sentences from 
their context and to use them to 
hi» advantage. Note his subtle at¬ 
tempt to mislead the reader by put¬ 
ting together my two sentences “in¬ 
creased 'employment opportunities 
must follow in the wake of econo¬ 
mic progress” and “rapid develop¬ 
ment may come in conflict with 
increased employment”. This is 
likely to mislead a reader who does 
not know the context in which they 
were written. Putting the two sen¬ 
tences together, Nath asks, “What 
does the rapid development consist 
of ? ” 

For me (unlike him) the mea¬ 
suring rod of economic development 
is not only ‘the millions of men 
employed’ but also the ‘output’ pro¬ 
duced. At times the increase in 
output may be at the expense of 
employment. Nath believes that 
‘full employment’ should be the 
sole objective of economic develop¬ 
ment. Those who do not see eye 
to eye with him on this point are 
accused of being callous as they do 
not realise the urgency of the solu¬ 
tion of the baffling and growing 
problem of unemployment. He 
charges me of being “too satisfied 
about the employment situation to 
consider full employment as the 
most necessary part of any set of 
aim of economic planning” (italics 
mine). This is a gross misrepresen¬ 
tation of my views. He can rest 
assured that I am as much, if not 
more, concerned about the ‘unem- 
oloyment of teeming millions in 
India’ as he is. But despite that 
(and despite his reply) f consider 
full employment as only one of the 
important objectives of planning. 

Over-Emphasis on Numbers 

Full employment should not and 
cannot be the sole and overriding 
objective of economic development. 


In fact as Reddaway* points out, 
unemployment is not a very mean¬ 
ingful foncept in the context of the 
Indian economy. The phrase ‘Un¬ 
employment and Underemployment’ 
perhaps better describes the state 
of affairs in India. Nath is so 
concerned and distressed about the 
‘number’ aspect that, I am afraid, 
lie ignores the ‘productivity’ aspect. 
He feverishly counts the employ¬ 
ment openings without caring to 
find out their productivity or real 
income generating capacity. Indeed 
if his suggestions are accepted 
(leaving aside the question of their 
feasibility) it will in most cases 
convert ‘visible unemployment’ into 
‘invisible unemployment’. Reddaway 
(ibid, page 24) very aptly remarks, 
“Trying to measure this problem 
(of unemployment) or assess pro¬ 
gress in curing it (this is exactly 
Nath’s stand point) by counting the 
unemployed seems about as useful 
as assessing progress in the nutrition 
field by counting the number of 
people who ate nothing at all on a 
certain day. It may give one some 
clue about the progress but it ignores 
the greater part of the problem” 
(words within brackets mine), 

Then again Nath thinks that my 
quoting of statisics to prove that 
unemployment is a colossal oroblem 
means that I subscribe to the view 
“that nothing more can be done 
about the problem” (italics mine). 
Nath could not have misunderstood 
me more. I quoted the statistics to 
caution that one should not take an 
idealistic attitude towards a problem 
as ticklish and as baffling as that 
of unemployment. Realism is called 
for. Nath feels offended at .mv 
attempt to question his unrealistic 
assumptions and wishes to inform 
me that this is a ‘logical attitude’ 
but ‘not very helpful attitude’. Prob¬ 
ably Nath will brand my attitude 
‘helpful’ if I join him in making 
unrealistic assumptions and vigor¬ 
ously support his prepostrous thesis 
that full emnlovment in India can 
be achieved in just two years. 

* W B Red da wav, "The Development 
of the Indian Economy”, George Al¬ 
len Sc Urwin . London, 1 962. 


II ' '■*; 

8 Shftfiuddin 

I HAD read with interest 5 K 
Nath’s first article (The Eco¬ 
nomic Weekly, May 4', 1963). 1 
was rather surprised at his criticism 
of the present employment policy of 
of the planners, that solution of 
unemployment has not been given 
due priority and the vague sugges¬ 
tions he made to solve the problem. 

In the second paragraph of his arti¬ 
cle Nath states, “... employment for 
everybody within the next two years 
with an income at least adequate 
for the basic necessities (at cont¬ 
rolled or subsidised price) should 
have been given top priority a long 
time ago and should be given first 
priority at least now.” In this con¬ 
nection it may be pointed out that 
our planners have been seised of 
the magnitude of the unemploy¬ 
ment problem from the very begin¬ 
ning. Even in the First Plan, which 
was mainly concerned with correct¬ 
ing the imbalances generated in the 
economy due to the war and parti¬ 
tion, it was realised that in view of 
the vast volume of unemployment 
it was necessary to have immediately 
some special programme to mitigate 
this problem side by side with the 
reconstruction and development pro¬ 
gramme and a 12-point scheme was 
drawn up chiefly to provide maxi¬ 
mum possible employment to people. 

In the Second and Third Five Year 
Plans, employment has been includ¬ 
ed as one of the principal aims of 
our efforts. The, Second Plan also 
conceived of special schemes to be 
undertaken to provide relief to the 
educated unemployed. Similarly, the 
Third Plan, which in many ways 
continues the employment policy 
adopted in the Second Plan, has 
recommended that wherever in the 
execution . of construction works 
more labour intensive techniques 
can be adopted without jeopardising 
production, such techniques must be 
given preference over capital inten¬ 
sive onps. All this leaves no room 
for doubt regarding the sincerity 
with which efforts are being made 
to create maximum employment 
opportunities. 
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Natb’ssuggestion that within thp 
’ ne*t two yars everybody Bant 
get employment at a minimum \evn\ 
■■• -of wages, represents an admirable 
Ideal but it is not a practical pro¬ 
position when viewed in the context 
pf opr limited resources. A pertna-. 
rnsnt solution of the unemployment 
problem ' ran be achieved only 
through large scale investment in 
" basic industries and creation of 
assets and overheads in the economy 
and these by their very nature take 
3 long time to yield results in terms 
of production and employment. Docs 
Nath really feel that unemployment 
can l>e eradicated in just two years? 
If so, he must present a concrete 
plan. Things are always easier said 
- than done. 

Summing up his approach to the 
problem, ’ Nath goes on to say, 
". . .The aim is to give jobs to all 
those who are unemployed whether 
in towns or in villages. The imme¬ 
diate aim is not to abolish seasonal 
unemployment of the agriculturists 
with iarm holdings which are not 
extremely small but the unemploy¬ 
ment of landless labourers in rural 
areas and of alt sorts of workers 
r (school or college educated or 
otherwise) in the cities”. Of the 
two categories, Nath suggests that 
the former can be employed ori 
“such jobs as construction of 
simple hut well designed mud- 
houses, simple furniture, roads, 
wells, tanks, canals, school buildings 
and so on” and “sanctioning of 
such works should continue so long 
as there are people willing to work 
at the wages offered.” Similarly, lor 
the educated unemployed people, 
he offers the suggestion that they 
can be provided with employment 
as teachers, nurses, family planning 
propagandists and also as managers 
and supervisors, etc, in factories by 
Working multi-shifts. 

Not New 

With all regard for Nath’s noble 
sentiments, it ..must be said that he 
has not attempted to say something 
which is not already well known 
and being doreo There is a dearth 
of trained teathrrs, engineers, doc¬ 
tors, craftsmen and nurses to meet 
even the existing requirements; thus 
before more schools, factories cr 
hospitals can be opened there must 
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schools, factories - and hoepitaifc w* 
quire proper bufldiqgs and equip¬ 
ment. Do our limited resources 
allow us to obtain these either in¬ 
ternal ly or from abroad ? Nath has 
not paid enough attention to this 
aspect of the problem. Even if it 
were not difficult to import requisite 
equipment, know-how, etc, from 
abroad, it would be wiser to build 
up our own assets and basic induct- 
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nere' present approach to Mowmii 
development aims at' a deli can 
balance between the objectives 1 
maximum employment .and maxi 
mum production. Though- in tte 
short run the- impact on employ 
ment of such a policy may not b« 
quite sizeable, yetinthc lohgej 
period ’this appTbach alone offers 
reliable solution to our uneriiploy 
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■'■ r - , 3,1'd63 • ' per cent net, each, and for 196L 5 . 

on October 3, 1963 - tent subject to tax, i e, 3*5 per 

iGentietneno, • •> ' ' cent net and that, even in paying 

./’. a fiivea nie much pleasure to the p^ty dividend of 3.5 per .cent 

■welcome you to-the Annual General net for 196 \ l^T Reserves ©f 

. Meeting' and to present to you the draw open the Genera 1 :? p “ ‘ , 

BairnS Sheet and lt« Annual At; *>, <*W J" ZZlSTSZ. 
counts, together with your Directors Reports .for the precedi g 
Sri. for the year ended 31st years, it was explained m detail 

Dumber, 1962. these have been in how a Continuous deterioxatito^ai 

your hands for some time now and, the financial condition of t e 
Tith your permission, we may take , p a ny had been brought about by 
them ^as read. ■ - progressively "V« 

Disappointing Financial Result. coa , rm ^way t ^ There 


Unsatisfactory. Cost Supplies tlfll 
Continue 4 

' In my address at the fast General 
Meeting, I informed the stockholders 
how the present system of loading j 
coal in box wagons harl been caus¬ 
ing serious losses to the Company 
both financially, and operationally. 


You wpuld ha\e found that the 
Accounts for the year 1962 reveal, 
once more; and for the fourth year 
. in succession, an extremely poor and 
.disappointing financial result of the 
( working of the Company. Tile Ac¬ 
counts under, review show, a net loss 
of Rs 59,636, after providing for 
taxation at Rs 52,507. If the income 
of Rs 1,32,707, which was derived 
from the investments of the Com¬ 
pany,, is excluded, the net financial 
result of the main operations of the 
Company, namely, production and 
distribution of gas, would show a 
loss of Rs 1,92,343. To arrive at a 
’correct assessment of thi financial 
result of the Company’s working in 
1962, however, it is necessary to «■ 
elude a further sum of R» 
being the proceeds of bills for the 
consumption of gas by the domesUc 
consumers in the earlier 7® ar8 >. ® 

’ which the booking had fallen into 
arrears due to the altered « 

meter reading introduced m 
and which were actually booked and 
realised only in 1^62. On this basis. 


KTe bonthnious detBrimratwn in’ As the shortcomings, of^the 
the financial condition of the Com- still continue, to affeet the Company , 
oanv had been brought about by adversely, 1 should like to comment, 
LoLwively increasing costs of once again, upon thr* important 
coal railway freight taxes, wages mat tot. Astl^e stockholders are no 
and ’amenities for labour, etc. There doubt aware, a box wagOn has a 
’Z HurSier rise in the main items capacity of 55 tpnnes an against a 
of cost during the year under review capacity of tonnes of ihe foUi- 
and the result was, as shown by the ' wheeler wagon m which coal. was. 
Accounts a further serious worsen- loaded previously. Moreover, to re- 
m K of the financial position of the duce jrnarshalhng time, for-the last 

Company to the point of a crisis. two years, Uie Railways have adop- 
uompany v , fid the sy3trm -„f Rake Loadings. A 

Heavy Increases tn Costs R ake consists, of 45 (four-wheeler) 

A clear idea of the rapidly in- wa p 0 ns on South Eastern Railway 
' creasing costs of manufacturing and and 7a (four-wheeler) wagomi • 
distribution of gas will be given by o„ Eastern Railway. 
the following figures i fore, 18 box wagons on thejsoutfi 

--- ’iffifr — 1 - ! 1962 ■* increase . 

. i, 2 . ' ■%, 

Price of <oal (per ton). , 4.^14432 * 63»16»424 - , 

Total f;o«t t>f coal u«eo 22 26 923 27»77.46B ,24.72, 

Wages bill . , . 4!iw!634 5,73,198 A2.01 


Price of-coal (per ton) , 4 

Total cost of coal used • 2 

Wages bill 
Amenities for labour 

It would, be noted that the above 
three items alone caused an increase 
in expenditure by as much as ns 
27,24,401. or nearly 40 per cent. In 
the last few months of the current 
year (ie, 1963), the increases in the 
cost of coal, freight. Emergency 
Risks Insurance premium bits 


’ 1957 
(Rs) 
-48.12 
43,14.132 
22.26.923 
4,03,634 


• t%) ' 

25.4* 
46.46 
, .24.72,' 
■42.01 


Eastern Railway and 28 box -wagons • 
on the Eastern Railway constitute a , 
rake. As there are very inadequate 
numbers' of heavy weigh-bridges 
with siding accommodation, at im¬ 
portant stations, short loading of 
coal cannot be checked most often. 
For this reason, the Company not 


, meter reaomg “ T , ._j Rkks insurance premium (-ns ror uns reason m “7 

and which were actually booked and , { electricity, etc, unoften receives a shorter supply of 

«al iw l orty ta lte. On th.ihs ww®f *. o.d .ha„ i. ha. pala for. Secondly, 

the production and sale of gas by. totalled p » ^ effect 0 f th is as it is. difficult for the collieries to 

the Company during 1962 aptu y heavy ^increase in cost in,the load a rake of box wagons with good 

resulted in a loss of no less than Rs further h vy in the fi. quality coal within the. demurrage- 

3,28,543. On actount of dua ma^ cumm ^™ £ ee t L e o{ 5 hours, there is often 

edly unfavourable firianml outcome ^ And ^ a tetidenev to load inferior coal 

of'the Company’s working, .your snll furUret^ ^ ^ #} _ a , ong wit f 4 gaodcod. In consequ- 

regret v6ty much y passed by without any finari- ence, the- Company receives const 

cial relief having been granted derable quantities of low-quality cOal, 
Ciai reuei uavjiig p _ f or tfObd ijua* 


resuiwu mi • n \ ._ 1 , 

3 28,543. On account of tlus mark¬ 
edly unfavourable financial outcome 
of ’the Company’s working, 1 y°ur 
pirectors regret' v6fy much to say 
that they were not in a position to 
.recommend the payment of a ? n y r dl Il 
. dend to the stockholders for the 
Jeaf 1962. This is tbe first nme, 
Se the Company was token over 
. • by the present management seven-. 


through a price increase, it is to be 
feared that the financial result of 
diq Company’s working for the cur¬ 
rent year would be far worsd than 


although it has to pay for good qua¬ 
lity coal. This, is a further source 
of loss to the Company. Thirdly, the 
free time allowed for loading and 


l-i* • ,> 
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unloading of coal was reduced from 
12 hours to 9 hours, then to 6 hours, 
and thereafter to 5 hours, in the case 
of four-wheeler wagons. Now, al¬ 
though the carrying capacity of a 
box wagon is 2£ times that of a 
four-wheeler, the free time allowed 
remains the same 5 hours, instead 
of being increased pro-rata to 12| 
hours. Like many other coal users, 
otir Company’s unloading arrange¬ 
ments and sidings are related to 
four-wheelers and not to box wa¬ 
gons, and, consequently, the Com¬ 
pany is not able to unload the coal 
supplies within the demurrage-free 
lime arid, therefore, has to incur 
heavy demurrage charges. We would 
request the railway authorities to re¬ 
view the position and suitably ex¬ 
tend the free time for unloading of 
coal and thereby save the coal users 
Iron) unfair demurrage charges. 

Cun Advisory Committee 

As a result of our representations 
regarding the serious deteriora¬ 
tion of the financial position of the 
Company, the Government of Maha¬ 
rashtra was pleased to appoint a 
new Gas Advisory Committee on the 
]6lh February, 1963. In response to 
the Committee’s request to furnish it 
with relevant information and cost 
data bearing on the case for ari in¬ 
crease in the price of gas, the Com¬ 
pany submitted a detailed Memoran¬ 
dum, including carefully worked-out 
cost estimates and other important 
information, on the 16th March, 
1963. Detailed information on seve¬ 
ral aspects of the. Company’s opera¬ 
tion was called for and furnished. 

The Company stated that, since 
the take-over by the new manage¬ 
ment, it had expanded the sale of 
gas by over 60 per cent and increa¬ 
sed the number of gas connections 

from 14,831 to 18,261. It was ex¬ 
plained that, if the per capita con¬ 
sumption of gas had remained at the 
level of 1946, the increased gas sup¬ 
ply would have been sufficient to 
enable the Company to give as many 
as 9,000 new gas connections within 
the period. However, due to a sub¬ 
stantial increase in gas consumption 
per consumer, the number of new 
gas connections had to be limited 
to a little over 3,400. The Company 
also claimed that the quality of the 
service provided by it compared fa¬ 
vourably with that of the most high¬ 
ly reputed public utility companies, 
such as the leading electric supply 
companies of the country. 
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Price Increase* for Baste Commodi¬ 
ties and Services 

Ever since price control -for essen¬ 
tial commodities and services was 
instituted, the Government and other 
price-fixing authorities have sanc¬ 
tioned repeated and substantial price 
increases to meet cost increases ei¬ 
ther as a result of ad hoc inquiries 
or under an Escalator Clause. Thus, 
successive price increases during all 
these years have been granted in res¬ 
pect of basic commodities, such as 
iron and steel, cement, coal, etc, and 
basic services, such as electririty, 
telephones and postal rates, rail 
fares and freights, coastal freights, 
air fares, B.E.S.T. bus fares. Indeed, 
it is now an established principle of 
price fixation in India, in respect of 
controlled commodities and services, 
that increases in the costs of basic 
factors, such as coal, wages, electri¬ 
city, rail freights, rates and taxes. 
Emergency Risks Insurance premi¬ 
um, etc, should be covered by ad¬ 
equate price increases. It is also an 
established principle that controlled 
price* should provide for sufficient 
return on capital so as to permit the 
distribution of dividends at prevail¬ 
ing rates for comparable industries 
and also a sufficient margin for re¬ 
serves, to be ploughed back into the 
industry by way of rehabilitation and 
expansion. These principles have 
been followed in India over manv 
years in the cases of practically all 
controlled commodities and services. 
Incidentally, these are also the prin¬ 
ciples that are followed by price¬ 
fixing authorities in other advanced 
industrial countries of the world. 
Case for an Increase in Gas Price 

But, unlike other important con¬ 
cerns producing basic commodities 
or services and receiving the benefit 
of price increases to meet cost in¬ 
creases, time and again, the Bombay 
Gas Company had the unenviable 
distinction of providing a unique in¬ 
stance in the country’s post-war 
economic history, of the price of its 
service having been pegged down to 
a figure which was slightly lower 
than that of 1926, even though the 
costs had indisputably increased by 
a substantial margin within the 
period. In the Memorandum sub¬ 
mitted to the Gas Advisory Commit¬ 
tee, the Company has suggested that, 
in determining a fair price For gas, 
the following factors should be taken 
into account : (a) Actual coats of 
production and distribution of gas; 


' S| /.i J if , .« 

(b) provision for reasonable im¬ 
provement in salaries and wages; 
tc) provision for annual bonus; <d) 
provision for gratuity; (e) provision 
for contingency with an Escalator 
Clause to take care of unforeseen 
cost dements arising out of dyna¬ 
mic changes in the e,oonomy; If) 
provision for rehabilitation; and 
(g) adequate return on capital so as 
to provide for reasonable dividends 
to the stockholders and suitable al¬ 
location to reserves. In this connec¬ 
tion, the Company invited the Com¬ 
mittee’s attention to the currently 
prevailing rates of overall return on 
the invested capital earned by some 
of the leading public utility compa¬ 
nies and certain other high-ranking 
industrial concerns of the country. 

Company's Expansion Programme 

The Company’s request foT an 
adequate revision of the price of 
gas, though fully justifiable on the 
ground of cost increases, was, how¬ 
ever, linked up with a definite 
offer by the Company to undertake 
a substantial expansion programme 
designed to enable the Company to 
give 15,000 to 20,000 new gas con¬ 
nections over a period of three years, 
at an estimated rapital outlay of 
some Rs 150 lakhs. 

Possible Saving in Foreign Exchange 

The Company pointed out that, 
apart from its importance in the 
context of the country's determina¬ 
tion to step up industrial and de¬ 
fence production, the proposed ex¬ 
pansion of gas supplies could result 
in a saving of the country's much 
too precious foreign exchange re¬ 
sources to the tune of some Rs 46.48 
lakhs by reason of the resulting re¬ 
duction in the consumption of im¬ 
ported kerosene for heating and 
lighting purposes. 

High Price of Substitutes 

There was one more important 
and interesting factor which was 
brought to the Committee’s notice. 
Over the last few years, two of the 
leading oil companies had placed 
on the market a close substitute for 
piped town’s gas, viz, Liquid Petrol¬ 
eum Gas (L P G), or, as it is popu¬ 
larly called, bottled gas. The cur¬ 
rent selling price for this L P G, in 
terms of British thermal units, was 
almost four times as high as the 
present rigidly-controlled price of 
town’s gas in Bombay. It is note¬ 
worthy that, even at this price, there 
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were reported to be no fewer than 
45,000 consumers of L P G in th$ 
city of Bombay itself. It was also 
reported that a far larger number 
of potential consumers in the Bom¬ 
bay city and elsewhere were eager 
to obtain supplies of L P G for their, 
use, even at that high price. In view 
of the fact that, in spite of its ap¬ 
preciably higher price, there was 
extensive demand for L P G in 
Bombay and other places, the Com¬ 
pany strongly suggested that the 
Bombay public was certain to wel¬ 
come a substantial increase in the 
availability of town’s gas even 
though it would entail a moderate 
rise in the gas bill on account of 
heavy increases in the main ele¬ 
ments of cost, such as coal, railway 
freight, taxes, wages and amenities 
for labour. 

We trust that the Gas Advisory 
Committee would be considering the 
entire question of price revision in 
the larger perspective and would 
recommend an adequate price for 
gas which would enable the Com¬ 
pany to continue to give and extend 
its good service to the city of 
Bombay, especially in the context 
of the current situation and fore¬ 
seeable future developments in the 
country. In this connection, we 
may note the rapid strides which 
the gas industry has been making 
in western countries. It may be 
pointed out that in London there 
is one gas meter for every five per¬ 
sons, whereas in Bombay there is 
at present one gas meter for every 
225 persons of the population. 
Recently, a tripartite agreement was 
signed for the joint sponsorship of 
a new company formed to extend 
the network of gas transmission and 
distribution system in Pakistan. 
If the Bombay Gas Company is 
given an adequate price rise, as it 
has every hope that it will be, it is 
the Company’s determination to go 
ahead with installation of more and 
more gas connections in the City, 
either to private consumers or to 
such industries as may be specified 
by the Government, and the Govern¬ 
ment of Maharashtra would be in 
a position to demonstrate that, in 
the matter of amenities, Bombay, 
which is perhaps the most progres¬ 
sive ciy in the country from every 
point of view, is not lagging behind 
in this mater of the availability of 
gas, which is the cheapest fuel on 
tap. As mentioned earlier, we have 


already given an assurance to the 
Government that about 15000 to 
20000 new gas connections would 
become possible to be given on an 
adequate price rise being granted, 
and it will be the endeavour of the 
Company to fulfil this programme 
even ahead of schedule. At present 
there are only two cities in India, 
Calcutta and Bombay, supplying 
town’s gas. The result of an exten¬ 
sion of the network of distribution 
which the Company will be able to 
undertake on being granted a price 
rise would be that the city of Bom¬ 
bay, which is the Commercial Me¬ 
tropolis of India, would have taken 
one more step in the matter of 
providing amenities and comforts 
to the citizens of the enlightened 
State of Maharashtra, which are 
the hall-mark of every progressive, 
city in the world today. 

Plant and Equipment 

You will be glad to know that 
the New Elevated Purifier Box, 
which, as I informed you on the fast 
occasion, was under construction, 
had been in commission since 50th 
December, 1962. On page 13 of the 
printed Accounts (Statement 2A), 
you will find that about Rs 15 lakhs 
worth of Plant Machinery and Equ¬ 
ipments had been newly added to 
the Capital Block. 

Maharashtra State 

THE progress of the Maharashtra 

State Co-operative Bank during 
the year ended June 30, 1963 was 
quite satisfactory from practically 
every point of view. The paid tip 
capital of the Bank went up bv Rs 
72 lakhs to Rs 456.30 lakhs. Gov¬ 
ernment contributed Rs 35 lakhs 
during the year and now holds 38 
j>er cent of the total capital. Statu¬ 
tory Reserves and Other Funds slord 
at Rs 126.91 lakhs on June 30, 
1963 showinc an increasr of Rs 
21.02 lakhs. Deposits increased from 
Rs 25.48 crores to Rs 30.13 crores. 
Borrowings from Reserve Bank were 
lower by Rs 3.22 crores at Rs 22.26 
c.rores and this was due to higher 
deposit resources and easy money 
market conditions. Loans and ad¬ 
vances were also down by Rs 2.46 
erores at Rs 42.94 crores. The Bank 
was able to get reimbursement 
during the year from the Reserve 
Bank against its loans to the Dis- 


Welfare Activities 
In the months of October and 
November, 1962, immediately after 
the declaration of the national em¬ 
ergency, an appeal was issued by 
the K E M Hospital Authorities foi 
blood donation. The members of the 
staff and workers made a very good 
response and donated 19,000 c c of 
blood. In addition, the workers and 
the members of the staff gave a con¬ 
tribution to the National Defence 
Fund to the tune of about Rs 
20,000/-. The workers and staff 
members continued to take advan¬ 
tage of the facilities provided by the 
Company in its dispensary at the 
Gas Works X-Ray and Screening 
Plant and Diathermy and Infra-Red 
Equipments in the Physiotherapy 
Section were well utilised. The an¬ 
nual medical check up of the em¬ 
ployees was conducted as usual. 

Appreciation 

Before I conclude, I would like 
to express our warmest appreciation 
to the workers, the staff and officers, 
for their wholehearted cooperation, 
and, specially, to Shri S Chowdhary, 
your General Manager and Secre¬ 
tary, and Shri A S Kao, your Drputy 
General Manager, for their invalu¬ 
able services. 

Thank you. 

Co-operative Bank 

trict Central Co-operative Bunks. 
Outstanding advances to co-operative 
sugar factory were reduced by Rs 
4.27 crores to Rs 3.00 crores on 
June 30, 1963. 

At the Annual General Meeting 
of the Bank held on September 25, 
Dr I) K Gadgil, Chairman of the 
Bank, staled that the defects in the 
loan procedure were being gradual¬ 
ly removed to make it easier for the 
District Banks to provide financial 
accommodation to new societies and 
members. The loan business of the 
Bank will show a progressive in¬ 
crease in the future. Dr Gadgil fur- 
ther slated that since land develop- 
ment banks have now made pheno- 
tnenal progress in the State and had 
a rinse bearing on the business of 
district banks, a scheme for co¬ 
ordinating their activities as evolved 
at a conference of Central Financing 
Agencies is now being gradually 
implemented. 
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# ALUMINIUM CORPORATION 


AuiCffiO 


OF INDIA LIMITED 


Magnificent Working Results: Rise in Sales 

82% and Profits 60% > 

Expansion Project in Advanced Stage 

25 Years National Service Completed: 
Silver Jubilee Bonus Shares Declared 

Need for the Industry’s Expansion Stressed 


WHILE presiding over the 25th 
’ Annual General Meeting of 
the Aluminium Corporation of 
India Ltd., held in Calcutta on 
the 30th September ’63, Shri 
Lakshmipat Singhania said: 

Gentlemen, 

I have great pU'Atsuro in Welcom¬ 
ing you to the 25th Annual Gene- 
■ ral Meeting of the Corporation. 
The fonnation of the Corporation ill 
October, 1937, was the first concrete 
step towards the establishment of 
this highly technical basic industry 
by pooling all resources available in 
the country as no foreign technical 
assistance -worth the name was then 
available, The Corporation has 
developed the aluminium industry 
in India in its natural sequence of 
Operations that is from Indian bau¬ 
xite ore to aluminium-oxide to alu¬ 
minium metal to finished products 
,Hke sheets and circles etc. By fol¬ 
lowing this natural sequence the 
Corporation tan claim that it has 
laid the foundation for this industry 
and created trained technical per¬ 
sonnel wealth in the various sections 
of the industry. Therefore, the his¬ 
tory of the development of the Cor¬ 
poration during the last 25 years 
can.be rightly taken as the history 
of the establishment of this basic 
industry in India. Considering the 
enormous initial'difficulties .the Cor¬ 
poration ' Had to lace technically and 
financially the present attainment 


of the Corporation stands as an 
achievement of Indian Capital, 
Indian Management, Indian Labour 
and Indian Technical Skill who have 
toiled over long years with faith, 
courage and single purposeness of 
objective. 

Pioneers have only the glory of 
blazing a trail with a reward of, 
privations. This is also true in the 
case of pioneers who while establish¬ 
ing any basic industry like alumi- 
.nium have to face certain -difficulties 
which the subsequent entrants into 
that Industry do not have to face. 
The patience and - perseverance of 
the equity shareholders who had to 
wait for 19 years before they could 
get their first dividend is -a typical 
example. 

Having received nothing for the. 
fust 19 years, for the remaining last 
eight years -the Ordinary Sharehold¬ 
er have received a return of 9.11' 
per cent oh their original capital, 
thus making a total direct return 
till end of March 1963 of a bare 
3.73 per cent on the original capi¬ 
tal, excluding the advantages of 
right shares and bonus shares. The 
highly capital-intensive nature of 
this industry will be borne out by 
the fact that an investment of ap¬ 
proximately Rs 10,000 is required - 
for one ton metal production capa¬ 
city per year, that is about etne-third 
in money value per year in Ratio of 


Capital Investment, and similarly 
from the employment point of view, 
a capital investment of Rs 30.000 
to Rs 40,000 will be required per 
head of direct employment. For any 
Industrial investment of such mag¬ 
nitude a rate of return of 3.73 per 
cent is most inadequate. The total 
earnings of the Corporation during 
the last 25 years have been distri¬ 
buted as under :— 

31 ppr cent on Raw Materials 
and Stores, 

30.8 per cent for Employees, 
10.2 per cent to Government as 
taxes and duties, 

12.7 per cent for fund plough¬ 
ed hack for the industry itself. 
5.9 per cent on Dividend, 

1.1 per cent to Management. 

It will thus be seen that the share¬ 
holders of such an Industry ,are not 
directly benefited to a great extent 
but the industry becomes a national 
institution for orcation and distribu¬ 
tion of wealth for the national econ¬ 
omy and it has to be viewed from 
that angle. 

Silver Jubilee Bonus Share 
I am happy to state that in order 
to compensate the shareholders for 
their patience and restraint and in 
order to wovide a Silver Jubi'ee 
gift, the Directors have decided to 

issue, bonus shares to the existing 
holders of Ordinary Shares in the 
ratio of on** Bonus Share for every 





four Ordinary Shares held. Consents 
from the Controller of Capital 
Issues and the Industrial Finance 
Corporation of India have been re¬ 
ceived and the necessary prelimi¬ 
naries are being finalised and the 
shareholders will hear shortly about 
the date of allotment. 

Here I must mention my appre¬ 
ciation of those Shareholders who 
have been holding the shares of the 
Corporation from the very inception. 
There have been ups and downs, in 
the value of the share in the mar¬ 
ket. Your shares were quoted us 
low as Rs 3/- at one time but with 
continued good performance of the, 
Corporation the shares are again 
being quoted, for the last few yeais, 
in the range of Rs 13 to Rs 21. 
Those of the shareholders who hap¬ 
pened to be able to buy the shares 
at the lowest price have benefited 
to the greatest extent but those 
shareholders who have been holding 
the shares from the very inception, 
are indeed to be praised. As the 
direct total return on the Ordinary 
Shares from the inception has not 
been more than 3.73 per cent, I am 
sure this 25 per cent bonus will be 
a compensating effect. 1 may also 
mention that today the net break-up 
value of the share of the Corpora¬ 
tion works out to about Rs 36/- per 
share and the market quotation of 
the share is not always the criterion 
for the actual worth of the shares 
in a Company. 

Progress Maintained 

The Directors’ Report with the 
annual accounts for the year ended 
31st March, 1963, which has already 
been circulated to you deals elabo¬ 
rately with the various aspects of 
your Corporation. I will satisfy my¬ 
self by mentioning that we have 
been able to maintain our progress 
during the year. The sales have 
reached a new high being 82 per 
cent higher and the gross profit ac¬ 
cordingly has increased by over 60 
per cent than last year. But the 
Directors had to reduce the divi¬ 
dend on the Ordinary Shares with 
a view to conserve the liquid cash 
to meet the requirements of expan¬ 
sion programme. I hope that this 
cut in dividend is only of a transi¬ 
tional nature. In view of the expan¬ 
sion and increased production, there 
is every reason to believe that the 
shareholders will he benefited to a 
greater extent in the future. It 


might he mentioned that the coat of 
this expansion programme will be 
in the vicinity of about Rs 5 crores 
and to finance this expansion the 
shareholders have been so far call¬ 
ed upon to contribute only Rs 31.25 
lacs in the form of fresh capital. 
The rest of the cost of the project 
is being financed by way of loan 
and deferred payments and Com¬ 
pany’s available resources. This lias 
been indeed a very big task. It can 
be well realised that no new Indus¬ 
try could pay a first dividend in the 
very first year of establishment- 
However, I am quite conscious of 
the importance of servicing the 
capital by providing a reasonable 
return to the shareholders and 1 
can assure you that the interest of 
the shareholders is of as much Pri¬ 
mary importance to us as any other 
matter. 

Expansion 

I have pleasure in informing 
you that the expansion programme 
which has been undertaken by the 
Company has reached to the final 
stages. The new Smeltrr which is 
the most modern in the East has 
started functioning fom June, 1962, 
and has in a very short time reach¬ 
ed full production capacity of 
quality metal and today the produc¬ 
tion level is higher than what was 
planned. The extension of the Alu¬ 
mina Plant is likely to be in full 
operation by the end of this year. 
Trials have already started on the 
Extrusion Plant and we hope that 
the plant will be in full operation 
within a month or two. Other plants 
of sales services of metal-like ACSR 
Cable Plant and Foil Plant are 
expected to he in operation before 
the end of the financial year i e, 
31st March, 1964, The full benefit 
of all these extensions and new pro¬ 
ducts will only be available to the 
Company during the next financial 
year. At present 1 can only say that 
the Corporation is completing all 
these plants most economically and 
in the most modern manner. A 
good deal of the plants has been 
designed and fabricated in India 
and I have no hesitation in saying 
that probably we have spent the 
least amount of foreign exchange 
compared to any other plant of this 
nature in India. 

Need Tor the Industry’* Expansion 

The World production of Alumi¬ 
nium metal during the year 1962 


October 12, 1963 

has increased by about 10 per rent 
over the year 1961, the production 
for the two years being about 5 j 
million metric tonnes and about 5 
million metric tonnes respectively. 
The slackening trend of demand in 
the countries producing largest 
quantities which was evident two 
years hack has now changed and the 
demand for aluminium has increa¬ 
sed all over the World. In tact the 
world consumption of primary me¬ 
tal for 1962 has shown a rise of 13 
per cent over 1961, This is the 
highest percentage in a single year 
recorded recently. Further it is re¬ 
ported that the stocks at the end of 
the year 1962 were substantially 
lower than the stocks at the end of 
1961. This shows that the existing 
uses' of this metal are increasing and 
yet new uses are also being intro¬ 
duced. 

The year 1962 has been of great 
importance in our country also. The 
production of metal has jumped 
from 16,382 metric ttfnnes in Calen¬ 
dar year 1961 to 35,313 metric 
tonnes in 1962 because of new 
plants and extensions of the existing 
plants coming into operation. Add¬ 
ing to this about 35,000 metric ton¬ 
nes of metal which were imported 
during the year (actual figures 
available only for 10 months) the 
total metal available for consump¬ 
tion in the country for the first time 
has reached a peak figure of 70,000 
metric, tonnes. This is indicative of 
the trend of consumption of metal 
in the country. However, the basic 
factor remains that though we are 
in the middle of Third Five Year 
Plan period yet we are importing 
nearly fifty per cent of requirements 
of metal from abroad. According to 
the estimate of the Third Five Year 
Plan, the production in 1966 should 
he 1,17,000 tons; but unfortunately 
certain Licences granted so far back 
as 1959-60 for the establishment of 
new plants have not been still uti¬ 
lised and these are blocking the 
passage for others who could pro¬ 
duce more metal in the country. 
Thus there is going to be a back-log 
in production at the end of the Third 
Five Year Plan. However, as stated 
by me on last year’s same occasion, 
the estimated consumption of the 
niPtal at the end of the Third Five 
Year Plan may be in the vicinity of 
1 .20.000 tons or even higher, if the 
industrial growth of the country is 
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maintained, at the present level. 
„ Again there is a possibility of con¬ 
sumption of Aluminium metal going 
further high especially in view of 
the non-availability of other Non- 
ferrous metals in the country. It' is, 
; therefore, essential that proper plan¬ 
ping has to be done, especially as 
the rate of return on capital for this 
; Industry is very low and capital re¬ 
quirements arc very high. In my 
opinion for the proper development 
of this-Industry a'number of plants 
■ have to be established in the coun¬ 
try and situated at different sites 
wherever power is available in suffi¬ 
cient quantities. It is.not merely a 
matter of one or two particular sites 
in the country. As the most impor¬ 
tant raw material for the Alumini¬ 
um Industry is power a'nd as it is 
necessary that Electro-metallurgical 
industries arc to be developed in 
the country, it is essential that 
power be made available from bulk 
generating stations at least to the 
extent of 10 per cent of the total 
generating' capacity, at suitable 
rates. Then only the industry will 
be able to make proper progress and 
in time attain a growth to compete 
with other Aluminium producers in 
the World. 

At present due to several factors 
there is a downward tendency of 
'industrial growth and development 
which is very disturbing, for, the 
whole future of the country depends 
on this growth and if the economy 
will not grow faster than the popu¬ 
lation growth then the problems of 
unemployment, and lowering of 
standard of living will become more, 
acute and the country as a whole 
will suffer. It is hoped that the 
-Government will soon take appro¬ 
priate action to revise the industrial 
economic growth so that industries 
can be established and expanded. 
Certain measures adopted by the 
Government in the past including 
taxation have to be very seriously 
reviewed, before, it is too late and 
the tempo of industrial development 
should not be allowed to come to 
halt. 


Gentlemen, I have great 
pleasure in felicitating 
all the shareholders, 
/TJjTyY; workers,.officers, Manag- 

/vST ik* ' n K Agents and esteemed 

4 customers of the Cor¬ 

poration who .have helped the Cor¬ 
poration in.jtt growth to the present 
position. .. ' . 
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TODAY experienced travellers do not carry cash; it can. be' 
lost or stolen. Wherever you go in India, carry Bank of Baroda 
Travellers’ Cheques—they’re absolutely safe. No one but you can 
cash them. And so easily too.., just sign your Travellers’ Cheques 
in the presence of the bank official on duty. -»• Your Bank of 
Baroda Travellers’ Cheques can be cashed almost anywhere in 
India—athny Branch Of the Bank of Baroda, the State Bank of 
India, the Bank of Rajasthan, and some branches of the Punjab 
National Bank, Next time you travel, carry safe, convenient 
Bank of Baroda Travellers’ Cheques—available in denominations 
of Rs25, RsSOand Rs 100 from your local Bank of Baroda branch. 



CARRY 

BANK OF BARODA 

TRAVELLERS’ CHEQUES 


THE Bank OF Baroda LIMITED (Eitd. 1908) Head Offlco: fiirod* 

Write for our free booklet, ‘May We Help You?’ 
which gives details of all our services 
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Around-, Bombay Markets ' 

Dalai Street Turns Erratic 


Thursday, Morning 


J)ALAL STREET last week pushed 

. its way further Up into new 
high ground but the going was- a 
bit tough. The market seemed to 
encounter rough weather at the 
high altitudes. Occasionally it was 
obliged to beat a hasty retreat in 
order to be able to launch another 
(successful assault. While Dalai 
Street’s determination and ability to 
scale new heights are not suspect, 
it iriight soon find it necessary to 
take a good pause and consolidate 
its position before moving on to the 
' next phase of its upward journey.' 
-It has a very fast run over the past 
twp-and-a-half months and its recent 
performance suggests that it has 
spent away much of its force by 
now. Making further advance is 
likely to prove an uphill task unless 
the market takes necessary rest and 
regains much of its lost vitality. 

The recent spectacular recovery in 
equity prices is due primarily to a 
significant turn in market psycholo¬ 
gy but market’s confidence can hv 
no means he said to be misplaced. 
There are good reasons to think that 
the Government is really serious 
about toning up the capital market. 
The Government seems even more 
determined to accelerate the pare of 
industrial and econojnic tempo 
through appropriate changes in the 
credit and fiscal policies. The new 
Finance Minister has met with con 
siderable success in bringing about 
an improvement in market psycho 
logy. How far he will meet the mar 
ket’s expectations fn regard to modi* 
fieations in the fiscal policy re¬ 
mains to be seen. Fortunately, there 
has been a considerable improve¬ 
ment in the political situation recen¬ 
tly and prospects of a fresh attack 
liy China are now generally, dis¬ 
counted. Political uncertainty. had 
been the main factor behind the pro¬ 
longed . stalemate in the investment 
market; improvement in the politi¬ 
cal situation is bound to help revi 
val of investors’ confidence. 

The bull is again the king and it 
would be risky to mistake any set¬ 
back in the market as a sign of his 
weakening control over the market. 


Judged by the amplitude and the 
duration of the current hull phase, 
odds are in favour of an early good 
correction. How exactly the tech¬ 
nical adjustment might come about 
•is difficult to say. It, however, bears 
repetition that' the major trend is no 
longer in doubt, The investor can 
look forward to the future with con¬ 
fidence, especially if the Colombo 
Powers can succeed in bringing ab¬ 
out -a peaceful settlement of the 
border, dispute between India and 
China. 

Cotton 

Prices Rise Further 

'J’HE upward trend in cotton futu¬ 
res gained further momentum 
last week. The March contract 
which had been moving up since 
21st September when it made a low 
of Rs 687.75 and could be had 
around Rs 708 early last week (3rd 
October) recorded a high of Rs 
713,75 by the weekend (9th Octo¬ 
ber). This takes it fairly close to 
the highest rate • of Rs 720 touched 
bn 22nd July --- the starting day 
for trading in the new season’s 
contract. 

The recent improvement in futu¬ 
res is due as much'to short covering 
as to persistent bull, support. The 
bull who had been keeping off the 
market because of the large carry¬ 
over and prospects of another good 
harvest became actiVe when lie came 
to know that the Government Was 
really serious about setting up an 
agency to support the market should 
prices tend to be unduly depressed 
under pressure of arrivals at the 
harvest time. The speculator is not 
concerned with the merit of the buf¬ 
fer stock scheme. That the Govern¬ 
ment should be thinking of support¬ 
ing the market when prices are just 
half way between the railing and 
the floor is a sufficiently good reason 
for the bull to build up a position 
as the potential risk is small. 

While the Government is prepar¬ 
ing to keep read v to stand by . the 
cotton grower and insure him, as it 
were, against a seasonal fall result¬ 
ing from the seasonal pressure of 


arrivals, the trade is beginning to 
revise its optimistic forecasts about 
the 1963-64 crop. Lack of .rains 
during end-September 'and early- 
October, which is regarded as a 
crucial period for the crop, is said 
to have adversely affected the yield 
in some of the important cotton 
growing tracts. It is felt that the 
new crop might ' turn out to be 3 
lakh to 4 lakh bales leas than in the 
previous season. How far the revi- 
sed crop estimates reflect the change, 
in the mood of the market is diffi¬ 
cult to say. It is perhaps still rather ‘ 
premature to make a dependable 
estimate of the crop. In any case, 
the crop movement is late by about - 
three weeks. The pace of arrivals 
once the crop begins to move into 
the market freely should provide a 
reasonably good idea both in re¬ 
gard to the size, and the quality of 
the crop. Meanwhile, the official 
move for creating a buffer stock 
agency has brought about a signifi¬ 
cant change in the tone of the-spot 
cottop market. Spinners are begin¬ 
ning to show a more lively interest 
in the market though business is 
limited by the scarcity of offerings. 
The quotations for new crop' cottons 
have improved by about Rs 20 to . 
Rs 30 peT candy over the past fort¬ 
night or so. 

It is not merely the mills which 
have become a little more active. 
There has also been a noticeable' 
improvement in overseas inquiries 
for Bengal Deshi. Japan which had 
been keeping off the market all this 
while is reported to have purchased 
sizable quantities. Apparently, the 
continuing strength in Deshi prices 
due to satisfactory domestic on-take 
and downward revision of the. crop 
estimate have induced the Japanese 
importers to revise their attitude. 
Now that the Japanese demand is 
beginning to revive, exporters feel 
that jt will be possible to negotiate 
substantial business it) the near fu¬ 
ture. This is encouraging. New 
De|hi will be well advised to allay 
trade’s anxiety at the earliest by 
declaring that it has no intention of 
including Bejigal Deshi in any kind 
of barter deal. 
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Conramptinn and Imports 

Mill consumption of cotton in 
July is placed at 5.02 lakh hale* 
made up of 4.48 lakh bales of 
Indian cotton and 0 54 lakh bales 
of foreign cotton. The July figure, 
the highest for the 1962-63 sea- 
son — raises the total for the first 
11 months of the season to 51.77 
lakhs comprising 43.48 Jakh bales 
of Indian cotton and 8.29 lakh bales 
of foreign cotton. The correspond¬ 
ing figures for the previous season 
were 42.94 lakh bales of Indian aud 
9.07 lakh bales of foreign cotton 
making a total of 52.01 lakh bales. 
The setback in consumption — 
though very small is intriguing 
in face of distinctly comfortable 
supply position of cotton during the 
season excepting a few months in 
the beginning. Stocks with mills at 
the end of July comprised 16.96 
lakh bales of Indian cotton and 2 
lakh bales of foreign cotton com¬ 
pared to 12.67 lakh bales and 2.23 
lakh bales respectively at the end 
of July 1962. 

The quantity of cotton licensed 
for import during the 1962-63 sea¬ 
son totalled 624,226 bales of which 
II S cotton amounted to 227,374 

bales. The corresponding figures 
for the previous season were 903.003 
bales and 259,982 bales. Actual ar¬ 
rivals during 1962-63 consisted of 
399.079 bales (296,098 bales) of 
II S cotton, 160.245 bales (195.866) 
of Sudan. 128.085 bales (94,299) 
Egyptian, 68.110 bales (160,855) 
of East African. 47,799 bales 
188,275) of Pakistan and 16,648 
bales (29,313) of others making a 
total of 819,966 bales (864,706 
bales). Figures in brackets relate to 
the previous season. Arrivals include 
quantity licensed in the preceding 
season. 

Oilseeds 


imue and that the announcement is 
merely a formality. Any comment 
o(n the revised incentives will natu¬ 
rally have to be reserved until the 
official announcement has actually 
been made. 

Hopes of an imminent announce¬ 
ment of more liberal export incen¬ 
tive* have already brought about a 
significant change in the general 
market sentiment. Groundnut futures 
which had developed a sagging ten¬ 
dency in sympathy with the sharp 
decline in spot prices because of 
the increased flow of new crop ar¬ 
rivals have again turned steadier on 
renewed bull support and anxious 
hear covering. The January contract 
which had been marked down from 
Rs 219.75 to Rs 216.12 was up 
again around Hs 219 at the week¬ 
end. The recent sharp fall in spot 
groundnut a'nd groundnut oil is in 
the nature of a quick readjustment 
of old and new crop prices. The 
huge premium that the spot mate¬ 
rial had been enjoying over the new 
crop hedge contracts could not be 
expected to be maintained when the 
'new crop begins to move into the 
market iri quantity. Futures have 
held remarkably steady despite the 
recent pronounced weakness in the 
spot material. A'nd if export busi¬ 
ness picks up appreciably with the 
anticipated increase in incentives, 
oilseeds futures are unlikely to re¬ 
gister any noticeable decline which 
usually follows the seasonal pres¬ 
sure of arrivals. Castor futures 
(March contract) moved irregular¬ 
ly between Rs 166,25 and Rs 164.62 
and wound up the week virtually 
unchanged at Rs 166. Linseed March 
also moved erratically between Rs 
36.81 and Rs 36.31 and closed at 
Rs 36.62 against Rs 36.75 a week 
ago. Cottonseed futures firmed up 
from Rs 96 to Rs 99.75 in sympa¬ 
thy with the marked strength in 

cotton futures. 


of copra oil and palm oil a* a 
suit of the strained relations be¬ 
tween Indonesia and Malaysia have 
also imparted considerable strength 
to vegetable oils. Prices of ground¬ 
nut oil, linseed oil, copra oil, castor 
oil and soya oil have risen by about 
£8 to £10 per top over the past 
two weeks pr so, Though Indian 
prices are still substantially out of 
world parity, exporters seem opti¬ 
mistic about selling substantial quan¬ 
tities of Indian oils if the incentives 
are further liberalised as generally 
anticipated, especially because the 
trend in foreign markets is likely 
to keep firm in the near-distant 
future. 

Export houses reported fairly large 
business in groundnut extractions 
last week. Hungary alone was said 
to have purchased nearly 12,000 
tons at around Rs 395 per ton fob. 
The U K also purchased sizable 
quantities of extractions and a few 
thousand Ions of groundnut oil; 
crude oil fetched about £ 102-10 
per ton. Some business was also 
reported in groundnut H P S. Cze¬ 
choslovakia took a small quantity 
of castor oil. business in linseed 
cake was poor but cottonseed cake 
continued to he in keen demand 
and realised £31-10 to £32 per ton. 


Madras Safe Deposit 

'J’HE net profit of Madras Safe 
Deposit for the year pnded June 
30, 1963 after providing for depre¬ 
ciation and taxation amounted to 
Rs 11,886 compared with Rs 8,024 
in the previous year. The Directors 
have recommended a dividend of 6 
per rent on its Equity shares absor¬ 
bing Rs 9,563. Additional lockers 
have been installed in the current 


Expectant Mood 

the oilseeds market is in an ex¬ 
pectant mood. Optimism is run¬ 
ning high that the Government will 
soon announce the substantial libe¬ 
ralisation of export incentives for all 
the vegetable oils — groundnut oil. 
linseed oil, cottonseed oil and castor 
oil. The way most market men are 
talking about the revised incentives 
suggests that \ T ew Delhi has com¬ 
pletely made up its mind on the 


Ovmfus Advim Firm 

Apart from the general belie! in 
higher export incentives, sentiment 
in the oilseeds market was also in¬ 
fluenced by the marked strength in 
overseas markets. The recent heavy 
purchases of wheat by Russia and 
other Communist countries from 
Canada and other non-Comnmhist 
countries has virtually touched off 
a boom in grain and oilseeds mar¬ 
kets. Prospects of reduced supplies 


year. 

Aluminium Limited 

^LUMINILM Limited have in¬ 
creased the basic price for 
primary aluminium ingot in world 
markets by one-half ee'nt per pound 
to U S cents twentythree per pound 
GIF main ports, from October 2, 
1963. 
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India Steamship 


i * 


•jpHE continuous and substantial 
losses suffered by India Steam- 
sbip for the past four years have 
moved the Chairman of the Com¬ 
pany, Sir A Ramaswami Mudaliar, 
to explain to the shareholders at 
the Annual General Meeting; of the 
Company on September 30, the cir¬ 
cumstances that led to these losses. 
Ever since 1961 the Conference 
Lines operating on the India-UK- 
Continent routes have contended 
that a freight increase on both east¬ 
ward and westward cargoes was 
necessary to save them from losses 
and to enable them to earn a rea¬ 
sonable profit. However, as a result 
df Subsequent developments in rela¬ 
tion to Pakistan, the Conference 
agreed not to increase freight in the 
east-to-west trade till July 1, 1963, 
(the west-to-east freight was in¬ 
creased by 10 per cent from Octo¬ 
ber 1, 1961). On the contrary, the 
Conference even reduced freight on 
same commodities, notably jute and 
gunnies, from Pakistan to meet the 
threat of competition from a new 
tramp shipping company in Pakistan. 
A similar freight reduction was in¬ 
evitably forced on exports from 
India also. The net effect was that 
the Lines which were incurring 
losses even at 1961 rates — freights 
were unchanged from 1958 — had 
to content themselves with the same 
rates and. in some cases, even re¬ 
duced rates for the next 2 years. 

As time passed, it was however 
conceded by shippers, and Govern¬ 
ment ultimately, that an increase 
in the east-to-west freight was justi¬ 
fied in principle though views 
differed with regard to the quantum 
of increase. Some of the Confer¬ 
ence Lines engagied in other overseas 
trade had increased freight twice 
during the past three years. The 
Indian Lines suggested an increase 
of 10 per cent in the east-to-west 
trade, but the Conference fixed in¬ 
crease at 121 P e r cent on the ground 
that the effective increase would be 
only 10 per cent because of the non- 
increase or lower increase for sensi¬ 
tive commodities. In this context. 
Sir Ramaswami has expressed the 
hope that the treatment of sensitive 
export Commodities will be d»* 
cussed in a cordial atmosphere bet¬ 


ween the Conference and the Gov¬ 
ernments concerned. 

Comparing the freight increases 
with the 1957 rates, Sir Ramaswami 
has stated that the revised rates are 
only slightly higher. He emphasised 
that exports should be promoted 
and foreign exchange earnings in¬ 
creased but at the same time he has 
suggested that the prices of export 
items and the profit margins on them 
should be carefully evaluated be¬ 
fore pressing for an alteration in 
the proposed increase in freight 
rates. 

Sir Ramaswami has also taken 
the occasion to answer the criticism 
that while other companies are 
making profits India Steamship 
alone is making losses. He has said 
that the Company’s fleet is operating 
on the India-UK-Continent route 
and the Baltic and Black Sea routes 
with a few calls at South American 
Ports. It is on these routes that 
freight rates have not Keen increased 
from 1957 till now. Other com¬ 
panies have more remunerative 
routes to ply and some of them 
have large investments of reserves, 
which contribute to their increased 
income. 

Reiterating his agreement with 
the policy of the Government of 
India that export promotion should 
in no way be hindered by unreason¬ 
able freight rates. Sir Ramaswami 
has commended the practice in some 
other countries anxious to promote 
exports where national shipping 
companies are compensated for loss 

in earnings. Sir Ramaswami finds 
the Government’s anxiety to expand 
Indian tramp tonnage to avoid over- 
dependence on foreign carriers 
understandable and thinks that this 
can be done without adversely 
affecting the Indian Lines who are. 
after all, important earners of for¬ 
eign exchange for the country. 

Commenting on the fufure of the 
Company, the Chairman has stated 
that the-share of the: Indian. Com¬ 
panies . in.- the- import and export 
trade of UK is increasing .every year 
by about 1 per cent. The Govern¬ 
ment of India’s export promotion 
acheiqea vhawe expanded the volume 
of. trade to both West and East 



Europe. He was, therefore, con¬ 
fident that the era of deficit balance 
sheets had come to an end. 

(The Directors’ Report and Ac¬ 
counts were reviewed in these 
columns in the issue dated Septem¬ 
ber 28.) 

National Newsprint 
RATIONAL Newsprint and Paper 
Mills is the first venture of its 
kind in the country. Apart from 
difficulties which generally con¬ 
front a new industry, the Company 
had to contend with several unusual 
difficulties for lack of initial atten¬ 
tion. Location, raw material avail¬ 
ability, water supply, staff, etc, all 
of which seem to have been very 
casually dealt with at the inception 
of the Company, presented serious 
problems which at one time looked 
formidable. The quality of paper 
particularly its shade was constantly 
criticised by the public who have 
not appreciated efforts made to over* 
come difficulties. The Annual Gene¬ 
ral Meeting of the Company held 
on September 30, provided an occa¬ 
sion for its Chairman, Sir A Rama¬ 
swami Mudaliar who holds this 
office for over the last 12 years, to 
refer to the progress of the Com¬ 
pany. 

Sir Ramaswami pointed out that 
the Central Government and the 
Madhya Pradesh Government by 
financing the venture gave a turn 
to its fortunes. A part of the loans 
from the Governments had been 
converted into equity capital. The 
M P Government agreed to freeze 
the accumulated interest charges 
amounting to over R 9 110 . lakhs 
which was to be paid in ten instal¬ 
ments beginning from 1959. The 
position to-day is that loans from 
Governments exceeding Rs 1-37 
lakhs have been paid off. The fro¬ 
zen interest chargee now stand re¬ 
duced to Rs 66 lakhs. ' 

To meet the Complaint against 
the shade, of its paper, the Company 
has now planned to put up a cau¬ 
stic soda chlorine plant in collabo¬ 
ration with a Swiss firm and pro¬ 
duction from this plant is expeotrd 
to be available to the Mills in the 
first half of 1964. Experiments 
with a new method of treating wood 
pulp have proved successful and 
the quality of paper will show im¬ 
provement both in colour and in 
tgfteUe strength. 
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The unsuitability of the plant’s 
location meant that a whole town¬ 
ship, having now a population of 
over 5000, had to be created in 
Ncpanagar, the entire housing being 
provided by the Company. This had 
to be supplemented by establish¬ 
ment of schools, hospital, etc. with 
requisite staff and other parapher¬ 
nalia. All these involved heavy 
expenses and called for a band of 
enthusiastic men. In these circum¬ 
stances, it is gratifying that the 
Company was presented a Certifi¬ 
cate of Honour by the President of 
India for satisfactory performance 
during the year 1962. The initial 
target planned was 30,000 tons but 
an expansion of capacity to 60,000 
tons was being actively considered 
for the last three years and the 
Board has now decided to apply to 
Government for necessary licence. 

The net profit of the Mills during 
the year ended March 31, 1963 
after providing for depreciation and 
other charges amounted to Rs 50.20 
lakhs (Rs 40.84 lakhs.) Adjusting the 
previous debit balance of Rs 24.83 
lakhs, there remained a balance of Rs 
25.37 lakhs which has been taken to 
Reserves. No dividend was declared 
as there was a contingent liability 
in respect of income-tax assessment. 
The Chairman, however, indicated 
that the current year's working 
would enable the Company to de¬ 
clare a dividend, probably even an 
interim one. Production of news¬ 
print for the year showed an increase 
of 1,236 tonnes to 26.515 tons. Sales 
went up by Rs 15 lakhs to Rs 2.80 
crores. Production for the first 
nine months of the current year was 
23,070 tonnes being 570 tonnes 
more than the rated capacity and 
5,100 tonnes more than production 
in the cori esponding period of last 
year. 

National, and Grindlaya 
Centenary 

»pHIS is the Centenary Year of 
National and Grindlays Bank. 
The bank was registered on Septem¬ 
ber 29. 1863 in Calcutta by a small 
group of British and Indian mer¬ 
chants under the name of the Cal¬ 
cutta City Banking Corporation 
which was changed to the National 
Bank of India early the following 
year. Thereafter until 1958, when 
further changes of name were made 
in recogrritib** of the new conditions 
in South Asia, the National Bank 
of India was a name familiar to 


successive generations of customers 
in an increasing number of coun¬ 
tries. The National Bank acquired 
the entire capital of Grindlays Bank 
in 1948. Grindlays absorbed the 
branches of Lloyds Eastern in 1961. 

The National Bank’s head office 
and control were transferred to Lon¬ 
don in 1866 and the bank was re¬ 
gistered as a sterling concern under 
the U K Companies Act. This gave 
it ready access to the world’s prin¬ 
cipal money market, where it 
speedily established itself as a for¬ 
ward and progressive institution 
specialising in the financing of east¬ 
ern trade and commerce. The mid- 
1860’s were a time of great finan¬ 
cial stress: with the end of the 
American Civil War the Indian 
cotton boom collapsed, and the 
Overend Gurney failure in London 
had its repercussions in India. 
Banking casualties were heavy, es¬ 
pecially in India, but by prudent 
and skilful direction the infant 
National Bank of India weathered 
the storm. An account of these and 
other eventful happenings in the 
long story of the bank is given in 
“100 years of Banking ip Asia and 
Africa”, a book specially written by 


Geoffrey Tyson to mark National 
and Grindlays’ centenary which will 
be released shortly. 

By the 1890’s the bank was fully 
established in India, (including 
that part which is now Pakistan), 
Burma- and Ceylon, as well as in 
Aden and Zanzibar. From the latter 
place it was a short step to the East 
African mainland, where it had the 
distinction of being the first British 
bank to begin operations and to 
bring western banking techniques to 
the several East African territories. 
As the railway made its way from 
the coast to Lake Victoria, the bank 
went with it on what was literally 
a pioneering journey. In the pro¬ 
cess it was able to provide banking 
services lor the considerable number 
of Asian merchants, tradesmen, 
clerks and mechanics who came to 
East Africa for the construction of 
the railway or its subsequent opera¬ 
tion. 

On December 31, 1864 the bank 1 * 
total assets amounted to £328.736; 
today they are more than £277 
millions. In the first year of ope¬ 
ration there were slightly more than 
300 shareholders; at the end of 
1962 the number was approximately 
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A WOODEN BOWL 


CANNOT 
BE USED 
TWICE . 
ON A 
COOKING 
STOVE” 


The first order is only half as impor¬ 
tant as the second order. 

Therefore exporters must maintain 
a very high standard of business 
in order to make long term profits 
and uphold the country’s prestige-— 
particularly as new competitors with 
highly industrialised countries. 

The export market can be a source of 
continuous earning power—If quality 
goods, prompt service, competitive 
prices and service facilities are 
provided. 

Export Is a Sacred Trust 

ENGIMEtRING EXPORT PR0M0TI0M COOKOL, 

V lndi» Exchu|< {7th Floor), Cftfcutu-1 
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. ££QQ. in eoalMst to the dons or 
«b staff with. .which the , Calcutta. 
■ City Banking Corporation opened 
its doors in 1863', National and 
Grindlays today gives employment 
tp nearly ten thousand employees of 
all grades in 165 branches operating 
in' a d<Osen countries and is official 
hanker to four Governments. This 
is .some measure of the progress 
which National and Grindlays can 
proudly look back to on the occa- 
1 sion of its centenary., 

Poysha Industrial Co 


ft; > - r 


ffrtSi-rrt--' 1%v L- 

. \-,n]• • '' Y\ 


PALMAMES Piantatioes earned a 
net profit of Ks 1,12 lakhs for 
the year ended May 31, 1963 as 
against .a lost of K* l.U lakhs in 
the previous year. With hardly *. 
balance of Its 996 after adjusting 
the loss, which is now completely 
wiped out, the Directors have utili¬ 
sed Rs 20,000 from the Dividend 
.Equalisation Fund to pay- the Pre¬ 
ference dividend at 6 per cent and 
an Ordinary dividend at 5 per cent 
absorbing its 4,515 and Ks 15,000 
Respectively., 


tod their funds, including « part of 
their cash and balances with tha 
Rpserve .Bank, tp augment their in- 
vestments in government securities 
by Rs 6.78 crores. Their borrowings 
from the Reserve Bank were only, 
fractionally higher by Rs 27 lakhs 
while moneys lent on call stood 
higher by Rs 3.42 crores. 

Although there have been conti¬ 
nuous increases in deposits and con¬ 
tractions in credit, batiks , have in¬ 
creasingly turned to Government se¬ 
curities for investment of surplus 
funds, with the result that excess 


jpOYSHA Industrial Co had to 
. contend with difficulties regard¬ 
ing-its main raw materials. Inade¬ 
quate import of. tinplate restricted 
. manufacture of open top sanitary 
cans' to. suit the needs of canners, 
and therefore sales of this item 
suffered. The indigenous tinplate 
varied in its thickness and hence 
not only became at times unusable 
in automatic machines but also re¬ 
duced the rate of production. Again, 
there was irregularity in supplies. 
These difficulties handicapped the 
industry throughout the year. The 
Company hopes that with the co¬ 
operation of the ffindustan Steel 
(ROurkela) these difficulties would 
be minimised. These facts were 
revealed by Shri M R Ruia, Chair¬ 
man of the Company at the Annual 
General Meeting held on September 
30. The Chairman, however, fek 
that considering handicaps the per¬ 
formance of the Company was satis¬ 
factory. 

Total sales for the year amounted 
to Rs 94 lakhs as against Rs 78 
lakhs in the previous year. The 1 
profit earned increased from Rs 1.45 
lakhs to Rs 2.11 lakhs during the 
year. ' The equity dividend was 
stepped up from 70 to 90 nP. 

When the new factory at Dighe 
(near Thaiia) is completed produc¬ 
tion would improve rapidly result¬ 
ing in a larger turnover and profits 
for the Company. The Company, 
has received orders from Govern¬ 
ment for supply of cylinders of 
. -various types. Since the manufac¬ 
turing of such cylinders is a profit¬ 
able line, the. Company is planning 
for special tooling and machinery. 
The cpmpany has suggested to the 
Government that some, of the speci¬ 
fications may be modified as this 
would substantially,, reduce costs 
without impairing" efficiency. 


The crop harvested by the Com- 
, pany was a record one and exceed¬ 
ed estimates. The Company has re¬ 
planted- about 60 acres and has 
planned to replant some 30 acres 
every year for a period of four years. 
This would not affect profits, it is 
expected. Estimates of the current 
year’s crop is lower, but the Com¬ 
pany hopes to realise an additional 
income from the sale of timber. 

Money Market 

Thursddy, Morning 
TTHE inter-bank call money , rate, 
which had remained unchanged 
at 2 per cent for the past over two 
weeks hardened to 24 per cent on 
this Tuesday. Demand picked up 
and funds were taken over at the 
increased rate. On account of 
strengthening demand,, tenders for 
Treasury Bills continued to be poor 
with the discount remaining un¬ 
changed at 2.318 per cent. Sales of 
intermediates between October 3 
and, 5 fetched only, Rs 1 erore as 
against Rs 2.37 crores in the previ¬ 
ous week and Rs 10.30 crores in the 
week before. 

Additional demand for funds is 
partly due to Diwali requirements 
and partly to diversion of funds to 
Calcutta where stringent conditions 
have prevailed throughout the past 
week and call money fetched any¬ 
where between 3 and 4| per cent 
with more borrowers than lenders. 

These, and hot any change in the 
comfortable resources position of 
scheduled banks, are the causes of 
the stringency in Bombay. During 
the week ended September 27, the 
banks got additional deposits of Rs 
7.24 erodes while their advances in¬ 
creased by merely Rs 1.46 crores. 
Their Resources position must have 
been so comfortable that they utili- 


funds at their disposal were restric¬ 
ted io their current needs. This is 
th? reason wh^ the call money mar¬ 
ket has remained more , a lender’s 
than a borrower’s market, and why, 
while the return flow of Funds dk} 
not depress the market,, temporary 
upsurges in demand for funds tend¬ 
ed to harden the rates on occasions. 
The slack season will draw to a 
close by the end of the month. Crop 
movements will, pick -up and tram 
demand will expand. Iti these cir¬ 
cumstances it is unlikely that there 
will be any further substantial con- 
traction in credit this season. Unless 
therefore, deposit resources increase 
from time to time, ,tbe rising de¬ 
mand for credit which will emerge 
in the coming months will either 
compel banks to reduce their hold¬ 
ings in securities or cause a growing ' 
stringency in the money market and 
pull up rates further in stages. At 
any rate, it appears that the call 
money rate has begun to improve 
and is unlikely to sink to lower 
levels. 

The Reserve Bank’s statement for 
the week ended October 4, throws 
further light On the growing demand 
on scheduled banks for funds 
(which will be also reflected in the 
next returns of scheduled banks). 
Their balances with the Reserve 
Bank on October 4 were lower by 
Rs 9.99 crores while their borrow- , 
ings increased by Rs 1.26 crores. 

Public demand for funds has also 
gone up and is reflected in a sharp 
rise of Rs 28.38 crores in Notes in 
Circulation. As the Banking Depart¬ 
ment met. the demand by giving out 
Rs 5.47 crores from its vaults, the 
net Note Issue was up by only Rs 
22.91 crores. Besides rupee coins 
held in the Issue Department are 
down by Rs 2.08 crores. Cover for 
the additional note issue and for 
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of rupee coins has 
been provided by the rise of Be 8 <00 
crcree in foreign securities and by 
the addition of Hs 22 crores to Ru¬ 
pee securities in the Issue Depart¬ 
ment. Investments held in the Bank¬ 
ing Department have, therefore, 
come down by R» 22.4.5 crores. 

Deposits of the Central Govern- 
ment rose by Ils 18.99 crores during 
that week while those of State Gov¬ 
ernments fell by Rs .8.54 crores 
showing a net rise of Rs 10.45 cro¬ 
res in Government deposits with the 
Bank. Other deposits also increa¬ 
sed by Rs 6.22 crores. However, 
since scheduled banks’ deposits fell 
by Rs 9.99 crores, the Bank’s total 
deposits improved by only Rs 6.68 
crores. Loans and advances to Gov¬ 
ernments increased by Rs 25.92 cro¬ 
res. As stated above, schedule 
banks’ borrowings showed only a 
small rise of Rs 1.26 crores. Bills 
purchased and discounted swelled 
by Rs 9.70 crores and foreign as¬ 
sets moved up Rs 3.98 crores in the 
aggregate. 

In the giltedged market, demand 
for the 3 per cent Conversion Loan 
which touched Rs 66.10 seems to 
have tapered off. While ncar-dateds 
continue in demand at quoted rates, 
demand in other issues has slacken¬ 
ed somewhat. Sentiment still conti¬ 
nues to be quite good. 


A, 


V'.V- i' . 
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., baJaswd . 
the'country’s different regions; 

(cj expanding employment op¬ 
portunities; and, 

(d) a level of production which 
will lead to self-sustained and rapid 
growth of the economy at an eari\ 
date. 

With these goals in view, 26 
working groups are currently busy 


■o r •, - . . " ■*’ * . 

. * t ;■ ..' 

formulating proposals for the Fourth 
Plan in the perspective of a 1S- 
year period 1966-81. Km subjects 
taken up by the groups include in¬ 
ternal. and external resources, inter¬ 
national trade, and development, 
policy on food, family planning and 
scientific research. 

Preliminary reports are likely to 
be submitted, to the Planning Com¬ 
mission by November this year. 


Burn and Company Limited 


NOTICE IS HEREBY GIVEN 
that an Extraordinary General 
Meeting of the above-named com¬ 
pany will be held at the registered 
office of the company, 12, Mission 
Kow, Calcutta-1, on Tuesday, 19th 
November 1963 at 11 A M for the 
purpose of considering and, if 
thought fit, passing the following 
special resolutions. 

Special Resolution 
L That the authorised share 
capital of the company be in¬ 
creased from Ks 1.20,00,000 to Rs 
2,00.00,000 by the creation of 
80,000 new ordinary shares of Rs 
100 each. 


Preparation for Fourth Plan 

THE Planning Commission has 
indicated to the States that the 
basic core of the Fourth Plan will 
continue to be a faster growth of 
agriculture combined with n rapid 
expansion of industry ami suitable 
provision for transport, fuel, power 
and education. Jt has been sugges¬ 
ted that the pattern of industrial 
development is to be so designed as 
to free the country’s development 
from the difficulties of the balance 
of payment. 

The means of achieving these oh 
jectives, according to the Planning 
Commission, will necessarily include 
significant increases in domestic sa¬ 
vings, improved efficiency in con¬ 
struction and management of enter¬ 
prises and sizeable extension of 
exports. 

The principal objectives of deve 
lopraent programmes will remain 

fa) achievement of a socialistic 
pattern of 
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Special Resolution 
2. That the Articles of Asso¬ 
ciation of the Company be altered 
by deleting from the beginning of 
Article 4 the following words name¬ 
ly Hie Capital of the Company is 
Rs 1,20,00,000 divided into 28.000 
Preference shares of Rs 100 each 
and 92,000 Ordinary shares of Rs 
100/. each” and substituting there- 
for the following words namely 
Tile Capital of the Company is Rs 
2.00.00.000 divided into '28,000 
Preference shares and 1.72,000 
Ordinary Shares of Rs 100 each”. 

Special Resolution 

8. That it is desirable to capi¬ 
talise the sum of Rs 81.00,000 out 
of the amount standing to the cre¬ 
dit of Works Reconstruction and Ex¬ 
pansion Reserve in the books of the 
Company and accordingly that surli 
sum be capitalised arid distributed 
amongst the holders of the ordinary 
shares of the company on the regis¬ 
ter of members at the 19th day of 
November 1963 (joint holders being 
considered as one person for this 
purpose) iri the proportions in 
which they hold such shares res¬ 
pectively on that day and on the 
footing that they become entitled 


thereto as capital and on condition 
that the same be not paid in c*ah 
but be applied in paying up in 
whole at par 84,000 new Ordinary 
Share® of Rs 100 each to be allot¬ 
ted and distributed credited as 
fully paid up Bonus Shares to and 
amongst the said holders of 84,000 
Ordinary Shares in tile proportions 
aforesaid, that is to say, at the rate 
of one of such new ordinary bonus 
shares for every one ordinary share 
held by tile Members respectively 
according to the Register of Mem¬ 
bers at this the 19th day of Novem¬ 
ber 1963 and that the said ordinary 
shares so distributed shall rank in 
all respects pari passu with the 
existing ordinary shares save and 
except that they will not participate 
in dividends declared in respect of 
any period ending on or before the 
30th April 1963, and that the Direc¬ 
tors be and they are hereby directed 
to give effect to this Resolution. 

Hie Registers of Members and tile 
Transfer Books of the Company for 
Ordinary Shares will remain closed 
from the 4th November to 19th 
November. 1963. both days in¬ 
clusive, 

A member entitled to vote at the 
meeting is entitled to appoint a 
proxy to attend and vote in his 
■stead and a proxy need not be a 
member. 

By Order of the Board 
Burn and Company Limited 

Martin Burn Limited 
F G Liversedge 
Managing Director 
Managing Agent*. 
Registered Office : 

12, Mission How. 

Calcutta 1. 

Dated 9th October, 1963. 

Note : An Explanatory Statement is 
annexed to the convening notice 
issued to members of the Company. 
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CURRENT STATISTICS 


BANKING RETURNS 


(Rs stores) 


Reserve Bank 

Oct 4 

Sep 27 

Sep0 

Oct 5 


’ 




‘62 

1 

Mote circulation 

2220.69 

2192.31 

2218.68 

2054.34 

2 

Rupee coin 

123.27 

125.86 

121.50 

123.04 

3 

Deposits 

(a) Central Govt 

78.29 

64.30 

64.54 

60,87 


(b) Other Govts 

2.54 

6.08 

7.78 

19.95 


'(c) Banks 

77.93 

37.94 

84.22 

85.82 


(d) Others 

165.68 

159.43 

159.05 

160.08 

4 

Foreign eecurltlee 

92.46 

89.46 

89.46 

88.33 

5 

Balance abroad 

8.80 

7.62 

6.07 

5.64 

0 

Rupee securities 

1614.31 

1892.31 

1907.21 

1703.05 

7 

Investments 

173.27 

195.71 

208 62 

130.64 

a 

Loans and advances 





to Govts 

88.50 

60.58 

53.31 

35.44 

9 

Other loans and 
advances 

144.57 

136.45 

148.93 

154.58 

Scheduled Banks 

Sep 27 

Sep 20 

Aug 80 

Sep 28 






■62 

1 

Aggregate 
deposits (net) 

2215.45 

2208.21 

2186.07 

2035.27 


Demand (net) 

968.97 

966.48 

960.10 

790.46 


Time (net) 

1246.48 

1241.73 

1235.96 

1235.80 

2 

Cash in hand 

50.92 

51.16 

53.95 

47.38 

3 

Balance with 
Reserve Bank 

81.50 

83.92 

95.03 

79.05 

4 

(2) + (3) as % 
of (1) 

5.98 

6.12 

6.78 

6.21 

5 

Borrowings from 
Reserve Bank 

1.80 

1.59 

0.38 

4.51 


(a) Against usance 





bills and/or pro- 





mlssory notes 

0.10 


— 

2.31 


(b) Others 

1.76 

1.59 

0.38 

2.20 

.6 

Advances 

1233.15 

1233.96 

1266.23 

1180.24 


(a) State Bank 

236.39 

236.41 

240.48 

256.00 


(b) Others 

996.76 

997.55 

1015.75 

924.24 

7 

Bills discounted 
(a) Inland 

168.07 

104 45 

161.67 

149.61 


(b) Foreign 

50.90 

52.25 

49.93 

48.53 


(c) Total 

218.97 

216.70 

211.00 

198.14 


(1) State Bank 13.88 

15.48 

15.92 

12.02 


fli) Others 

205 09 

201.22 

195 68 

186.12 

8 

(8) + (7) as % 

Of (1) 

65.54 

65.69 

66.84 

67.72 

9 

Investment In 

Govt Securities 

779.43 

772.05 

745.84 

689.93 

10 

(9) a 8 % of (1) 

35.18 

34.99 

33.96 

33.90 


Call money 
from Banks 

Bombay Money Rates 

1 Per cent per annum) 

Sep 27 Sep 20 

2.32 

Aug 30 

1.34 

Sep 28 
’62 
2.62 

Deposits 

Seven days 

3.00 

3.00 

3.00 

Three months 

— 

3.50 

— 

Six months 

3.75 3.75 

3.75 

3.75 


INDEX NUMBER OF WHOLESALE PRICES 


! (Base : 

1952*55 = 

100) 


1 

■{ Group & Sub-Group 

MONTHLY AVERAGE . 

August ’63 

July ’63 

August *62 


158.6 

187,9 

181.5 

9mm -r- 

115.3 

115.0 

109.5 

Pulses 

108.0 

109.7 

113.0 

Fruits & Vegetables 

143.3 

141,3 

146.5 

Milk & Ghee 

130.2 

132.1 

138.0 

Edible Oils 

152.0 

151.6 

159.4 

Fish, Eggs & Meat 

152.5 

148.5 

149.1 

Sugar & Gin- 

206,1 

193.8 

1512 

Others 

184.5 

188.2 

171.0 

Liquor & Tobacco 

110.1 

USB 

992 

Tobacco 

116.1 

115.9 

95.7 

Fuel, Power, Light A 




Lubricant* 

187.0 

137.1 

122.5 ■* 

'Industrial Raw Materials 

158.4 

138.fi 

189.6 

Fibres 

131.8 

130.2 

1282 

j Oilseeds 

153.9 

155.7 

160.4 

Minerals. 

92.6 

93.4 

93.4 

Others 

1251 

125.2 

124.7 , 

Manufactures 

180.9 

130.6 

129.0 

Intermediate Products 

139.0 

140.1 

148.1 

Finished Products 

129.5 

129.1 

126.6 • 

Textiles 

127.7 

126.5 

125.3 

Cotton 

135.3 

135.2 

129.3 

Jute 

101.1 

97.9 

111.1 

Woollen 

156.6 

150.6 

141.3 

Silk & Rayon 

138.8 

136.3 

131.3 

Metal Products 

163.0 

163.0 

160.8 

Chemicals 

117.6 

117.2 

115.1 

Oil cakes 

163.3 

169.8 

163.9 

Machinery & Transport 




Equipment 

123.8 

123.8 

117.0 

Others 

128.5 

128.4 

125:3 

All Commodities 

135.9 

185.5 

181.1 


Coal Production and Despatched 

(Monthly Average* or Calendar Month*) 

(’000 Metric Tons) 




Raisings 

Despatches 

'Stock* at 





pit head 

1963 

May 

5.718 

4,888 

3,731 


April 

5,696 

4,949 

4,267 


March 

5,806 

5,229 

4,086 

1962 

May 

5,127 

4,441 

3,869 

1962 


5,129 

4,573 

3,483 

1961 


4,675 

4,190 

3,290 

1960 


4,384 

3,860 

3,458 

1959 


3,984 

3,522 

2,729 

1955 


3,236 

2,789 

2.685 

1951 


2,915 

2.473 

2,824 

Source 

: : Ministry of Mines 

and Fuel, Government of India. 


Working Class Coal of Living Index 


! (Ba 

it adjusted 

to 1949 - 1 

00) 


1 

June '63 

May '63 

June '62 

1962 





(Average) 

: Gauhati 

1 10 

NA 

110 

112 

Ahmedabad 

120 

NA 

12+ 

122 

Madras 

150 

150 

150 

150 

Bombay 

145 

143 

146 

145 

Bangalore 

NA 

NA 

153 

153 

Kanpur 

106 

105 

106 

107 

Calcutta 

128 

128 

J19 

120 

1 Delhi 

NA 

NA 

130 

130 

All-India 

134 

NA 

130 

130 

j Source ; Central 

Statistical Organisation. 

Cabinet 

Secretarial. 
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• Plan Reappraisal 

JT was knowfi that for ^uite some time the Planning Commission, wa* 

engaged in a reappraisal of the Third Plan, And now;'f;toHj thi 
speeches of the Prime-Minister and the Finance Minister it appear* 
there has been going bn concurrently a reappraisal of the Planning 
Commission. The two, activities are far from unconnected- The Plan*, 
ning Commission.’* appraisal of the Plan, jf it is to fee meaningful; 
must go beyond producing a list of . likely shortfalls in Plan targets-’- 
It must go deep into the factors: which have been responsible for 
achievements falling short of expectations and, further, it must outline 
the steps that have to be taken in the remaining years of the Plait M 
that the basic objectives of the Plap are achieved. 

’ A sincere enquiry into the causes of the shortfalls in the Thjrd 
Plan will require the Planning Commission to turn-the searchlight 
upon itself. The realisation that production target* in several key 
sectors are not likely to be achieved, is not sudden or recent. Within 
a year of the beginning of the Plan, it had become apparent that the 
programmes for, say, steel, heavy machinery, machine tools and fertili¬ 
zers, among others, would not be fulfilled. The trend of agricultural 
production since then has also left'too doubt that agriculture wilp be 
an even bigger millstone than all these, weighing Plan progress down. 
How is it tliat even before the Plan had run half its course, it became 
necessary to revise the ta refits in the very sectors which had berg 
given top priority initially? and rightly because on them depended 
the pace of progress of the economy? - 

The questions that arise ’are whether, the various prdjidfy were 
fully worked out in detail well in time and whether the implenft)6wt4- 
tion machinery was set to work according to.schedule. The Planning 
Commission cannot absolve itself of responsibility for shortcobiiftgt 
in either of these directions, for, whatever the theory about ity st&'us 
at the time of its establishment it has certainly not confined itself 
the advisory role befitting an extra-constitutional agency. This b«t 
‘been too accident; it has consciously evolved in that direction. ‘ 

It has gone even further. Today the Planning Commission has 
almost ceased to be a planning body and has assumed the role of the 
Secretariat. It has become so engrossed .in normal Government ad¬ 
ministration that it is unable to see the mistakes that are being made, 
since ,to a laree measure the mistakes of the administration have been 
the responsibility of the Commission, The endless stream of files which 
[jours into Yojana Bhavan for specific and routine decisions necessari¬ 
ly hinders the Commission in the vital task of keeping a constant and 
careful watch over Plan implementation. This function can be fulfilled- 
only by a body detached from, the day to day routine of the Govern¬ 
ment, a body competent in statistics, whose role should be to think and 
plan, to inform and advise rather than to administer. To the extent 
that the Planning Commission is not today such a body, its competence 
.io dispassionately and objectively study the causes of the failures 
of the Third Plan and to formulate concrete proposals so as to remove 
them in future is stospect. 
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The other part of the Plttning 
Commission’s reappraisal of the 
Third Plan must consist of a re¬ 
construction of the Plan in the 
light of its operation so far and 
of the impact on the economy of 
developments following the Chinese 
aggression so that the really vital 
objectives do not get lost in a free- 
for-all in the remaining years. Re¬ 
viewing the industrial development 
in the Second Plan, the Planning 
Commission had ruefully conclud¬ 
ed that “the shortfalls haw un¬ 
fortunately occurred in some of the 
very industries which are of Cruci¬ 
al importance and have deprived 


THE Raj Committee on Steel 
Control had revealed its think¬ 
ing on the major questions referred 
to it in its preliminary report sub¬ 
mitted -to the Government in Janu¬ 
ary. The final report released this 
month, covers certain matters which 
it had not then examined — eg pro¬ 
blems of re-rollers, distribution and 
ricing of imported steel, etc — 
ut the principal recommendations 
conform to the expectations raised 
by the earlier report. 

* The Raj Committee has come to 
be associated with decontrol of steel 
distribution, but its recommenda¬ 
tions on steel pricing deserve no 
less attention. Pricing, of course, 
was not among the terms of refer¬ 
ence of the Committee and strictly 
speaking, its concern should have 
.been only with the effect of the 
present relative prices on the pat¬ 
tern of production and distribution 
of different steel products. The 
Committee has found that, under 
the present system, relative prices 
do not reflect the demand for dif¬ 
ferent products and, therefore, play 
ho part in making the rolling pro¬ 
grammes of producers conform to 
(be pattern of demand. If relative 
prices are to fulfil this role, the 
Committee argues, there should be 
greater flexibility in their determi¬ 
nation than is allowed by the present 
system of fixing them on the basis 
of the recommendations of the Ta¬ 
riff Commission. It does not, how¬ 
ever, stop with relative prices, but 
also, considers “the general level of 
the price of steel allowed to pro¬ 
ducers”. It-finds the present price, 
fixed on the.basis of the Tariff Com- 


the economy of the benefits reckon¬ 
ed on for the start m the Third 
Plan”. Without a thorough-going 
reconsideration of priorities here 
and now, a similar epitaph can he 
written in advance for the Third 
Plan. 

The proof of the pudding is in 
the eating and the worth of the 
Planning Commission’s labours in 
the reappraisal of the Third Plan 
will be revealed in the proposals 
it is able to present to the Natio¬ 
nal Development Council which 
meets in New Delhi early next 
month. 


mission’s recommendation last year, 
unsatisfactory insofar as it does not 
provide adequately for the replace¬ 
ment of plant at current or pros¬ 
pective replacement costs. 

While conceding that there can 
be no other sensible principle of 
depredation which can apply to the 
costing of steel, it is not immediate¬ 
ly clear how the Committee came 
around to judging the absolute re¬ 
tention price. In any case, if the 
present retention price were sub¬ 
jected to projjer scrutiny. inade¬ 
quate provision for depreciation 
would not appear to he its only 
fault. And, what is more, the other 
faults could not be blamed on the 
Tariff Commission either. Is it then 
j>ossible that the excursion into the 
question of the retention price was 
intended to pave the way for the 
Minister of Steel and Heavy Indus¬ 
try, who no less than the Tariff 
Commission is responsible for the 
inadequacies of the current reten¬ 
tion price, to correct his mistakes 
without appearing to own them up? 

In defreezing the retention price 
the Committee has performed a 
valuable service and it would be 
petty to quibble about its terms of 
reference. The Committee, however, 
goes further and suggests that the 
responsibility for fixing steel prices 
should be entrusted to a joint com¬ 
mittee of the steel producers. It is 
true that if relative prices arc to 
reflect demand conditions it should 
be possible to change them through 
a less elaborate process than a Ta¬ 
riff .Commission enquiry. But can 
such changes : riot be. made after 


bare price# have been fixed fey the 
Commission on a cost-pint bans? As 
should be evident from the follow¬ 
ing quotation from its report, the 
Committee intends the cost-plus 
principle to continue to be the basis 
of pricing: 

“Under the new system (of 
flexible prices) it will be neces¬ 
sary to introduce a safeguard 
against the accrual to the steel 
producers of much larger sur¬ 
pluses than may on broader soci¬ 
al considerations be thought to 
be warranted. We suggest that 
ordinarily when free market pri¬ 
ces are such as to justify an in¬ 
crease in first sale prices by the 
Joint Plant Committee, but the 
latter are already high enough to 
more than cover producers’ costs 
and requirements of replacement 
and expansion, action may be 
taken by the Government to ad¬ 
just the sale price realised by 
the producers through imposition 
of excise duties or other fiscal 
devices”, 

If. then, the basic prices are to 
continue to be determined by the 
cost-plus formula, isn’t a statutory, 
specialised agency like the Tariff 
Commission better qualified to fix 
them than a committee of the pro¬ 
ducers themselves? Surely, there 
can be no diffrulty in the Tariff 
Commission fixing the basic prices 
and subjecting them to scrutiny at 
periodic intervals and another agen¬ 
cy, in closer touch with demand 
and supply conditions, making the 
necessary adjustments in these prices 
from time to lime with the approval 
of the Government? 

Turning to distribution, the Com¬ 
mittee has reiterated the recom¬ 
mendation it had made in its preli¬ 
minary report, viz. that control 
should he exercised only over first 
wile by the steel producers. Accord¬ 
ing to the Committee, this will only 
legalise the position that now ob¬ 
tains in spite of the comprehensive 
control which exists on paper. 
Though steel prices are now fixed 
all the way from the producer to 
the consumer through many layers 
of distributors, there is no means of 
ensuring that the actual sale prices 
conform to the statutory prices at 
different stages, except that of the 
first sale by the main producers. 
In fact, the prices actually charged 
to the final consumers for products 
which are in short supply are not 


Steel Price and Distribution 
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far Wow the black market prices. 
And since it is the small consumers 
who are more dependent on stock¬ 
ists for their supplies, the incidence 
erf the higher-than-fixed prices falls 
more heavily on them than on the 
bigger consumers who get their sup- 
phes directly from the main pro¬ 
ducers. 

Under the system of distribution 
proposed by the Committee, any 
qoneumer will be able to get his 
supplies of steel from one or more 
of four sources: main steel produ¬ 
cers, re-rollers, Government stock- 
yards and private traders. The main 
producers will sell at the controlled 
prices fixed by the Joint Plant Com¬ 
mittee, and tlie Government stock- 
yards at these prices plus a margin 
to cover operating expenses. Private 
traders and re-rollers will be free 
to sell at the highest prices they 
can get. i lit theory any qne can 
place an indent with the main pro¬ 
ducers, but since, for technical rea¬ 
sons, the main producers cannot be 
expected to execute orders below a 
reasonable minimum size, it will 
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implication that they, will get 
'tdijr kind' of pride, preference. Why 
then peg the wfe prices of the 
main prodacais? The prices which 
the producers are allowed to 
retain can be fixed, as at present, 
on a cost-plus basis with adjust¬ 
ments to reflect the supply and 
demand conditions for particular 
products, but their actual sale pri¬ 
ces need not be pegged and should 


2fc-»0 


fully reflect the free market prices 
obtainable by the re-rollers and 
traders. And even if it is felt that 
priority consumers should be given 
a price advantage, this can be done 
by having two sets of sale prices, 
one for priority consumers and the 
other for the rest. Some such at; 
rangement would far more effect¬ 
ively mop up the excessive margins 
going to intermediaries than the ,usf 
of excise duties. 


Maghreb Malaise 


^VENTS in North Africa have 
moved with considerable speed 
towards an impasse, transforming a 
hopeful experiment into an ail too 
familiar squalid Arab wrangle. King 
Hassan of Morocco has good claims 
in the disputed area, and might with 
justice complain that Algeria has 
dismissed those claims brusquely 
since independence; but he made a 
crucial mistake in shifting the dis¬ 
pute from the diplomatic to the 
military arena, a mistake stemming 


power. The military rebels (there 
is as yet no word of Ait Ahmed) 
have tacitly admitted that Ben Bcila 
has outmanoeuvred them, and they 
have joined the national crusade 
against what Algiers variously des¬ 
cribes as the murderer of Patrice 
Lumumba, the decisive force leading 
to the collapse of the Congo, 
or the agent of French imperialism. 
This last charge is ludicrous con¬ 
sidering how much aid Algeria 
receives from France. 


be the small consumer who will 
have to buy his requirements at the 
free market prices from the private 
traders or re-rollers and so, except 
8o the extent that he can get his 
supplies from the Government 
stockyards, he will be no better 
under the proposed new system than 
at present. 

The demand for a large number 
of steel products far exceeds sup¬ 
ply (including imports) and so the 
re-rollers and the traders who will 
get their supplies of billets and 
finished products, respectively, from 
the main producers at fixed prices 
hut who will make their own 
sales at free market priees will earn 

very handsome margins. The Com¬ 
mittee recognises this and recom¬ 
mends that should the margin 
between producers’ prices and the 
free market prices become “exces¬ 
sively large”, the Government should 
use the device of excise duties to 
mop up part of the difference. It 
needs to be considered whether the 
logic of this arrangement cannot be 


from his estimation that Algeria 
was too weak to resist his military 
nibbling in the south. The transi¬ 
tion from encroachment by tribal 
chieftains to advance by Royal 
Moroccan troops was the catalyst 
that precipitated fifteen months’ 
friction between the two countries 
into open warfare. Sadly for Has¬ 
san, a patriotic war was just what 
Ren Bella needed to extricate him¬ 
self from domestic troubles — he 
has embraced the conflict with an 
eagerness and enthusiasm that sug¬ 
gest considerable relief. 

Not that the war will help either 
country. It allows Hassan to conti¬ 
nue to curb his troublesome left- 
wing who have been succoured, 
Hassan alleges, by Algeria- It allows 
Ben Bella to discredit utterly the 
Berber rebels, to whip up a nationa¬ 
listic hysteria which submerges 
domestic grievances, and, most im¬ 
portant, to enlist under loyal officers 
the veterans of guerilla warfare who 
might be tempted by unemployment 
and Ben Bella’s open dictatorship 


Not that Hassan has been very 
much more restrained in his attacks 
on Ben Bella. The public relation* 
aspect of Arab warfare has alway* 
been more highly developed than 
the military — so highly developed) 
in fact, that reports from either 
side, couched in well-worn patter, 
are equally fictional. AH thi* 
obscures the tragic side of the con¬ 
flict. Once more, the Algerian 
people which so richly deserve* 
freedom after the terrible sacrifices 
of the struggle with France, is in 
the melting pot. The outcome of 
the conflict can benefit the people 
of neither side — only the leaders 
will profit by the defeat of their 
domestic opponents. That is, if 
Ben Brila does not overplay his 
hand, and the Algerian economy 
withstands the strain — military 
defeat or even further economic 
dislocation could turn those bayonets 
he has given the veterans against 
himself. More likely is it, however) 
that prolonged bitter fighting will 
lead, in due course of time, to ex- 


carried further to make out a case 
for unpegging of the sale prices of 
the main producers also, while, of 
course, maintaining control over 
allocation according to priorities. 

, The Committee has itself ar¬ 
gued that the assignment of 
priority to particular consumers 


to make common cause with the 
Berber revolt. It adds a terrible 
burden to the stumbling Algerian 
economy, but it allows the Presi¬ 
dent to consolidate his regime in 
one move — he has already dismiss¬ 
ed bis puppet National Assembly 
and formally assumed supreme' 


hausted stalemate, and the Algerian- 
Moroccan border will join that tra¬ 
gically long list of unsettled border 
issues that continue to plague the 
world, and continue to provide un¬ 
scrupulous leaders with a constant: 
source of chauvinistic nourishment 
with which to blind their peoples 
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The King Is Dead . .. 

^GAINST all odd*, Lord Horae has 
succeeded to leadership of the 
Qritisa Conservative tarty, and to 
one of the traditional privilege* of 
the office, the Prime Ministersnip of 
Britain* He is hardly known in poli¬ 
tics, He comes not. irom the hurly- 
buriy of politics, but from the quiet 
cloisters of Britain’s decayed aristo¬ 
cracy. His reticence prompted a 
London satirical magazine to port- 
tay him is merely capable of say¬ 
ing ‘1 agree* to whoever happened 
hr be at his elbow. He is old in 
Comparison to his rivals (Butler ex¬ 
cepted), and. obviously a compro¬ 
mise candidate. The Conservative 
backbench baronets have always dis¬ 
liked the most deserving and com¬ 
petent heir-apparent, K A Butler, 
whose postwar efforts to reform 
Conservative policy earned him 
tmtiy enemies although it helped 
the Party back to power. On the 
Other hand, Hailshmn’s windy rhe¬ 
toric fs too much like Churchill’s 
to have any. relevance to the prob¬ 
lems of a technical and planning so¬ 
ciety. The other contenders are 
young fenough to wait. 

In political terms, the change of 
fftceV at Downing Street is likely 
to represent very little, despite the 
weakening of the left entailed in 
the protest departure from office of 
the powerful Macleod and liberal 


much, just as it hardly differs from 
right-wing 'Labour tarty policy. 
Tne old image of Mr biUskeii, in¬ 
vented in tne early fifties, still 
reigns supreme. 

Thus it is with ease that the Con¬ 
servatives take their cue from La¬ 
bour. AS the election approaches, the 
Conservatives wait lor tne publica¬ 
tion ol, Labour's policy in' order to 
expropriate it — on social welfare 
and education, they have now copied 
assiduously.. What Labour cannot 
solve, the Tories have no answers to 
— how to raise economic growth, 
to curb inflation and the upward 
surge of wages, how to tackle the 
depreseed areas of the North and 
declining industries like shipbuilding 
or cotton. 'These are the real pit- 
falls, but Tory drift has so far paid 
dividends. Now, with the economy 
beginning to expand again, no doubt 
helped by a bright budget next 
April, people will forget, and Tory 
electoral , prospects will begin to 
improve. No doubt, Home, like his 
predecessor, will continue to survey 
these fluctuations of fortune with a 
surprised air — and even to sug¬ 
gest sometimes that jt is by his 
effort* that the mood has changed. 
Think how splendid , Canute would 
have felt if the tide had at that 
moment begun to go out. 

Reform or Revolution ? 


Powell; in the nature of things, 
their departure will be temporary. 'THE 

coincidence of the Sino- 
TJjb Conservative Party in its years Soviet debate and the Indian 
of office has come to represent par Emergency could hardly have been 
seeUence' a homogenous ruling more disastrous for the Indian Corn- 
class interest — the terms right and rnanist Party. Its recent National 
left tend to conceal that basic homo- Council meeting, staged to .demon- 


gepeity. At times of transition, from 
squirarchy Toryism to free-trade 
Liberalism, or from Liberal-Con¬ 
servatism’to the modern streamlin¬ 
ed managerialism,. the divisions be¬ 
come important. But in the late 
fifties ana sixties, this -is not so — 
the Conservatives will continue on 
their Butlerian course because,no 
oth6r political tactic offers the. 
same degree of success. Butlerian- 
. istfi, like an oil patch on the sea. 
takes its shape from the waves be¬ 
neath, the union of business, the 
State ant) the middle da**, which 
if 'Conservatism. Policy within the 
Parfy thus hardly differs very 


strata Chairman Dange’s power and 
the supremacy of the Soviet line, 
has precipitated matters, clarifying 
'issues and allowing the rivals to 
see their support. The . debate offer¬ 
ed the domestic reformulation of 
the Sino-Soviet controversy — should 
the CPI support the Congress Left 
against its Right or wage all out 
opposition to Congress, should it 
takfe the Emergency seriously 
(should it be defeatist or defen- 
cist), should it seek a popular revo¬ 
lution or just Parliamentary pres¬ 
sure? In a phrase, reform or revo¬ 
lution, nationalism or .class-strug¬ 
gle? Dange’s position drive*, him 


into dependence bn Nehru; Gopa- 
laa’a into association wito fetgiug. if 
the Government released the Com¬ 
munist betehus, Dange would, pro 1 
bably not have a majority even on 
the National Council (thirty-five of 
the 110 members of ’ the National 
Council were absent at the current 
session). -• ’. . -* 

The balance of force? in the Par 
ty reflects the political alignment. 
Lange for the moment controls the 
national party; Gopalan’s strong¬ 
holds are at the grass-roots where 
the CPI is strongest—West Bed- 
gal, Kerala and Andhra Pradesh. 
Dange’s position on the Na- 
tlonal Council (supported by two- 
thirds of those present) allowed 
him to censure his main opponents 

— Gopalan and Namboodripad of 
Kerala, Sundarayya of Andhra, and 
Ramamurthi of Tamilnad — but not 
to precipitate a split by expelling 

.Gopalan from the Executive Com¬ 
mittee or depriving him of his Lok 
Sabha leadership. Gopalan, on the 
other hand, was strong- enough to 
defy the censure motion; he was 
warned, however, by Jyoti Basil and 
his group of intellectuals in Calcut¬ 
ta against breaking away from the 
Party. Gopalan must try to increase 
liis strength in the national party 

— for which, he needs pre-eminent¬ 
ly a Party Congress as platform, 
an opportunity Dange has unoblig- 
ingly postponed until September of 
next year. The centrists in the con¬ 
troversy have all but disappeared, 
and the left is revealed as surpris. 
ingly strong. Kerala repudiated the 
censure by giving Gopalan a hero’* 1 
welcome back, and rudely refusing 
Dange’s offer to come and help in 
the campaign against the Land Re¬ 
forms Bill. In this State, clearly 
Communist-Congress co-operation is' 
an absurdity whatever its national 
relevance. In West Bengal, a sepa¬ 
rate' party organisation has sought 
to oust Dange’s imposed organisa¬ 
tion (the old State Council is in 
gaol), ha* organised demonstrations 
contrary to central policy, and even 
barracked the Chairman on his 
trip. to Calcutta. Even in Dange’s 
Maharashtrian stronghold,' ' pro- 
Gopalan slogans have been heard, 
and the Party has had to discipline 
six ‘dissidents’, Overall Dange has 
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replied by creating ft Control Gq*n- 
mtmoti to discipline the rebels arid 
die . pape rs and periodicals which 
'iriy, the ; central line in the leey 
States. . ' > , h. ■. »■■ 

‘ Gone are the Comintern days 
when 1 Stalin could ’ excommunicate 
rebels in foreign Communist parties 
Without discussion. Dange* must now 
fight out the political Issues, albeit 
supported by the Unlikely alliance 
hi Delhi and Moscow. Dange, de¬ 
pendent on hie opponents being kept 
in gaol, cannot hold the Party Con- 

S rtss until he is sure of a majority. 

leahwhile, rumours suggest Moscow 
will not wait — the forthcoming 
anniversary celebrations might be 
the occasion for Khrushchev’s final 
condemnation of Peking. Then Dan- 
ge’g balancing trick will be crucial¬ 
ly upset — he will be morally 
bound to root out opposition in the 
CPI. Whether this will result in 
Dange being the ‘rebel’ or Gopalan 
is unclear — present signs suggest 
that real power lies with Gopa¬ 
lan. This Is to he expected in 
any underdeveloped country — Dan- 
ge’s parlour politics or ‘class colla¬ 
boration’ are hardly relevant to any 
party which calls itself Marxist and 
revolutionary, whatever it might be 
in terms of Russian foreign policy. 

Adulterated Drugs 

THE text of the Bill to amend the 
Drugs and Cosmetics Act of 
1940 has been published. The Rill 
was introduced in the Rajya Sabha 
in the last session of Parliament and 
was referred to a Select Committee. 
It will be recalled that in the middle 
of 1962 there was quite a furore 
over the widespread detection of 
spurious drugs in the market and 
the public was very much agitated. 
At that time the Union Health 
Minister and other official spokes¬ 
men had assured the public that 
steps would he taken to eradicate 
the spurious drugs racket. The pro¬ 
posed amendment of the Drugs Act 
is presumably the product of their 
cogitations on the subject. 

The principal objectives of the 
Bill are (a) to bring Ayurvedic and 
Urtani medicines within the purview 
of the Drugs Act, and (b) to pro¬ 
vide for more severe punishment for 
offences under the Act," specially 
'for the manufacture and sale of 
misbpanded and adulterated drugs. 
The amendment also seeks to clarify 
the definition of “Patent or Proprie¬ 


tary Medicates”, by making the term 
applicable only to a remedy or pre¬ 
scription presented in a form ready 
for :internal or external administra¬ 
tion, and - not, as at present, to any 
drug which is not included In' the 
current pharmacopoeias. Ibis clari¬ 
fication was very necessary. At pre¬ 
sent even basic drugs are included 
under patent and proprietary medi¬ 
cines and consequently subjected to 
import and excise duty at the rates 
applicable to ; medicines. Tiui* leads 
to multi-point taxation and raises the 
price of. manufactured medicines. 
Similarly, the definition of adulter¬ 
ated drugs has also been explained. 
At present the terms faked drugs, 
spurious drugs, counterfeit drugs, 
etc, are indiscriminately used as 
synonyms. The proposed amend¬ 
ment clearly defines an offence 
under the Act to consist of 
the manufacture of misbranded 
drugs or adulterated drugs. These 
terms are so defined as to cover both 
deliberate action intended to cheat 
as well as negligence. 

At the time of introducing the 
Bill in the Rajya Sabha, the Union 
Health Minister had given a detailed 
explanation of its objectives and the 
reasons for introducing it. She had 
pointed out that the preparation of 
Ayurvedic, and Unani medicines was 
no longer restricted to vaids and 
hakims, hut had been commercialised 
by many manufacturing firms. Cer¬ 
tain manufacturers were also in¬ 
creasingly marketing preparations 
containing partly modern drugs and 
partly Ayurvedic and Unani drugs. 
It had become necessary, therefore, 
to exercise control over the manu¬ 
facture and sale of these drugs. 
The Uduba Committer on indigenous 
systems of medicine had disclosed 
that certain costly materials such 
as gold, musk, pearl, saffron, etc, 
which were ingredients of various 
Ayurvedic medicines had been sub¬ 
stituted by imitation products. To 
check all these malpractices, it had 
been decided to bring the indigenous 
systems of medicine within the 
scope of the Drugs Act through this 
amendment, the Minister explained. 

No one will doubt the sincerity of 
the. Government’s intention to stamp 
out spurious and adulterated drugs, 
but it needs to be asked how far 
this objective can be achieved by 
making more rules and laws. There 
is no prescribed pharmacopoeia for 
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Ayurvedic or Unani medioipea, ,jTo 
compile it is a near-impossiblattiwk 
because of the different systems 
-of medicine used by different 
vaids and hakims in their practice. 

Enforcement of the amended Act 
will he made further.difficult by the 
fact that it would require personnel 
trained-in both the systems of medi¬ 
cine, . - . , 

In her speech while introducing 
the Biff, the Minister had said: 
“There has been a general detpand 
throughout the. country for enhanc¬ 
ing the penalty for the manufacture 
and sale of misbranded and spurious 
drugs. Accordingly, it is proposed 
to enhance the maximum penalty of 
imprisonment provided for such 
offences to 10 years and to provide 
for the confiscation of property, 
apparatus, etc, used for the manu¬ 
facture of such drugs”. The Bill 
also provides for compulsory puni¬ 
shment for even technical offences. 

It is debatable whether enhance¬ 
ment of punishment is the moat 
effective way of reducing the incid¬ 
ence of the crime. The penalties 
prescribed under the present Act 
are quite sufficient provided the 
laws are fully and efficiently en¬ 
forced. But this will not be possible 
as long as the enforcement of the 
Act is left to the State Governments. 
This should be obvious from the 
fact that at present only 4 or 5 
States have the requisite Drug Con¬ 
trol Administration. Unlesg, there¬ 
fore, the Centre assumes the respon¬ 
sibility for enforcing the Act, addi¬ 
tional legislation, however wolf 
meant, will not go very far. 

State Finances 

YET once again the States have 

been reminded that their reve¬ 
nue mobilisation is not upto the 
mark and that they have to seri¬ 
ously set about rounding up resour¬ 
ces for pushing through their Third 
Plan. In this familiar homily, how¬ 
ever, some differentiation has been 
made among States. Five of them 
— Madras. Maharashtra, Orissa. 
Punjab and West Bengal—have re¬ 
ceived fair-sized bouquets from the 
Planning Commission. They are 
considered to have put forth “ade 
quate efforts” so far and the Plan¬ 
ning Commission hopes that they 
“will continue the efforts to mobi¬ 
lise resources and improve upon 
Plan targets”. The other States hare 
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< Actually, available data «n Plan 
outlay in tlie States do not seam 
to warrant such differentiation, The 
outlay 'in the first three years of 
Ah* Plan (including the budget es¬ 
timates for the current year) equals 
three-fifths of the total Plan target 
only , in 2 States — W Bengal and 
'Assam. If is lower, than 50 per cent 
.of the target in 5 States, including 
Punjab. Both Madras and W Ben- 
ff a J — States which have been bom- 
mended — introduced fresh taxation 
only once in the last three years 
arid have run up budgetary deficits. 
Considered as a whole, the picture 
is anything but bright. Tax effort 
by the States, which appeared more 
enthusiastic in their 1962 budgets, 
flagged again in 1963. The result 
is that while the Plan target of ad¬ 
ditional taxation by the States is 
Rs 610 crores, what has so far been 
levied aggregates to just around Rs 
120 crores. 

.Taxation, of course, is not the 
only aspect of the financial discip¬ 
line required. On the expenditure 
side, there has to be as much con¬ 
servation of resources as possible. 
Brave schemes of economy and pro¬ 
testations of austerity are common 
enough, bast year, for instance, al¬ 
most all the States proposed such 
measures as suspension of fresh staff 
recruitment, reduction in travelling 
allowances, economies in the use of 
stationery and electricity, and so 
on. Nonetheless, the States’ total 
nan-developmental expenditure has 
increased by about 30 per cent since 
the Third Plan was inaugurated. 

The consequence is inescapable: 
mounting budgetary deficits — 
which have risen from a total of 
Rs 38 crores in 1961-62 to Rs 59 
jdrorta in the following year and 
Rs 74 crores in the current year. 
Increased Central assistance has been 
the States’ principal source of funds 
to cover the deficits, but some of 
them have also had to resort to un¬ 
authorised overdrafts from the Re¬ 
serve Bank. This financial jugglery 
reached such a pitch that the States 
had to lie warned that further un¬ 
authorised overdrafts would not be 
honoured by the Reserve Bank! 

' Small savings is another sphere 
in Which the States have to improve 


''ftfeiiii- perfntnta** -"‘Ifce tecerd xtf 
'the past three year* 1 W, to' say .the 
least, disappomting. ttne -of the ob¬ 
jections to the Compulsory Deposit 
Scheme was that H woutd adversely 
affect voluntary savings. Now that 
the Scheme has been virtually aban¬ 
doned—-for which the resistance of 
the States wa* given as the princi¬ 
pal reason —the obligation of the 
States is all , the greater. - , 

UMA Takt Umbrage 

THE jute mill industry has been 
an enigma to many people. It 
is one of the oldest industries ip the 
country, and has always contributed 
a fair share to our export earnings. 
Till the early twenties, the bulk of 
the shares in the mills was held bv 
foreigners and foreign agency 
houses, almost wholly English. 
Indian businessmen came into this 
industry in the 1920’s. The Parti¬ 
tion of 1947 did hit the industry 
severely as the bulk of its raw mate¬ 
rial used to come from East Bengal. 
But it must be said to the credit 
of the cultivator in India that within 
a few years he was able to supply 
practically all that the mills needed. 

It was during the period of 
shortage of raw material that the 
mills reintroduced the Working Time 
Agreement to restrict output accord 
ing to the volume of raw material 
available as well as the export de¬ 
mand for jute goods. The Working 
Time Agreement has been criticised 
on various counts. Perhaps its 
most damaging effect has been the 
opportunity it gave to Pakistan to 
set up a highly competitive jute 
industry. It is not denied that 
Pakistan had the benefit of an as¬ 
sured supply of good quality raw 
jute produced very close to the 
mills that she set up after 1947. 
But there was certainly lack of 
foresight on the part of Indian 
mills and the result was a consider¬ 
able shrinkage in India’s share of 
the world market for jute goods. 
The Working Time Agreement has 
also meant that the cultivator has 
been denied the benefits of bigger 
markets for his produce. It has also 
meant the elimination of . competi¬ 
tion within the industry between the 
more efficient mills and the others 
as the Agreement assured everyone 
a market. 

Another enigmatic feature of the 
industry in the part-war years, cx- 


o*f*> iforftoA uk tNto^yean^oriwi‘jbaa 
'been the very indifferent financial 
performance a numbet-tf j nadfe. 
dbtw jute lit as-bred .available by and 
large at reasonable prices, labour 
has n«t had tp' be,paid the wages 
which it commands in many other 
industries in .the country (pa com¬ 
pared with the textile, ...bMwtyy:# 
Bombay^ jute ^iaiH labour has beyn 
at a * ’ i disadvantage), and 

ofitput has bean sought,to be regu¬ 
lated to keep in, step; With the «f- 
port market. Given these factors 
it surprises one why the shareholder 
in the mills has so often suffered 
so much. , - 

| | 1 , , 
it js some of these factors which 
led the Jute Committee, under the 
Chairmanship of Sbri N C Srivas- 
tava of the Planning Commission, to 
suggest recently that, a high powered 
Jute Development Board should be 
set up by the Government under 
the Ministry of Food and Agricul¬ 
ture to formulate and execute a 
development programme for raw 
jute as well as to take steps to sta¬ 
bilise prices of raw jute and jute 
goods. Not unexpectedly, the IJMA 
has taken umbrage at some of the 
findings and recommendations of 
the Jute Committee. The facts are 
there in the. Committee’s report for 
all to see though perhaps some of 
the difficulties experienced by the 
mills since the partition could have 
been a little more emphasised. But 
that would hardly make a difference 
to the main conclusions of the Re¬ 
port. Whether a separate Board is 
set up or not, the Government can 
ill afford to allow things to drift 
in the manner in which they have 
'been allowed to all these years. 
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Foreign Subscription Rate j 

Due to increase in foreign j 
postal rates it has been found j 
necessary to revise our foreign j 
subscription rate. With effect ! 
from July 1963, the annual j 
foreign subscription is Rs 34, j 
SQs or | 7, j 
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Capital View 

6 Andha Yug 9 

Romesh Tbapur 


^HAT a beautifully relaxed feel¬ 
ing it is to be so confused 
that we can happily justify the cele¬ 
bration of the major festivals of 
Diwali and Dusserah at different 
times in different parts of the coun¬ 
try — or, for that matter, as in 
Uttar Pradesh, accept without mur- 
m«r the administering of defective 
oaths of office to a number of the 
warring ministers headed by our 
only woman Chief Minister, Sucheta 
Kripalani. What’s more, the Posts 
and Telegraphs Department helped 
the confusion by printing the wrong 
birth date on the Annie Besant 
commemorative stamp. And, ap¬ 
propriately it seemed, the director 
and students of the National School 
of Drama staged with skill the his¬ 
torical play “Andha Yug". the age 
of the blind! 

We are all groping — or so, at 
least, it appears to us in the Capi¬ 
tal. The ‘leluctant renuneiators’ of 
the Congress, who were to have gal¬ 
vanised political life at the grass 
roots, are so involved fighting each 
other that Kamaraj was compelled 
to offer himself as presidential 
candidate of the party. Perhaps, 
this is all to the good -- but no 
one really knows. Nor do we 
understand how present trends in 
the States will condition the future, 
whether there will be stability or 
more ferocious factional activity. 
In fact, I have seldom seen Delhi 
so inhibited about passing political 
judgements. 

However, the pattern of change in 
Jammu and Kashmir compels atten¬ 
tion. The rise to power of the com¬ 
paratively unknown Shamsuddin 
could be dismissed as another one 
of those skilful manoeuvres by 
Bakshi Ghulam Mohammad, who is 
now preparing to fill the vacuum 
left by Maulana Abul Kaiam Azad 
but is anxious to preserve his con¬ 
siderable influence in his home State. 
Superficially, it does appear that 
Shamsuddin will he ‘his master’s 
voice'. But already reports sug¬ 
gest that things may not turn out 
the way they have been planned — 
that is. if Shamsuddin has some 
ambition in him. 


It is wdi-known that the Prime 
Minister was much disappointed that 
Bakshi Ghulam Mohammad had been 
unable to assist Sadiq, Mir Qasim 
and D P Qhar to crush the political 
ambitions of Bakshi Rashid, that 
approval for Shamstiddin’s election 
was obtained — and deviously — 
only when it became clear that any 
other leader would not obtain the 
necessary ‘unanimous’ support of 
the National Conference. However, 
Bakshi Ghulam Mohammad's deci¬ 
sion to place power in the hands of 
a younger, not so factional and 
comparatively uncorrupted leader¬ 
ship, thereby removing the so-called 
‘right’ and ‘left’ group leaders from 
the power struggle, marks what 
might well be an important turning 
point in the life of Jammu and 
Kashmir. Shamsuddin’s pledge to 
attack corruption in the State, to 
guarantee dissenting political acti¬ 
vity and to tone up the administra¬ 
tion has been well received, and. if 
he means business, the blorkages to 
Kashmir’s progress can be removed. 

Politicians n Specialists 

1 ri the Capital, of course, there is 
a tendency to equate the develop¬ 
ments in Kashmir with those which 
have taken place in other States, Is 
not Shamsuddin the creature of 
Bakshi Ghulam Mohammad in the 
same way as Gujarat's Balwantrai 
Mehta is of Morarji Desai. or 
Orissa’s Mitra of Patnaik, or Sucheta 
Kripalani of C B Gupta and so on? 
What these critics forget is that 
whereas everywhere else one or the 
other faction leader has assumed 
power, and will continue to press 
the sectional interests of his faction, 
in Kashmir there is a possibility of 
the new leadership breaking loose 
of the deadening grip of the old 
factionalists. If this happens. Delhi 
will feel relieved. 

At the moment, the governmental 
reshuffle at the Centre is consuming 
the time and energy of the Prime 
Minister and his confidants. The 
more thorough-going purge at 
minister and deputy minister level, 
which had earlier been forecast, is 
now being spoken of as sortie minor 
adjustment necessitated bv the 
departure, of Jaejivan Ram, Patil, 

i ' ‘ 1 


Shrirnali and Gopala Reddy. A 
host of names are being mentioned 
as new entrants into the Cabinet, 
including Sanjivayya, M C Chagla, 
Dr Horai Bhabha, C D Deshmukh 
and a number of younger, techni¬ 
cally-equipped men. 

Clearly, more specialist leadership 
is sought for the departments of 
education, Bcienoe, information and 
broadcasting, but the Prime Minister 
is finding it difficult to move out 
the old grooves because the party 
machine does not approve such a 
move, despite the fact that there 
has been much support for the idea 
that prominent industrialist-busi¬ 
nessmen head departments and pro¬ 
jects concerned with national deve¬ 
lopment. 

The turn to the specialists, oi to 
the more dynamic and unorthodox 
within the party, is hesitant and 
grudging. The instinctive feeling 
persists in the higher echelons that 
specialists who have not received 
their baptism in political battles 
are wavering allies — and this 
loose theorising becomes a passion¬ 
ate conviction when it is realised 
that the specialist will encroach 
upon the profitable preserves -oi 
the politician. And when ttys 
specialist or semi-specialist ‘arrives’, 
as in the case of the Praja-Socialist 
leader Asoka Mehta in the Planning 
Commission, the effort is to reduce 
him to a detached thinker; the jpb 
is made easier because he too is 
frightened to put his hands into the 
Congress cauldron. Yet, if the pre¬ 
sent leadership is to remain effec¬ 
tive, the specialist touch will have 
to be introduced —- for an enfeebled 
and ill-equipped bureaucracy can¬ 
not locate the priorities. 

The crisis within the Congress 
Party finds its reflection among the 
organisations of the opposition. 
Take the confabulations at execu¬ 
tive level of the CPI. The commu¬ 
nists would have us believe that the 
Dange-Gopalan-Namboodiripad tussle 
is an ideological matter, but from 
what one can gather the Moscow- 
Peking rift is sought to be qsed 
factionallv to destroy genuine oppo¬ 
nents and critics. For this reason, 
when Lohia attempts to defend some 
of the communists who arc accused 
of being pro-Peking, he is not being 
mulish. Serious observers of the 
CPI wrangles are only too awa’-e 
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that ideology has been at a dis¬ 
count for some time now in the 
patty. Increasingly, the rank and 
file is despairing of the so-called 
veterans and their capacity to resolve 
what is usually referred to as k the 
inner party crisis’. 

Those still isolated elements in 
the CPI, who demand an end to 
Moscow and Peking orientations and 
the working-out of a strategic and 
tactical line suited to Indian condi¬ 
tions, are likely to he considerably 
strengthened if the next month’s 
meeting of the Central Committee 
of the Chinese Communist Party 
begins to ‘trim - the attack on the 
Khrushchovites. Rumours are cur¬ 
rent in Europe that some such ‘recti¬ 
fication’ is on the agenda, for 
China’s economy is ‘wilting’ in the 
heat of the Moscow-Peking dialogue. 
Soviet optimism can be guaged from 
the stress given in policy pronounce¬ 
ments to the need to avoid ruptures 
within the communist parties of the. 
world. Will these inexplicable shifts 


in the positions of the two leading 
communist powers spotlight for the 
blind the much-neglected! truth .that 
the policies of these States are 
largely dictated by national interests 
and that such interests are not 
necessarily akin to those of other 
nations? 

If the impression has been 
created that the blind are leading 
the blind, this' was not intended. 
May be, many in the Capital would 
agree with this generalisation but 
the truth is that what we really 
lack is an objective; all decision¬ 
making is vitiated by this fact. 
When will this objective he sketch¬ 
ed. and by whom? And when it has 
been fixed, will we be able to focus 
on it the energies of the nation? 

Pointers : Hardly one per cent 
of the nearly 25,000 agricultural 
scientists in the country have gone 
in for farming or farm management, 
according to a recent study published 
by the Council of Scientific and 
Industrial Research! 


Pakistani Fears of India 


Tay a Zinkin writes : 

HJy HENEVER I haw been to 
Pakistan, particularly to West 
Pakistan, I have been struck by the 
very real obsession of the Pakista¬ 
nis with India. 1 haw always laugh¬ 
ed this fear off as imaginary or as 
due to an inner built complex; 
Pakistan, if it was the bigger coun¬ 
try, might perhaps wish to take 
over India. But in India people arc 
occupied with their own problems, 
and I felt sure that there was no 
cause for fear, unless, of course, 
Pakistan itself attacked India; I 
said so at the time to my Pakistani 
friends, but without any effect. 

The other day 1 met one of Pak¬ 
istan’s most senior politicians, per¬ 
haps the only real politician Pak¬ 
istan has. Listening to him I under¬ 
stood for the first time why Pak¬ 
istan is afraid of India and why 
this fear is not as ridiculous as it 
sounds. People in India ought to 
know his arguments, whether they 
are valid or not. so that they can 
understand Pakistani reactions 
better. 

Kashmir does not loom so very 
large in his picture of fear, Kash¬ 
mir is only an irritant, a reminder 
of , powerlessness, and an obsession 
ha West Pakistan. But if Kashmir 
were solved the underlying fear of 


both East and West Pakistan would 
still remain. 

First, let us see what it is that 
gnaws at the heart of East Pak¬ 
istan. prevents East Pakistanis from 
being really sure that India will 
remain their friend and makes them 
feel a certain schadenfreude over 
the Sino-Indian disnute. They are 
afraid of the East Bengal refugees. 
A large number of East Bengali 
Hindus have fled to India. They 
have not always prospered there. 
They still have ties and interests in 
East Bengal, and even when they 
have managed to exchange or get 
rid of their assets. they hanker 
after the ‘hawa pani’ of their 
motherland. They were the leaders 
of East Pakistan, the elite. They 
have lost a ,great deal bv migrat¬ 
ing. The Pakistanis are afraid that 
their true desire is to be able to 
i-o back to East Bengal by undo¬ 
ing the partition. At present, of 
course, they are impotent; but if 
the conditions of East Be.ngal’s very 
large Hindu population became 
critical, if there were to be a large 
exodus, they might try to mobilise 
oninwtn '"n India for a police ac¬ 
tion in East Bengal. My informant, 
who feels very "strongly that East 
Pakistan jg a colony of West Pak¬ 
istan, far more exploited than it 


ever was under the British, thitaka 
that it is possible that the -pressure 
on . East Bengal might one day. 
create a migration of Hindus: The 
Muslims of East Bengal too might 
migrate, if they had somewhere ta 
go, but they do not, so they have to 
allow themselves to be exploited- 
But the Hindus hate relations, > 
friends, or simply India, a Hindu 
land, to which they can turn if 
things get out of hand, if inflation 
or famine threatens their precarious 
existence. Thus, the combination of 
colonial exploitation and the exist¬ 
ence of a large and discriminated 
against minority creates an explo¬ 
sive situation, a situation no gov¬ 
ernment in power can afford to ig¬ 
nore. The solution for Pakistan 
ought to be to treat East Pakistanis, 
be they Hindus or Muslims, as full 
citizens, but this is a solution no 
Government dominated by West 
Pakistanis, is prepared to contem¬ 
plate. 

Next, there is a more general 
threat which makes it necessary for 
Pakistan to try and find friends 
amongst India’s enemies, and to 
keep itself strong, if possible strong¬ 
er even than India, by hook or by 
crook. 

India is bigger than Pakistan. 
India is industrialising more and 
more, India in due course will be 
a really great modern powpr with 
a heavy industry of its own. Such 
a power, in sav a generation or so 
could, if it wished, attack Pakistan, 
either in the West or the East, and 
win with the greatest of ease, un¬ 
less Pakistan has nowerful allies 
who will come to its rescue. As 
things are at present nobody in 
India really wants to invade Pak¬ 
istan, and this my .informant fullv 
recognises, hut one day the mood 
mav change; it may not even be 
that the Hindu Mahasahha will a' 
tain power. The Government of 
India of the day might get fed up 
with Pakistan for some purely se¬ 
cular reason. No Government of 
Pakistan, mv politician argues, can 
afford to take a chance on India’s 
alwavs remaining a restrained and 
peaceful neighbour. It is this need 
to insure oneself against thp future 
that makes India loom so large in 
all Pakistani minds, even in the 
founds of those few men who are 
balanced and dispassionate and 
whose real desire, as with my in¬ 
formant, is to make the two coun¬ 
tries friends again ‘now. 
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Our Calcutta Letter 


Coal Price 

Dangers of Aggregative Approach 


A ll cda| producer# are pleading 
with New Delhi for a price 
increase but there are sharp differ¬ 
ences between the larger mines and 
the smaller ones on how the increase 
should be apportioned. The larger 
units, have asked for a sliding scale 
increase ranging from Re 1 for 
Grade II at the bottom to Rs 3 per 
ton for selected A grade at the top 
for both coking and non-coking 
coals, while the smaller units seem 
to want a straight uniform price 
rise for all coals , irrespective of 
quality. 

The claim for price increase raises 
several separate issues. The plea 
for neutralisation of increased costs 
is the simplest to dispose off. The 
Government has committed itself to 
an automatic increase in price when¬ 
ever there is an increase in the 
industry’s statutory liabilities. For 
instance, every time wages or dear¬ 
ness allowance or provident fund 
payments are raised, the industry is 
given a corresponding increment in 
its prices. 

Increase in Productivity 

In other words, the entire burden 
of improving the coal-miners’ living 
standards must be borne by the con¬ 
sumer, a position explicitly accepted 
by the Labour and the Mines and 
Fuel Ministries. Replying to Mrs 
Renu Chakravarty, the Minister for 
Labour and Employment said in the 
Lok Sabha on November 28, 1961 
that he shared the opinion of the 
Minister for Steel, Mines and Fuel 
that the coal mining industry is not 
in a position to hear “any additional 
burden”. 

No allowance is being made for 
increases in productivity reflected in 
the output per man shift which has 
risen by one-seventh in the last five 
years. The producers contend that 
this increase has resulted from 
mechanisation, necessitating larger 
investment per worker employed, 
and no benefit from this can, there¬ 
fore, legitimately be claimed by 
labour. There is, at first sight, some 


substance in the producers’ view 
because available figures show that 
the quantity of machine-won coal 
has risen from 10.76 m tons in 1958 
to 17,15 m tona in 1962* amounting 
for half the total increase in produc¬ 
tion In the five years. But the claim 
is not wholly convincing until one 
breaks down the aggregate figures 
by sectors because this may well 
show that the great increase in 
machine-won coal has taken place 
in the new State-owned open cast 
mines in Karanpura. 

Our concern here is not with the 
mutually conflicting claims of the 
industry and its workers, except in 
their relation to pricing- It seems 
illogical that producers should 
want to be compensated for higher 
capitalisation not only by an en¬ 
hancement of the element allowed 
for depreciation in the price hut 
also ask separately for provisions 
for 

(a) meeting the interest charges 
on borrowed capital; 

(b) repayment of borrowings: 

(c) a depletion allowance: and. 

(d) an increase in the return on 
capital employed from 11 per cent 
to 12 per cent. Tf the consumer is 
to have to finance the entire cost 
of expansion in this manner, why 
should not credit be taken for the 
benefits derived by tha producer 
from increases in productivity? 

Not All Mines Are Expanding 

This is, relatively speaking, a less 
serious objection to the price claim 
than the fact that the entire increase 
in private sector production during 
the Third Plan is to come from 173 
mining units out of the 844 cur¬ 
rently working. While every unit 
may be eligible to he compensated 
for cost increases (even this is 
doubtful, as explained below), why 
should the claims relating specifi¬ 
cally to the requirements of expan¬ 
sion be allowed to the whole lot? 
Tltis underlines the lesson that the 


problems of this highly differenti¬ 
ated industry cannot he viewed in 
aggregative terms. 

By and large, it is the bigger units 
with access to capital and technical 
know-how that are expanding. Even 
at the top, some are expanding con¬ 
siderably more than others — And¬ 
rew Yuie, the biggest, is working 
for a 25 per cent rise in its output 
but Macneill and Barry, ranking 
third, for only one per cent. It is 
the companies which are undertak¬ 
ing substantial investment on new 
capacity which are faced with real 
difficulty. Assistance specifically 
directed to these, should be viewed 
differently from the claims of the 
others. The claims of the latter 
should be judged in light of any 
actual increase in production costs 
over and above the escalation in 
prices already allowed. There have 
been 10 price changes since 1961 
including one blanket increase, un¬ 
related to costs, ranging from 37 nP 
for grade 11 to Rs 1.50 for selected 
A 

Expansion of Private Sector Mine* 

Once capital investment on ex¬ 
pansion or even modernisation is 
facilitated by suitable measures — 
such as a development element in 
the price earmarked lor investment, 
or increased development rebate 
and depreciation allowances — there 
need he little sympathy with those 
who fail to take advantage of these 
opportunities to enlarge their out¬ 
put and realise the economies of 
scale. In other words, price need 
not be fixed as in the case of the 
1958 award on the basis of the costs 
of representative mines but of a hy¬ 
pothetical unit, optimum-sired find 
reasonably mechanised. 

This implies, of course, that pri¬ 
vate sector mines are allowed to 
expand, where necessary, to reach 
the optimum sire. The anachronistic 
inhibitions from which New Delhi’s 
policies once suffered have now 
largely disappeared, and licenses for 
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expansion appear to be given now- 
a*d«ys with far less fuss. According 
to a recent reckoning, 49 mining 
leases for new areas have been 
issued to the private sector since 
1956, 25 of them in non-contiguous 
areas. If there are hesitations still 
on the score of size, these must 
give way and positive encourage¬ 
ment extended to expansion. 

Selective Approach Necessary 

To sum up, the approach to pri¬ 
cing should be to reserve the incen¬ 
tives, for which producers are 
pleading, only for those that are 
expanding. An ad hoc general price 
rise, besides king indiscriminate, 
weakens the incentive element; mea¬ 
sures should therefore, be devised 
to make the benefits proportional 
to the expansion effort. This does 
not eliminate New Delhi’s obliga¬ 
tions to ensure that the general pro¬ 
fitability of the industry compares 
favourably with the all-industry 
average. Unless it does this, the 
flow of investment into coal mining 
will be thwarted which will ill 
serve the national interest because 
of the role assigned to the private 
sector in the Third Flan and the 
task likely to he allotted to it in 
the Fourth Plan. But profitability, 
one must reiterate, should be defined 
in such a way that there is a built- 
in incentive to make the tired ty¬ 
coons of Clive Street sit up and 
push their companies either to ex¬ 
pand or, where this is not techni¬ 
cally feasible, to modernise. 

Two objections may be raised to 
this approach. What, it may be 
asked, is to happen to all the many 
small mines which can never hope to 
become optimum-sized? In the 
fust place, the problem of inadequ¬ 
ate profitability does not touch them. 
They are, as several independent 
observers have noted, earning hand¬ 
some returns of as much as Rs 7 
per ton in 1961 or 30 per cent on 
their sales, against 10 per cent or 
less for the bigger units. They 
manage to do this by simply evading 
some statutory obligations regarding 
wages or mining regulations, and 
perhaps more so by keeping invest¬ 
ment on fixed assets to the barest 
minimum. They do not employ any 
technical personnel and have no 
long*t$h#e development costs be- 
are solely concerned with 
getting such coal as there is near 
the surface. There is some danger 
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that their mining methods may dam* There is no future in such mitt- 
age seams. In any case, the reserves mg, either for the owners or for the 
falling within their leased areas country. Voluntary amalgamation 
need to be more systematically having failed largely (because noth- 
developed to meet the country’s ing has been done to push the small 
growing requirements. mines, through appropriate pricing 



Exide Batteries still keep going 
when the rest have stopped 


SHver Exide are the strong¬ 
est. most reliable batteries 
under the sun, They are qua¬ 
lity tested at every stage of 
production * . . that’s why 
you're sure of a long and 



trouble free life. Silver Exide 
Batteries are obtainable from 
dealers everywhere. So don't 
delay—and you’ll stiM keep 
going when the reet here 
stopped. 
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A Chloride and Exile Product 
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Misguided Sabtu^M 

The second objection to ■ basing 
prices oh the costs of a hypothetical 
unit arises from the fact that mining 
conditions vary Very widely. Even 
in Britain, where die average level 
of technology is rising and becom¬ 
ing more uniform, the cost spread 
may stall be as wide as 25s to 70s 
per ton in a few years time. A 
possible answer to this problem 
already exists in the subsidy given 
since the last price award for work¬ 
ing a mine under adverse Conditions. 
These subsidies covet such condi¬ 
tions as (a) sand stowing, extremely 
important for purposes of conserva¬ 
tion, (b) gassiness,, (e) working 
beyond a depth of 150 metres, (d) 
excessive percolation of water into 
working faces, (e) thinness of 
seams, (f) distance from nearest 
rail-head exceeding 3 miles. Tin- 
list is pretty exhaustive already, and 
is matched by equally diverse assist¬ 
ance given for meeting statutory wel¬ 
fare requirements of housing, water 
supply, medical services, education 
and other amenities. 

It has been argued that subsidies 
do not recover the actual costs in¬ 
curred. Adjustments in this regard 
present no difficulty since the prin¬ 
ciple of full reimbursement is 
already accepted. The policy-maker 
may, however, take die present 
opportunity to tidy up the situation 
by relating subsidies not to actual 
costs but to hypothetical costs of a 
well-managed and technically sound 
operation. One notices, for instance, 
that the subsidy paid for bringing 
in sand over a distance of say 5 
miles varies between Rs 2.35 for 
ropeway installations, Rs 3.60 for 
transport by locomotives and Rs 
4.80 for truck/trailers. Is this 
diversity technologically necessary ? 
Or are the higher subsidies allowed 
for less efficient forms of transport 
going to perpetuate their use? 
Possibly the foreign exchange re¬ 
sources needed to improve efficiency 
cannot be made available just now, 
Pr larsre capital investment may be 
unjustified by the state of reserves 
in particular instances. Even so, the 
aim ih fixing subsidies should he to 
put a premium on the use of the 


These- suggestions for a new ap¬ 
proach to pricing policy still leave 
unresolved the questions of grade 
differentials and relative prices. The 
first point to be. made is that the 
present system of ranking is un¬ 
scientific, a fact recognised by seve¬ 
ral committees sihcC compulsory 
grading was first adopted in T944, 
as a war-time measure. The present 
basis of judging quaBty by ash or 
ash and moisture content does not 
reflect the real usefulness of coal 
in terms of its heat content. An 
expert committee has evolved a new 
scheme of ranking based on calori¬ 
fic value alone (The Economic 
Weekly, February 23, 1963) hut 
this seems to have been shelved. 
Can the opportunity presented by 
the industry's price claim not be 
taken to bring in the new grading? 

Is Price Incentive Required? 

Whether on the basis of the old 
grading or new. some coals will 
remain intrinsically more valuable 
than others. The difference arises 
not from any extra effort made by 
the producer but by the natural 
variations in the quality of coal from 
seam to seam, and even within a 
single seam. Broadly speaking, 
mining costs will be the same under 
identical working conditions regard¬ 
less of the quality of coal mined. 

Quality coal is very scarce, and 
is becoming more so. Should prices 
be raised to reflect this situation? 
The spokesmen of the big mines 
say that opening out the price spect¬ 
rum will help to ration out good 
coal by price. But is this, really 
necessary? The 8 million tons of 
selected non-coking coal now pro¬ 
duced is already rationed quite 
strictly by the standing fuel effici¬ 
ency committee of the Coal Coun¬ 
cil ; it decides which consumers 
must really get the quality coals. 
The question hardly arises in the 
case of coking coals where steel 
plants and other vital metallurgi¬ 
cal installations take all that is nro- 
duced, In the circumstances, will a 
rise in prices really help in curb¬ 
ing consumption? The answer is 
difficult to give unless the details 
of allocations gre more closely 


■ There is perhaps some case for 
potting a premium on good coal 
to encourage the producer to exert 
himself specially to win it. Since 
the accessible seams am approach¬ 
ing exhaustion, deeper mining will 
pat up the average cost of quality 
coal. TEct part of the operating 
cost which relates to mining diffi¬ 
culties can presumably be recover¬ 
ed fully through available subsi¬ 
dies,, once these are made more 
realistic. The premium is not i*e- 
cessitated, therefore, by cost consi¬ 
derations urged by the big mines but 
only for the relatively limited pur¬ 
pose of providing an ‘extra* incen¬ 
tive so that the mine-owner is given 
a further impetus to expand either 
vertically, where this is necessary, 
or to take some care in maintain¬ 
ing the quality of raisings from 
existing workings. In the Tight of 
the fact that the production of better 
grades has been declining year by 
year, a premium may well be ne¬ 
cessary even though it brings for¬ 
tuitous benefits to' some quite Un¬ 
deserving units. Widening of the 
present differentials appears, there¬ 
fore, justified despite the protests ‘ 
emanating from Dhanbad from an 
association much of whose member¬ 
ship produces nothing but Grade II 
coal. 

lowest Crude* und Middling* 

There is, finally, the problem of 
the lowest grades — grade I and 
below — for which prices are pre¬ 
sently not fixed but only permis: 
sive ceilings are prescribed. Consi¬ 
dering for the moment only non¬ 
coking coal, production of these 
grades’ was just over 18.6 million 
tons, almost 7 m tons in grade II 
and the rest in grade III and be¬ 
low. In the current year, output is 
expected to go up to 22.2 million 
tons which will aggravate the sur¬ 
feit that already exists. 

The demand for grade II non¬ 
coking coals is currently consider¬ 
ably short of supply, as evident 
from extensive rebating. This situa¬ 
tion seem* to cal! for restraining 
production by excluding this grade 
from the benefit of price increase*. 
But no final decision can he taken 
on this except jn light of the. pros* 

✓ 1765 



ivy*- v i5. 


October 26, 1963 




iUr 


pective of demand over the next 
plan period. Tire delay in making 
a reappraisal of the current plan 
targets — New Delhi is still stick¬ 
ing to the original aggregate figure 
of 97 million tons although it will 
be neither possible or even neces¬ 
sary to achieve it — has made the 
task of looking forward to the next 
plan period particularly difficult. 

The assumption has been that 
grade II non-coking coals will find 
their main outlet in power gene¬ 
ration (outside the coalfields where 
middlings will be used), and for 
brick burning. All new power sta¬ 
tions are to be designed to use not 
only grade II coals but even in¬ 
ferior varieties of upto 45 per cent 
ash. But both outlets may shrink 
because of the quantity of mid- 


ft 

dlines that will coma on the market 
in future years when washery ca¬ 
pacity rises in step with the steel 
target to 55 million tons of raw 
coal. This is one of the imponder¬ 
ables in relation to grade II and. 
even more so, to lower grades which 
have about the same thermal value 
as middlings. On present evidence, 
there seems little reason to plan 
for the expansion of grade II non¬ 
coking coal production at the cur¬ 
rent rate. If so, this goes against 
the loud claims to equality of treat¬ 
ment from Dhanbad. The question 
relating to coking coal is easily 
answered; the country will need 
every ton that can be produced. 

The problem of middlings, how¬ 
ever, is not going to be solved so 
simply. If 55 million tons are 
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washed, the middlings (upto 45 
per cent ash) may be of the order 
of 15 m tons and with another 10- 
12 million tons accumulating as 
rejects (some of which will have 
50 per cent carbon or more). Nei¬ 
ther should be dumped or waste- 
fully utilised in any sensible scheme 
designed to make the most of the 
national fuel resources. The chief 
use of middlings at present con¬ 
templated is in central power plants 
In the coalfields. This may well 
take up all middlings offering in 
Bengal/Bihar provided all new 
generating capacity in the whole of 
the region comprising Bengal, Bihar 
and northern Orissa is concentrat¬ 
ed in the coking coal fields of Jha- 
ria and Bokaro. But is this cither 
practical or politically feasible? 


Vitalising the Kamaraj Plan 


A Correspondent writes from Andhra: 

THE Kamaraj Plan is still very 
much in the doldrums. Those 
who renounced office tried to put on 
a bold face and discern great merits 
in the ‘renunciation’—like B Gopala 
Reddi, who described it as a “sat- 
yagraha against the lure of office”. 
Some other Congressmen arc enthu¬ 
siastic about the Plan’s revitalising 
potentialities. But the people are 
not convinced that the ‘renuncia¬ 
tions’ were voluntary or prompted 
by a desire to rehabilitate Congress 
prestige, which is definitely on the 
decline. The big question is: how 
to vitalise the Kamaraj Plan so that 
it can revitalise the party? 

The rumblings produced by the 
election of new party leaders in some 
States have not died down. In And¬ 
hra Pradesh we have still to know 
the practical effect of the Kamaraj 
Plan on the affairs of the Pradesh 
Congress organisation. This body 
has not been a model of harmonious 
working, especially in the last two 
years. Efforts to patch the rift bet¬ 
ween the two rival croups have 
on’y widened it. The last effort in 
this direction by Union Defence 
Minister, Y B Chavan, had not 
yielded any results. The High Com¬ 
mand has now abandoned compro¬ 
mise efforts and decreed holding of 
organisational elections on the basis 
of existing membership. 

Gopala Reddi’s two recent visits 
to Hyderabad and the speeches 
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made by him here and elsewhere do 
not make clear how he hopes to fit 
himself into the Congress organisa¬ 
tional set up in Andhra Pradesh 
and play a role in strengthening the 
party. Both groups in the Andhra 
Congress, as also the genera! public, 
are eagerly awaiting Reddi’s next 
move in his self-imposed mission, 
which he hopes, will receive the 
blessings of the High Command. 

Tasks for Ex-Ministers 

To prevent the Kamaraj Plan 
from sliding into unmerited obli¬ 
vion, certain positive steps should 
be taken immediately. First, defi¬ 
nite and clear-cut responsibilities 
have to be assigned to ministers who 
have resigned under the Plan in the 
organisational frame-work of their 
respective States. If this is not done, 
they would inevitably be dragged 
into the intrigues among various 
party factions in the States and get 
enmeshed in them. It would be a 
fair division of labour and respon- 
sibilitv if these ministers are en¬ 
trusted with special departments in 
the Pradesh Congress solely devoted 
to organisational vitalisation. They 
could be put in charge of recruit¬ 
ment, training and disposition of a 
band of active wokrers who will 
devote themselves to promoting mass 
contacts. Thesj trained party workers 
could spread themselves out in rural 
areas, enlist Congress members, edu¬ 


cate the people on Congress ideology 
and programmes and act as agents 
of the parly. They could ascertain 
public grievances against the admi¬ 
nistration and transmit public reac¬ 
tions to the State Congress head¬ 
quarters. Care shou’d be taken to 
see, however, that they do not throw 
their weight around and interfere 
with the functioning of administra¬ 
tive machinery. 

The ex-ministers could also func¬ 
tion as coordinators and links 
between the governmental and orga¬ 
nisational wines of the Congress. 
In Andhra Pradesh it would be 
appropriate to make Dr Gopala 
Reddi the chairman of the joint co¬ 
ordinating committee for harmonis- 
ine relations between the two wings. 

Second, an urgent effort is needed 
to close the ideological divisions, at 
least in nubl’c. between the “right¬ 
ist” and the “leftist” sections in the 
Congress organisation at different 
levels. That a division along these 
lines does exist in Congress ranks 
is undeniable, and some of the top¬ 
most leaders have given evidence of 
it in their recent utterances. It is 
unfortunate that references to this 
occur constant'v in the speeches of 
the Prime Minister and other top 
leaders like S K Patil, besides those 
of lesser personalities. This shadow- 
fighting between the so-called right 
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i*ta and leftists must be stopped is being pursued. What “democratic 
with a stem hand by the High Com- socialism’’ implies ideologically and 
maud. how to achieve it in practice must 

But positive results in strengthen- be »P« lt ° ut > to en*M« 

ing the Congress base can be achi- who *» n ° l agree with it or accept 
eved only when in the policies and ** *° decide whether to remain in 
programmes of the party and the organisation or quit, 
government, there is a continuous The acid test of whether the spirit 
effort to demonstrate that die objec- of the Kamaraj Plan has permeated 
live of a socialistic pattern of society Congress consciousness or not would 
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come at the time of the Congress 
Presidential election. The Working 
Committee’s unanimous choice of 
Kamaraj, which is intended to pre¬ 
vent an unseemly contest, would 
very probably be supported by all 
Congress delegates, for Kamaraj is 
the best choice in the present cir¬ 
cumstances despite some personal 
handicaps. 


From the London End 

Economy Moving Out of the Doldrums? 


^LL the latest economic indicators 
seem to show that the U K eco¬ 
nomy is at last on the move, on a 
rather more firm foundation. The 
optimistic features in the situation 
outlined by the Chancellor of the 
Exchequer at the Blackpool Con¬ 
ference were further underlined in 
the confident speech he made at 
the Mansion Houge last week. He 
was at some pains to point out that 
the measures taken by him in his 
budget were just about right, as 
they have produced an upsurge in 
production, without corresponding 
inflationary pressures. He said: 

“I said in the budget speech 
that our aim must be, not mere¬ 
ly expansion, but expansion with¬ 
out inflation, expansion at a rate 
that can be sustained. So far, the 
signs are encouraging. Prices have 
remained very stable for the best 
part of a year now. The £ ster¬ 
ling is strong, and its recent per¬ 
formance in the market, in 
months that are sometimes diffi¬ 
cult for us, has been very en¬ 
couraging . . . We are at the be¬ 
ginning of a phase of expansion 
and we are tackling the bottle¬ 
necks which may impede rapid 
growth”. 

Maudling’ s Claims 
Maudling pointed out that two 
of the factors which in the past had 
bedevilled the U K economy were 
the exposed position of sterling 
and incipient inflationary tenden¬ 
cies. The position of sterling 
had been improved as the defences 
now available to protect the small 
reserves of sterling had increased 
considerably through the co-opera¬ 
tive arrangement between the Cent¬ 
ral Banks, based on the Basle Ag¬ 
reement, the $500m swap arrange¬ 
ment negotiated with the U S, and 
the $ 1 billion standby agreement 


with the International Moneary 
Fund. “These, taken together wiln 
the resources of the International 
Monetary Fund as increased by the 
Paris Borrowing Scheme, mean that 
we have powerful resources to pro¬ 
tect sterling against short-term 
speculation and to carry us over 
any difficulties in a phase of vigo¬ 
rous expansion”. 

The Chancellor laid special em¬ 
phasis on the need to control cost 
inflation and dealt at length with 
the need for an incomes policy and 
said: “I am glad to see how wide¬ 
spread now is the understanding in 
this country of the need for a ra¬ 
tional incomes policy. It cannot be 
stressed too often that if incomes 
of all kinds are pushed up too fast, 
and our prices, therefore, rise too 
fast, we shall be beaten in world 
markets, our balance of payments 
will suffer, and we shall have in¬ 
evitably to restrain our expansion. 
You can see in the recent and re¬ 
markable increase of exports to 
Western Europe, where wages and 
prices have been rising much faster 
than ours, a clear example of the 
benefits that can flow to us if we 
keep our own income level stable, 
and thereby keep our costs compe¬ 
titive”. The basic picture is one of 
a steady expansion in industrial 
production which this time is not 
confined to just one or two indus¬ 
tries, of promising prospects on the 
export front and of no serious 
balance of payments criais threaten¬ 
ing in the near future. 

Upward Trend in Production 

The latest index prepared by the 
Central Statistical Office shows the 
upward trend of production during 
the summer months. After adjust¬ 
ment for seasonal factors, the figure 
for manufacturing industries in 
August is 122, about 4$ per cent 


higher than a year ago. In the 
three months June to August, the 
manufacturing index showed a rise 
of some 4 per cent o v er the three 
preceding months, and the index 
for all industries, which includes 
construction and public utilities, 
was 3 per cent higher than in 
March/May. A more detailed sur¬ 
vey of the production index shows 
that until April, there was no evi¬ 
dence of any general acceleration. 
Since May, the recovery has spread, 
and the Treasury now states that 
in August and in July, the im¬ 
provement was “widespread”. 

In his speech at the Lord Mayor’s 
dinner, the Chancellor of the Exe- 
quer said: “It is clear that output 
is now rising well. The latest in¬ 
dex of production is five points up 
on a year ago. The expansion that 
began as a result of the Govern¬ 
ment’s measures, with motor cars 
and construction, has now spread 
widely. You can see the evidence 
for this in a wide range of statis¬ 
tics from retail trade to steel pro¬ 
duction”. 

One-Sided Expansion 

The expansion has been going on 
for too short a time to indicate 
whether or not it can be sustained. 
A basic defect in the economic 
system still persists — most of the 
recovery in industrial production is 
concentrated on the fast-growing 
industries in the Southern half of 
the country. While in the Midlands 
and the South-East the small re¬ 
serves of labour which existed un¬ 
til recently have been largely ab¬ 
sorbed and labour is beginning to 
get scarce, the North-East still re¬ 
mains depressed. This feature is 
further emphasised in the report 
of the National Association of 
British Manufacturers referred to 
later on. 
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The National Economic Develop* 
ment Council is also confident 
that a steady sustainable upsurge 
in production and incomes is in 
progress. The Director General, Sir 
Robert Shone, has said that the ap¬ 
parent underlying trend of produc¬ 
tivity looks now to be almost in 
line with the long-term growth in 
productivity prescribed in the Neddy 
plan. Over me last two years, pro¬ 
ductivity has risen 7 per cent, but 
it must be remembered that at that 
time, there was a substantial mar- 
in of unused resources and pro- 
uction itself was at a low level. 
Significant rises of this size will 
probably not be possible in the 
future. 

Exports Rise 

In September, exports remained 
at a very high level and stood at 
£ 348 m, only £ 3 m down from the 
all-time high of £ 351 m reached 
in August. The total value of ex¬ 
ports and re-exports in September 
was £ 361 m. Imports increased by 
£ 23 m to a new peak of £ 421 m 
on a seasonally adjusted basis. The 
previous record import figure of 
£419m was touched in July. The 
adjusted trade gap thus widened to 
a provisional £ 60 m from the 
August figure of £34m. The higher 
shipment to Britain of industrial 
raw materials needed to feed the 
expansion in industrial output, is 
the reason for the widening of the 
gap- 

The President of the Board of 
Trade, speaking to members of the 
Institute of Mechanical Engineers, 
described September as a good 
month for exports. “Exports have 
been rising throughout this year 
and so far are 6J per cent more 
than in the comparable period of 
last year. Imports are rising too. I 
shed no tears about this. The im¬ 
ports are coming in to sustain and 
support the rising level of activity 
in the economy. This is a picture 
of welcome and healthy growth”. 

More important than statistics of 
growth is business confidence. Until 
this really starts to pick up, it is 
difficult to predict a continuation of 
the prowess that has already been 
made. The Chancellor, in his speech 
said: “It is clear that the confi¬ 
dence of businessmen is strengthen¬ 
ing day by day. Latent assessments 
just made by the Federation of 


British Industries, is convincing 
evidence of this”. 

The FBI. report published early 
in September was the most bullish 
in the five-year history of the series, 
and suggested that the economic 
climate may be set fair throughout 
the whole of 1964. Of the 644 firms 
which replied to enquiries, 42 per 
cent reported increased production 
since June (against 37 per cent 
who reported higher production in 
June over February). In the 
latest report, only 13 per cent 
showed a drop in output. The ma- 
- jority of the firms were more opti¬ 
mistic about the general business 
situation in the country than they 
Were four months ago. About a 
quarter of the firms report an in¬ 
crease in numbers employed, and 
only 17 per cent a decrease. The 
number of firms reporting spare 
capacity has dropped since June 
from 65 per cent to 56 per cent. 
Nearly half the replies indicate a 
higher inflow of new orders. The 
report points out that there are, 
as yet, few signs of strains on avail¬ 
able resources, although the rep¬ 
lies point strongly to a full tide of 
boom in 1964. But shortage of 
skilled labour is beginning to limit 
further expansion of output in 14 
per cent of the reporting firms. As 
far as exports are concerned, 35 
per cent feel more optimistic about 
export prospects, as compared with 
32 per cent in the last report, while 
42 per cent of the firms show a rise 
in exports compared with 38 per 
rent, and only 16 per cent of the 
firms compared with 20 per cent 
last year show that their exports are 
down, 

Widespread Optimism 

The FBI Survey also suggests 
that over the next 12 months, expen¬ 
diture on new plant and machinery 
will rise. For the first time since 
June 1960, those expecting to au¬ 
thorise more expenditure in the 
coming year outnumber those ex¬ 
pected to authorise less. For over 
a year, a slowing-down of the de¬ 
cline in new plant outlays has been 
indicated in these surveys. Now an 
upturn seems at hand. In the case 
of building, however, the- contrac¬ 
tion still continues. Management ex. 
pectations are in themselves a 
powerful factor In the economy. 






Quito apart from the factual re¬ 
ports on rising output and orden 
obtained in this survey, the grow¬ 
ing expectation of stilt better news 
to come suggests that manufactu¬ 
rers are not discouraged by the 
prospect of a General Election and 
Labour Government. 


Further evidence of the growth 
of confidence among businessmen 
was provided last week by the Na¬ 
tional Association of British Manu¬ 
facturers which represents the small 
and medium size firms in Britain. 
In its 7th survey of production 
trends, it is revealed that its mem¬ 
bers expect industrial activity to go 
on rising in the coming months. Of 
the 501 firms reporting, 51 per cent 
said that output had increased in 
the third quarter, 40 per cent said 
that there had been no change and, 
only 9 per cent witnessed a fall; 
48 per cent foresee a continuation 
of the rising trend, 44 per cent think 
output will remain unchanged, and 
only 8 per cent forecast a decline. 


Private Investment Still Slow 

Tho Association says that the im¬ 
provement was general, but seemed 
to be particularly good in the engi¬ 
neering and vehicles industries. 
Textiles and food a ho showed a 
marked advance and building rose 
as forecast. The chief discouraging 
features of the survey were that a 
majority of firms in the north-east 
expect a fall in production in the 
fourth quarter and there seem* little 
likelihood at present that there will 
be any significant increase in capi¬ 
tal investment during the next three 
months in any part of the country. 

The one exception to the bright 
picture is private investment, both 
in stock of goods and in fixed as¬ 
sets. This has shown no upward 
tendencies. There are early signs 
that it may soon do so —- engineer¬ 
ing orders are rising, and the steel 
industry is operating at over 80 
per cent of capacity, compared with 
about 70 per cent nine months ago. 
The plight of the machine tool in¬ 
dustry, whose order book, despite 
the contrary experience of a few 
firms, is still declining, is a reflec¬ 
tion of the industry’s reluctance to 
install new equinment or to replace 
existing plant. Until there is more 
evidence of a definite upswing in 
private investment, the present re¬ 
covery cannot be said to be solidly 
based. 
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Grain and 



‘ IAST week President Kennedy 
announced his approval of the 
sdle of wheat to Russia and other 
East European countries. These 
CssUntries had hinted to the US 
.Government that they would he in¬ 
terested in buying wheat to the tune 
of $250 millioh. It has been known 
for some time that the communist 
countries, including China, ere 
scouring the world market for food- 
grains and also that several weit- 
era. countries, including W Germa¬ 
ny, with surplus foodgrains had al¬ 
ready offered to sell large quanti¬ 
ties. 

Should the U S also sell food- 
grains to communist countries? 
President Kennedy took, quite, some 
time making up his mind. In fact, 
the delay provoked Drew Pearson 
‘ to administer the President a strong 
rebuke. He recalled what Eleanor 
Roosevelt had said of the Presi¬ 
dent! “I wish Mr Kennedy had 
•mbit. courage than profile”. 

• " But the important point is that 
Kennedy did finally take the cou¬ 
rageous step and order that the 
deal' be put through even though 
’Republican Congressmen, who were 
'sounded in advance, refused to com¬ 
mit themselves. Among them Barry 
Goldwater, the Senator from Arizo¬ 
na and probably the strongest con- 
' tender for the Republican nomina¬ 
tion for Presidency, came the near¬ 
est to expressing a definite opinion 
When he said that “If our allies 
sell wheat to Russia, I don’t see 
how we can stay out of it”. But 
he urged that the sale should be 
tirade conditional on Soviet troops 
pulling out of Cuba. But no soon¬ 
er wgs the President’s decision’ an- 
aounced than Richard Nixon, form¬ 
er Vice-President, denounced it as 
the . ipost serious foreign policy 
. mistake of the decade. 

Politico! Reolistn 

■Objections to the wheat deal are 
of ' two types, political and econo¬ 
mic. On the political plane, it is 
asked; if it is the aim. of US policy 
to reduce the capacity of the Sovi¬ 
et Union to waee war — economic, 
political or military — h*w can the 
US come to its aid just when, as 
the result of its expensive preoccu- 
pation with worldwide “subversion*’, 

tm 


it shows itself to have neglected its 
domestic, development? this argu¬ 
ment is fallacious, however. It pre¬ 
sumes that the US is' the Soviet 
Union's only source of supply of 
foodgrains, which it is not. ' But 
even assuming that it -were or that 
it could prevail upon other surplus 
.countries not to sell foodgrains to 
the Soviet Union and other com. 
munist countries, what makes these 
people so sure that the . current 
shortages in farm output will force 
the Soviet Union to change its 
■ course ? 

On the contrary, if experience 
with the 'Chinese communists has 
taught the West one lesson, it is 
that economic difficulties can drive 
a country to the extreme. Incident¬ 
ally, former President Harry S 
Truman has strongly recommended 
that even communist China ' should 
be given shiploads of wheat. No 
one is going to take him seriously, 
but Truman- feels that this gesture 
will have a favourable impact on 
the world political situation. Also 
.isn’t China now Russia’s enemy? 

Economic Advantages 

The economic argument against 
the supply of wheat at world prices 
to' Russia and East European coun¬ 
tries is that the Russians will there¬ 
by benefit to the extent of 55 cents 
a bushel at the expense of the U S 
tax-payer. The current world price 
of wheat, $ 1.71. a bushel, is about 
&5 cents a bushel lower than the 
price which the U S Government is 
committed to support. But even this 
objection cannot be sustained. First, 
the U S tax payer will, if anything* 
benefit from this deal because the 
li S Government will, have to buy 
so much less wheat. As President 
Kennedy has - rightly pointed out, 
‘‘there_ is jn such transactions no 
subsidy to the foreign purchasers; 
only a saving to the American tax¬ 
payer on wheat the Government has 
already purchased and stored at the 
higher domestic price which is 
maintained to assist our farmers”. 

Second, the argument ignores the 
fact that the world price of wheat 
WoiUld haVe been even lower than 
whaf it' ll now if surplus countries 
like the U SA allowed all current 
output 19- com* to the market;, Defi-- 


cit, Countries fiave a genuine grouse . 
that they are compelled to buy 
wheat in the world market at on 
artificially high price,., One could, 
therefore, argue that activity the 
deficit countries are being made to 
pay a part of' the subsidy! fo the 
American fanner. , , t t 

Further, it is' estimated that the 
sale of $ 250- million worth of wheat 
will saye the U S as much as $ 25 
million a year in -storage charges, 
on surplus grains. This -means a 
saving of 18 -cents a bushel . sold 
abroad which will be an additional 
real saving to the America^ tax-, - 
' j>ayer. - - . 

Support for Balance of Payments 

But what made up President 
Kennedy’s mind was not the type 
of saving referred t6 above but the 
gain in terms of export earning.. 
The American balance of payments 
position has been none too happy 
and so this consideration canhot but 
have weighed with him, as it did 
certainly with the Treasury Secre¬ 
tary, Douglas Dillon, who strongly 
endorsed the deal. Partly, of course, 
the current international climate 
must have influenced the President’s 
mind. 

As it turns out now. the Soviet 
Union and other communist coun¬ 
tries (except China) may buy from 
America as much as 7. mil lion tons 
of wheat, which, to quote an Ame¬ 
rican, farm correspondent* “wpuld 
barely make a dent in the bounti¬ 
ful American supply”. But it could 
enable the Government to reduce 
its stock of surplus wheat by about 
one-fourth if current surplus stock 
is put at 1.026,000,000 bushels. If 
the Soviet Union and its allies do 
in fact buy 7 million tons of JJ S 
wheat, the American balance of 
payments will record a sizeable im¬ 
provement of $ 500 million. 

There is no doubt that even in 
Eisenhower’s administration an op¬ 
portunity like this would, not have 
been allowed to slip hy.' Barry 
Goldwater evidently recognises this, 
despite all his conservatism. If he 
set some conditions, it was only to., 
make things uncomfortable for the 
person whom he hopes to opoos* 
»■ the Presidential election in about 
a -year's■ tube.: 'v 
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Kerala Congress Chaos 


TOSimir ip yhicb. the meet- * gnimoualy elected K P C C Pmv 
jpg,to elect the President of the. .dent. The ridiculous nature of the 


Kerala Pradfcsh' Congress broke up 
•is. an indication of the $hape of 
.things to come when "commitment 
‘ to ’ pdlicies ■ is • replaced by ■ undis¬ 
guised lust for loot. There is nb- 
' thing that Kamaraj or Shastri can 
do to cover tip the cracks — there 
is' already an unbridgeable gulf. 


demand takes one's 1 breath away. 
When this ultimatum was rejected, 
the meeting was physically broken 
up and the threat of police action 
was openly hurled. 

The situation was absolutely clear 
and if the Congress High Command 
had a minimum of respect for in- 


What they heed to do is to rally ner-party democracy, and of mini- 
the supporters of the Qongress creed , munt standards of political decency 
ip terns of eocfelisnj,' secularism ' 
and pop-alignment. But this would 
clearly mean a straightforward 
choicp and cleavage and there seem 
to be few' signs of such a develop¬ 
ment. 1 - 

The postponement of the election 
was a tactical victory for what is 
called the ministerialist group, led 
by Sankar and Chacko. Being” in 
a hopeless minority, they resorted 
to extraordinary .measures of deceit 
— including faked telegrams from 
Delhi — and to intimidation — a , 
large police force was kept ready 
by Police Minister. Chacko to break 
up the meeting, should a postpone¬ 
ment not be agreed to. On the 
strength of being able to create 
scenes and split the organisation, 
they hope that with the interven¬ 
tion, of the High Command they 
might prevent T 0 Bava, a nomi¬ 
nee of the organisational wing, from 
becoming the new K P C C Presi¬ 
dent. It is rumoured that Madhavan 
Nair, former P C C Secretary, may 
be put up as the unanimous choice, 
not too dose to the organisational 
wing ■ and yet not a ministerialist 

Ministerial Wing Unpopular 

The election to the State ahd 
District Congress Committees has 
clearly revealed that the Ministe¬ 
rial wing is far from being popular 
in the organisation. Not orily were 
their candidates thoroughly trounced 
in the Malabar regibn, but turn¬ 
coats in the so-called ministerialist 
strongholds of Alleppy and Trivand¬ 
rum were also touted,-It is doubt¬ 
ful if even one-third of the votes 
in the K P C C is under its cont¬ 
rol. 

Faced with this situation its lead¬ 
ers decided that brazenness is the 
better part of discretion and insist*, 
ed that P T Chacko‘should be un¬ 


it should have just thrown Sankar 
and Chacko out and faced the con* 

. sequences. That it did not dare to 
do this is the result of the whole 
series, of shady deals and plots that 
it has conducted in Kerala since 
1957. • 

The Harvest 

The open alliance with the Ca¬ 
tholic, Nair and Muslim Commu- 
nalists to start an illegal campaign 
of arson and provocation in the 
middle of 1959; the open election 
alliance with these same, forces in 
early I960 to avoid splitting of votes 
in the face , of thg massive Comma- 
hist popularity; the unceremonial 
ousting of the Muslim league when 
it came to. forming the government; 
the kidnapping of Pattom Thanu 
Pillai a'nd the pushing out of the 
PSP from the Government n—all 
these are the tnore dramatic of the 
unscrupulous activities of the Cong¬ 
ress High Command when confront¬ 
ed with difficult situations in Kera¬ 
la. 

Equally unprincipled was the way 
in which it caved in to' the Sankari 
Chacko demand that the Agrarian 
Refornj Law, fully approved by the 
Planning Commission, should not 
get the protection of the Ninth Sche¬ 
dule of the Constitution as a new 
Bill was in the offing, which openly 
cancelled the concessions that the 
tenants and the more vulnerable 
sections of the peasantry had re¬ 
ceived. 

Since it has connived at all this, 
and has even initiated some of the 
open departures from proclaimed 
Congress goals, why mould the 
High Command not be able . to 
swallow skulduggery in organisa¬ 
tional elections? Its record so far 
has been always to support the 
mote discreditable course and can¬ 


didates. No wonder C K Govindan 

- Nair and his supporters are anxi¬ 
ous, especially since some of them 
st any rate have been quite close 
to Krishna Menon even in the (jays 
when the witch hunt against him 
was at its ,height. 

Their only hope is the new priv 
entation and new social force that/ 
the emergence of Kamaraj has 
; meant. Certainly the organisational 
wing with all its enormous defects, 
is closer to the half-submerged and 
semi-oppressed sections that this 
man of Madras represents. He can,* 
if he allows his courage full play, 
make a clean sweep. The snag is 
that this would split tire Congress 
and probably see the emergence of. 
a full-fledged Swatantra unit in the 
State —not an- outcome to be wel¬ 
comed as the opening move after 
his elevation to Congress President- 
designate. Besides there is the wily 
Lai Bahadur, with whom S&tikar’ 
and Chacko are on excellent terms, 
to plead caution and pull him up 
short. A botched organisation is . 
likely to continue its ruinous course 
•and, unfortunately, drag the Mala- 
yalee people along with it a little 
further down the road to perdition. 

Kerala represents a singular as¬ 
pect of India today. It is the one 
State where the Congress 4» not. 
only patently incapable' of "imple¬ 
menting its own programme but 
where it confronts an opposition 
that proclaims its adherence to this 
programme,and is manifestly capa¬ 
ble of carrying it but. A suitably 
dialectical state of affairs in the 
firmest Communist stronghold in 
India with, a mature and flexible 
leadership. - / 

What is the wayout? It would 
seem that the organisational wing 
should be backed to thf hilt and 
the Congress High Command should 
move in the direction of ordering 
fresh elections in .the State, Flec¬ 
tions are due in January 196$ in 
any event and pushing titem a year. 
forward would do nobody atiy harm. 
In the interim a caretaker govern¬ 
ment could be established includ¬ 
ing representatives of the opposi- 

- tion parties oh the basis of the num¬ 
ber of votes they command in the 
Assembly. This would lead to the 
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institutionalisation of chaos for a 
while but it would have the merit 
of preventing official interference in 
the crucial elections. 

It is time that India broke with 


‘ fc*r S«'<n»bic'f.c' 'iiivi£&¥ 


her political stagnation which it 
hleaaed with the supposed virtue of 
stability. She must innovate and 
pioneer again a# she did in the 
mid and late 1950s. Only then shall 


we regain the respect and the a* 
tention of the world. Kerala is a 
good place to begin and Kamaraj 
not the least likely of men to make 
the first push to new patterns. 


JUST PRESS A BUTTON! 

Ike S.E. Automated Blast-furnace Control System will do Ike rest. 



It Is the automated control in the General Electric system which takes the 
“guess-work" out of charging. G.E.’s DIRECTO-MATIC control Is the 
••Mind" of the system, activating every charging step In proper sequence. 
The entire charging operation Is sequenced and interlocked to maintain jhe 
desired furnace output, from material selection In the stock bins to the time 
the iron is tapped. G.E.’s blast-furnace control automatically charges ore, 
coke and stone on demand from the furnace according to predetermined 
selection set Into the operator’s control panel. 

This new charging system reflects G.E.’s continued leadership in control for 
the steel Industry. The result of many years research and consequent 
technical excellence are now brought to India...putting the "ACCENT 
ON VALUE" in the production of superior steel, the backbone of India’s 
growing Industries. 


INTERNATIONAL GENERAL ELECTRIC CO. (INDIA) PVT. LTD. 

Bombay • Calcutta • Delhi • Madras. 

A-ea-aa 
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World Agriculture 


Food and Agricultural Organ iiatipn of 


COMPARISON of the rate of 
growth of agricultural produc¬ 
tion in the rich and the poor coun¬ 
tries best underscores the economic- 
gap between them. The latter de¬ 
vote a far greater proportion of 
their real resources to agriculture, 
which is their mainstay, and yet 
agricultural production in these 
countries iags behind that in the 
developed countries. And the gap 
continues to grow. Last year the 
Food and Agriculture Organisation 
of the United Nations published 
estimates of the future growth of 
production und consumption of 
cereals in the different regions of 
the world. Thi \sc projections 
showed that in the ease of wheal, 
for instance, the surplus of produc¬ 
tion over consumption in the deve¬ 
loped countries would have grown 
to 32 million tons by 1970 front 
about 14 million tons in 1961-62. 
At the same time, the deficit in the 
low income countries would have 
increased from 11 million to 18 
million tons. The trends would 
not he very different for other food- 
grains. accoding to the FAO. 

Below Pre-War Level 

This is, no doubt, an extremely 
depressing prognosis, but one which 
is not unwarranted by past experi¬ 
ence. According to the FAO’s 
“State of Food and Agriculture, 
1963”, taking all regions of the 
world, agricultural production pel 
capita is today about 11 to 13 per¬ 
cent higher than before the war 
But among the underdeveloped 
regions only in the Near East (Iran. 
Iraq. Israel, Syria, Turkey and 
U A Rj has per capita production 
been consistently maintained at 
above the pre-war level. In Africa 
though the pre-war level of output 
was recovered comparatively quick¬ 
ly there have been considerable 
fluctuations and in both 1961-62 and 
1962-63, production was below the 
pre-war level. In the Far East 
(excluding People's Republic of 
China), the pre-war per capita out¬ 
put was achieved in just one single 
yenr, 1961-62. If Japan were to be 


excluded, the Far East's performance 
would be even less flattering. In 
Latin America, the other under¬ 
developed region, the pre-war pro¬ 
duction was achieved only in 1958- 
59 and since then there has been a 
sharp fall. 

In 1962-63. which is the year 
t with which the FAO report is parti¬ 
cularly concerned, world agricul¬ 
tural production rose by between 
2 and 3 per cent. This was slight!) 
higher than the rate of growth of 
population, which is estimated at 2 
per cent per annum, so that there 
was a slight increase in per capita 
production. Thus. compared to 

1961- 62 when there was a small 
decline in per capita production, 

1962- 63 was a favourable year for 
world agriculture. 

However, even in 1962-63, there 
was a fall in per capita production 
in the Far East (excluding People's 
China) and in Latin America. In 
the Far East production rose hv only 
about 1 per cent which was smaller 
than the rate of growth of popula¬ 
tion, while in Latin America there 
was an absolute decline in produc¬ 
tion. In the other two underdeve¬ 
loped regions. Africa and the Near 
East, production rose by 4 to 5 per 
cent but this, it should be remem¬ 
bered. followed a sharp decline in 
production in 1961-62. 

Imports of Little Help 

Among the developed regions .the 
late of growth of agricultural output 
was the highest in Oceania (Austra¬ 
lia and New Zealand) and Western 
Europe. In the Soviet Union anil 
Eastern Europe, production lose by 
about 3 per cent, while in North 
America the iisc was about 2 per 
cent. Offiicial statistics of agricul¬ 
tural production arc still not avai¬ 
lable for People’s China, hut the 
FAO report suggests that there was 
some increase in production in 
1962-63 following the series of poor 
harvests that began in 1659-60. 

The wide disparity in per capita 
food output between the developed 
and the underdeveloped countries 
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has been, to some extent, evened 
out by imports and exports. As a 
result, in each of the underdeveloped 
regions the trend of food supplies 
has been more favourable than that 
of production and per capita con¬ 
sumption has been above the pre¬ 
war level even where production has 
lagged behind. On the other hand, 
in the developed regions, except 
Oceaniu, the increase in food supply 
has been less than the increase in 
production. 

However, imports and exports of 
food have been too small to appre¬ 
ciably affect the relative consump- 
(ion levels in the different regions. 
In fact, according to the FAO re¬ 
port. “the gap in actual food con¬ 
sumption levels between the more 
and less developed regions has ten¬ 
ded to widen, since there has been 
more improvement in the per capita 
supplies of the more developed than 
in those of the less developed 
regions’'. This leads the FAO’s 
Director-General, B R Sen, to state 
in his foreword to the report that 
“any sustained attack on the pro¬ 
blem of hunger must come from a 
much more rapid growth of food 
production in the developing coun¬ 
tries themselves”, 

Stagnant Export* 

Over the period 1952-53 to 1961- 
62 exports of agricultural products 
from the developed regions increas¬ 
ed much faster, both in volume and 
value, than from the developing 
the so-called primary producing — 
regions. Of course, to some extent 
this reflects exports on special 
terms, mainly from North America, 
e g under U S PL 480. However, 
even if only commercial exports are 
considered, the value of exports 
from the developed regions increased 
■by about 13 per cent and that of 
those from the underdeveloped re¬ 
gions by only 8 per cent. In volume 
exports from both regions increased 
by a third over the period, indicat¬ 
ing a relative decline, in the average 
price of exports from the under¬ 
developed regions. 
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• This trend was particularly in 
evidence in 1962 when the volmbe 
of exports of each of the (levelled 
regions was slightly lower than 
in the year before, while that 
of each of the underdeveloped 
regions, except the Near East, in¬ 
creased by about 3 per cent. Price 
movements, however, tended to com¬ 
pletely offset these differences in 




the volume of exports. lids trend ■ 
in the prices of agricultural exports 
• of the developing countries leads 
the FAO report to conclude that 
“earnings from agricultural exports, 
the main end the only source ' 
of foreign exchange of most develop¬ 
ing countries, show. little likelihood 
of growing at a rate commensurate 
with their needs of economic deve- 


j 
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lopment, and indeed -have laljea 
aharply on a' per caiput basis over 
the past decade” ' ■< !• Xu 

Taking all agricultural exports, 
from, both Ae developed amj the 
underdeveloped regions, the most 
conspicuous development in 1962 
was the increase in prices, of a 
number of commodities, in particular 
sugar. Although offset by further 
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foils Is price* often?* other pro* 
ducts, .these increases led to a bieak 
in tbe longer-term falling' tyend of 
the average price level oi all agri¬ 
cultural exports. However, tueae 
price increases were due almost ex¬ 
clusively to specific factors affecting 
the supply oi a few commodities 
and were, according to the FAO 
' , report, of a short-term nature. The 
price of sugar, for instance, has 
started declining since May this 
year. On -the other hand, “the 
longer-term factors which have 
tended to hold down prices, includ¬ 
ing the s!ow growth of demand for 
many ; products, rapid increase in 
output and productivity and Govern¬ 
ment efforts to expand exports, all 
remain largely unaltered”. 

iWucdyilr in Agriculture 

The trends in agricultural produc¬ 
tion in the developed and the under¬ 
developed regions would appear to 
indicate that development is a com¬ 
posite process which pannot be con¬ 
fined to particular sectors. However, 
while a high level of labour pro¬ 
ductivity in agriculture is possible 
only in countries at an advanced 
stage of development, where the 
farm labour force is a small part 
of the population, there are a num¬ 
ber of instances of where high out¬ 
put per hectare has beep attained 
in countries at a fairly early stage. 
, of development. Thjs is an import¬ 
ant point since under conditions of 



abundanps «£ labour in relation fa 
agricultural land, which, obtain in 
most underdeveloped countries, it it 
the output per hectare which has 
to be maximised. A comparison 
among different countries brings 
out tne wide range of productivity 
of land. Average yields of wheat, 
for instance, vary from about 4 to 
,40 gumtais per hectare, a range of 
about ten-fold. For rice the range 
is about seven-fold. While such 
differences are to a large extent due 
to natural conditions of soil and 
climate, they undoubtedly reflect 
also the technical level of agricul 
ture. 

The FAO report devotes an entire 
chapter to the study of the factors 
affecting the growth of productivity 
in agriculture. At the operational 
level, raising agricultural producti¬ 
vity is largely a technical poblem, 
principally of applying the know¬ 
ledge and techniques devised by 
agricultural science. Further re¬ 
search is also necessary, especially 
on the problems of tropical agricul¬ 
ture since hitherto agricultural 
science has been primarily concerned 
with agriculture in the temperate 
zones. Raising agricultural- produc¬ 
tivity also requires the creation of 
an economic and social environ¬ 
ment in which farmers have the 
incentive and the means to put into 
practice better farming methods. 
The FAO report is not concerned 
with these technical and institutional 
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tbfermmgffts of agricultural produc¬ 
tivity, but ratner Wm the unuertymg 
economic factors and hence witn tne 
inter-relations between agricultural 
productivity and economic develop¬ 
ment as a whole. 

Use of Fertilisers 

In the final chapter however, one 
of the principal technical laciora 
determining agricultural producti¬ 
vity is examined in some detail. This 
is fertiliser use which is termed the 
“spearhead of agricultural develop¬ 
ment ”. An attempt is made to esti¬ 
mate the contribution of fertilisers 
to crop yield and typical response 
data for fertilisers are given for se¬ 
lected crops in a number of coun¬ 
tries. It is shown, for instance, that 
the yields of two staple crops, rice 
in Japan and wheat in the IJlC, have 
increased phenomenally in the past 
few years and show no signs of le¬ 
velling off yet. It is estimated that 
at least half of the increase in 
yields is attributable to use of fer¬ 
tilisers. 

Fertiliser use depends on a num¬ 
ber of economic and social factors. 
Principal among these are the price 
relationships between fertilisers and 
the crops to which they are applied; 
the level of income of the farmers 
and the conditions of land tenure 
which decisively influence the incen¬ 
tive to use fertilisers; and adequate 
credit and distribution facilities to 
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ensure-that supples df fertilisers ate 
available to farrtierg at the tight 
time. 

The efficient Use of fertilisers 
must go hand in hand with the pro¬ 
vision of other inputs. Irrigation, 
for instance, is a pre-requisite; so 
is the development of crop varieties 
which can benefit from larger appli- 
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Cation of fertilisers, or the control 
of diseases and ptssts in the more 
intensively cultivated crops. An effi¬ 
cient agriculture expansion service 
is essential to provide these condi¬ 
tions its well as to bring home to 
the farmer the value of fertilisers. 
The Intensive Agricultural District 
Programme in India: the so-called 


.. 




r rt % ■■ if c-QTi 6 mi e' • W-M Eit.t-f.' 

package programme, which is orga¬ 
nised by the Government of India 


with assistance from the Ford Foun¬ 
dation and which is eventually ex¬ 
pected to cover about J million 
hectares of land is quoted by the 
FAO report as an example of an 
integrated extension ‘service essential 
for agricultural development. 


Book Review 

Small Industry 

Small-Scale and Household Industries in a Developing Economy : a Study of Their Rationale, .Structure 
and Operative Conditions by M C ShcUy, Asia Publishing House. 19611; pp 1121, price 32s. 


\^ITH the possibilities for trans¬ 
plantation of the most advan¬ 
ced techniques, small-scale industry 
can no longer be regarded as the 
'"natural” precursor to large-scale 
industry. Yet it has a vital role in 
the developing countries, in redu¬ 
cing unemployment and in provid¬ 
ing momentum for further develop¬ 
ment, Even in the United States, 
with factor endowments so different 
from India's, small-scale enterprise 
is important; there the small cons¬ 
tantly lends to grow and beget 
other small enterprises. In Japan, 
on the other hand, there seem to 
be more continuous relationships 
between small and large industries 
through sub-contracting arrange¬ 
ments. As Shri M C .Shetty points 
out, between large-scale, mechanis¬ 
ed mass production and handicraft 
production there is in any country 
a considerable range of techniques 
which, though inferior in efficiency 
to the former, can be economically 
and commercially viable. 

Institutional Handicap-- 
The institutional handicaps of 
small industries an- well known: 
lack of capital, managerial and 
technical skills and of a generally 
favourable industrial climate. Be¬ 
sides these general difficulties, they 
face other obstacles springing from 
their very smallness. The operation¬ 
al conditions of small industries as 
well as their commercial and tech¬ 
nological problems have been sur¬ 
veyed by Shetty through a field 
enquiry conducted in 1958. cover¬ 
ing some 16 selected household anrl 
small-scale industries (174. units in 
all) in 20 centres (5 towns and 
15 villages) in the three tehsils of 
Daryapur, Afnravati and Morsi of 
the cr-twiyle composite Bombay 
.State. In the enquiry. household 
industries have been given a high- 
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er weightage than the small-scale 
ones. This was deliberate, for given 
the initial help, household indus¬ 
tries are capable of developing into 
viable small-scale units. The study 
covered all aspects of their day-to- 
day operation — capital, output, in¬ 
come, employment — and other cha¬ 
racteristics such as ownership pat¬ 
tern. working period, marketing and 
sales, credit and indebtedness, pro¬ 
blems of raw materials and organi¬ 
sation, training and research, im¬ 
provements in techniques of produc¬ 
tion and factors tending to raise 
productivity and make the units 
more competitive. 

Household Inin Neglected 

The contrast between the 28 small- 
scale firms and the 14b household 
units covered is indeed striking. 
The small-scale units typically have 
wider market areas, registering 
relatively more sales beyond the 
tehsil and district boundaries. The 
industry is pursued as a full-time 
occupation and there is higher uti¬ 
lisation of capacity. They also make 
greater use of the wholesale trade 
as a marketing channel, extend trade 
credit lor longer periods and re¬ 
ceive payment in cash rather than 
in kind. 

The household units, by compa¬ 
rison, rely heavily on the 'balutha' 
system of payments in kind. More¬ 
over. they appear to be influenced 
more directly by the agricultural 
cycle. This is suggested by the rea- 
y/'ns cited by household establish¬ 
ments for temporary suspension of 
production; weather conditions, 
marketing difficulties and Jack of 
demand. The seasonality of demand 
generated hy agricultural income, 
and the substantial 11011 -monetary 
part of this Income are factors that 
limit the incentive to invest capita! 


in rural areas. These factors im¬ 
pede the transformation of village 
artisans into small entrepreneurs. 

What are the pre-requisites for 
such transformation? The provision 
of finance, transportation facilities, 
availability of quality raw material 
and arrangements for its bulk pur¬ 
chase and provision of common 
facilities and marketing assistance 

■ these are the factors which will 
enable them to raise their produc¬ 
tivity and their competitiveness. Pro¬ 
vision of these facilities will enable 
the household units to become eco¬ 
nomically viable small-scale units 
and the small-scale units, in turn, 
to enlarge their size and improve 
their commercial viability. 

Smaller Units Deprived of Hem-tils 

Unfortunately, Shetty points out. 
much of Slate assistance goes to 
the relatively big small-scale units. 
The present official definition of 
small-scale industries has no lower 
limit in respect of capita I or em¬ 
ployment. The dividing line between 
household and small-scale industries 
is drawn in practice to exclude those 
industries which are covered hy the 
other all-India boards. This creates 
confusion and. by and large, leads 
to the exclusion of relatively smal¬ 
ler units from the benefits of deve¬ 
lopment programmes. Many house¬ 
hold industries such as blacksmithy. 
carpentry, brick-making, tan'ning. 
leather working, etc which should 
qualify for assistance are precluded 
from taking advantage of assistance 
extended by the Small Industry 
Organisation. As Shetty says, “The 
chief reason for this, it would ap¬ 
pear, is the very situation of these 
industries in matters of organisation 
and resources —the lack of which 
precisely forms the raison d'etre for 
the formulation of special policies 
to help these industries '. 
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The Minimum Family-Income Target for 1975 
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The Pltmamg Commission's target of a minimum income . of Rs 100 per month for a family of five 
'in,/' 1975-76 would require other a change in. the pattern of income distribution or a rate of growth substan 
tiallyhigher than that envisaged in the long-term .projections given in the Third Plan document. 

‘ '.’ Considering the rates of growth achieved in the past, it is clearly unrealistic to assume a higher rate 
of growth for the Fourth and Fifth Plans than that envisaged in i the long-term projections. Even to realise 
' tfhis- growth rale would call for a stupendous effort, . ' 

If, however, the pattern of distribution of income could be changed so that the share, of the poorest 
20 per cent of the population in aggregate consumption *was raised from about 7.9 per cent in 1961-62 to $).S 
per cent in 1975-76, the Ipng-term rate of growth envisaged in the Third Plan could yifld an Overage annual 
income of Rs 1,000 per family for I this stratum of the population in 1975*76. , 


^©PRESSING the planning forum 
of a Bombay College on October 
3, 1963 Shriman Narayan is report¬ 
ed to have said that the planners 
had, lor the first time, adopted the 
target'of ensuring a minimum level 
Of earning capacity to the people so 
that they could . have a minimum 
standard of living, “ft -would be our 
earnest attempt”, he added, “to plan 
,ih such a fashion that no family in 
this country should earn less than 
Rs 100 per month by the end of 
tlie Fifth Plan”. Since the speaker 
is a senior member of the Planning 
Commission, ’ the above pronounce¬ 
ment may be considered an autho¬ 
ritative statement of the goal set for 
the Perspective Plan (1961-75). It 
may be recalled that in the. Third 
Plan document it had been stated 
that “in the course of the next three 
years it is proposed to devote sub¬ 
stantial resources to the preparation 
of an over-till plan of development 
cohering the period upto the end of 
the Fifth Plan". It seems that the 
work on the Perspective Plan has 
progressed to the stage of setting 
the major. ovBr-a 11 target for it. 

It ia very appropriate to think 
and plan in terms of an assured 
minimum income for all. The target 
of a minimum.of Rs 100 per month 
for a family of five at the end of 
1975-76 is by no means modest, 
though' Shrimanji, very modestly, 
described it so. It means that, in 
about 12 years, fhe hundreds of 
millions of agricultural workers, 
landless and .land-poor peasants, 
artisans, unskilled and casual "work¬ 
ers, etc, would be able to afford a 
level of living comparable to that 
of a Central Government p0on to- 
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compared to the vast numbers in the 
poorer strata. No one expects pover¬ 
ty to be abolished in India by, 1975- 
76; it would be a great step for¬ 
ward if even misery, in the sense of 
lack of barest necessities of life, 
could Be banished 'by that date. An 
assured minimum income of Rs 100 
per month for all families, if sup¬ 
plemented by a reasonable expan¬ 
sion of social services, would go a 
long way towards-abolishing misery. 
Clearly it would be a great achieve, 
ment if the target is realised. 

Long-term Projections 

This target, however, does not 
seem to be feasible on the basis' of 
the long-term .projections given in 
the Third Plan document. In the 
chapter on “Long-Term Develop¬ 
ment”, it has been stated that “at 
1960-61 prices, the national income 
should raise from about Rs 14.500 
crores at the end of the Second Plan 
to about Rs 19,000 crores at the end 
of the Third Plan, about Rs 25,000 
crores at the end of the Fourth and 
about Rs 33,000 to 34,000 crores 
at the end of the Fifth Plan”. This 
order of growth cannot yield a mini-, 
mum familv income of Rs 100 ner 
month by 1975-76 except on rather 
unrealistic assumptions regarding 
the distribution of personal income. 
The argument is presented below. 

The first step in the exercise is 
to estimate the- gross national pro¬ 
duct (GNP) corresponding to the 
■anticipated national income of Rs 
34,000 crores in 1975-76. 

The' Central Statistical Organisa¬ 
tion (CSO) has estimated the 1960- 
61 net national product at factor 
cost (national income) at Rs 14.160 


day. The peon, though very low paid crores and the net national product 
compared ,to officers or even clerks,' . at market prices -(NNP) at Rs 
-- in quite affluent circumstances 15,350 drores 1 ; The latter is 108.4 


is 


per cent of the former. Op the as¬ 
sumption of constant 1960-61 prices 
and costs, the two must grow at the 
same rate, that is the 1960-61 rela¬ 
tionship between the two must don- 
tinue to hold good- On this basis, 
the NNP corresponding to the natio¬ 
nal income of Rs 34,000 crores In 
1975-76' works out to Rs 36,8$6 . 
crores. 

, Capital Consumption 

fhe CSO has estimated capital 
consumption in 1960-61 at Rs 918 
crores* This is most probably an 
over-estimate but, no. other esti¬ 
mate being available, may be adopt¬ 
ed. In the Third Plan document ag¬ 
gregate net investment over the 
Third, Fourth and the Filth Plan 
periods has been estimated at Rs 
52,500 crores 8 . On the assumption 
that the structure of investment In 
the Fourth and the Fifth Plan would 
be broadly the same as in the Third 
Plan, about one-third of the above 
amount, j e R 9 17,500 crores, may 
be accounted for by plant and equip¬ 
ment and the balance, i e Rs 35,000. 
crores, by construction. If capital 
consumption is allowed on plant 
and equipment at 5 per cent per 
annum and* on other assets at 2 per 
cent per annum, the increase in 
capital consumption allowances con¬ 
sequent on the R« 52,500 crores in¬ 
crease in the stock of real capital 
would amount to Rs 1.575 crores. 
Adding this to the estimated capital 
consumption in 1960-61, the esti¬ 
mate for 1975r76 works out to Rs 
2,487 crores. 

The estimated caDital consump¬ 
tion allowance of Rs 2.487 crores 
added to the estimated NNP of Rs 
36,856 crora yields Rs 39,343 crores 
as the estimated GNP in 1975-76. 
As the above calculations are voces-. 
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qatily very rough, the amount may 
t>e rounded to Rs 40,000 crores. 

The next step is to work out the 
structure of GNP in 1975-76 on the 
basis of data provided in the Third 
Plan document and in the CSO 
National Income Estimates. 

In the. Third Plan document, net 


investment in 1975*76 has been esti¬ 
mated at 19-20 per cent of national 
income. At 20 per cent of the esti* 
mated national income of Re 34,000 
crores, it will work out to Rs 6,800 
crores. Adding this to the estimated 
Rs 2,487 crores of capital consump¬ 
tion, gross capital formation would 
amount to Rs 9,287 crores. This 


works out to about 23 per cuti pf 
the estimated GNP in 1975-76. ' 

As against the estimated net In¬ 
vestment of 19-20 per cent of natio¬ 
nal income, domestic saving in 
1975-76 has been estimated in die 
Third Plan document at 18-19 per 
cent of national income. The gap 
of 1 per cent of national income 
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or by connection at Karachi. 


JAPAN 
® AIR 


For reservations 
see your travel agent 
or JAL at 


35A, Chowringhee Road. 

Calcutta 
Telephone : 23-7811 

32, Rampart Row, Bombay 

Jeewan Vihar, 
Parliament Street, New Delhi 


JAL Hostess 
Tsukiko Yamazaki 
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set inflow of 
Funds. This will work out to a slight¬ 
ly lower percentage in terms of 
GNP. For the purpose of the pre¬ 
sent rough exercise, the import sur¬ 
plus may be taken at 1 per cent of 
GNP. 

Public Consumption 

There has been a considerable in¬ 
crease in public consumption, i e, 
government purchase of goods and 
services for current purposes, since 
1950-51. The data are presented 
below: 


mum, it fluty he assumed that cur¬ 
rent expenditure bn civil adminis¬ 
tration would roe to about 8 per 
cent of GNP by 1975-76. 

Adding defence and civil expen¬ 
diture, the total public consumption 
would work out to 12 per cent of 
GNP in 1975-76 as against 7 per 
cent in 1960-61. 

Structure of GNP 
It foliows that the structure of 
GNP in 1975-76 may be anticipated 
as under: 

Per Cent of G N P 


(Rs Crates) 
1950-51 1960-61 


(1) 

National income 

9,530 

14,160 

(2) 

Indirect taxes leu 



subsidies 

500 

1,190 

(3) 

N N P (1+2) 

10,030 

15,350 

(4) 

Capital 




consumption 

640 

910 

(3) 

GNP (3+4) 

10,670 

16,260 

(6) 

De.ence 




expenditure 

188 

297 

(7) 

6 as % of 5 

1.70 1.80 

(8) 

Civil 




Administration 

37! 

839 

(9) 

8 as % of 5 

3.50 5.20 

(10) 

Aggregate public 




consumption 




(6+8) 

559 

1,136 

(11) 

10 as % of 5 

5.20 7.00 


Defence expenditure as a per¬ 
centage of GNP showed a very mar¬ 
ginal increase between 1950-51 and 
1960-61. The percentage increased 
from 1.7 in 1950-51 to 1.8 in 1960- 
61. Since the Emergency, however, 
defence expenditure has been ex¬ 
panding fast. The net budget pro¬ 
vision in the current year stands at 
Rs 867 crores. It is not possible to 
project defence expenditure with 
any degree of assurance. For the 
purpose of the present exercise it 
may be assumed to double in 
the next 12 years, rising to about 
Rs 1600 erores in 1975-76. This 
would be 4 per cent of the estimat¬ 
ed GNP. 

The current expenditure on civil 
administration increased from 5.5 
per cent of GNP in 1950-51 to 5.2 
per cent of GNP in 1960-61. The 
trend is likely to continue. The 
country has yet to go a long way 
in the matter of creating an ade¬ 
quate system of social services — 
education and health, sports and re¬ 
creation, social security and welfare, 
etc. If the minimum basic needs of 
the poorer strata have to be met, 
improved personal consumption will 
need to be supplemented by expand¬ 
ed public consumption. As a mini¬ 


(1) Cross domestic capital 
formation 

23 

(2) Export surplus 

(-) 1 

(3) Public consumption 

12 

(4) Personal consumption 

66 

(5) G N P 

100 


At 66 per cent of G N P, the 
aggregate personal consumption in 
1975-76 would amount to Rs 26,400 
crores. 

An attempt may now be made to 
work out, on the assumption of the 
existing distribution pattern, the 
average personal consumption ex¬ 
penditure among the poorest 10 per 
cent and the poorest 20 per cent of 
the households in 1975-76. This 
requires sufficient knowledge of the 
existing distribution pattern. Un¬ 
fortunately the available informa¬ 
tion is neither very adequate nor 
very reliable. The latest on the 
subject has been the August 26 
statement of the Minister of Plan¬ 
ning in the Lok Sabha. The state¬ 
ment is based on the findings of the 
17th round of the National Sample 
Survey (N S S) for the period Sep¬ 
tember 1961 to August 1962. A 
major weakness of the data pre¬ 
sented in the statement is that these 
lead to an estimate of aggregate 
personal consumption that is short 
of the estimate based on the data 
presented in the Third Plan docu¬ 
ment and the C S 0 national income 
estimates by a wide margin. 

NSS and CSO Data 

According to the NSS data, per 
capita daily consumer expenditure, 
averaged 70 nP for the total rural 
population and 101 nP for the total 
urban population. According to 
the 1961 census, the rural popula¬ 
tion numbered 359.77 million and 
the urban population 78.84 million. 
On the basis of daily average of 70 
nP per capita, the annual consump¬ 
tion expenditure for the total rural 
population works out to Rs 9,102 


cnore*. The estimate Jor the total 
urban population on the baaift 
of daily average of 101 aP 
per capita, works out tp R* 2,906 
erores. The amount for the entire 
population adds up to R# 12,098 
erores. 

The national income estimates by 
tite CSO, however, yield consider¬ 
ably higher estimates of aggregate 
personal consumption for 1960-61 
and 1961-62. In arriving at these 
estimates, the estimate of Rs 1,600 
erores of net investment in 1960-61 
given in the Third Plan document 
(p 59) has been adopted. In the 
absence of any estimate for 1961-62, 
in lino with the normal expectation 
in regard to the first year’s perfor¬ 
mance, it has been assumed that 
net investment in this year would 
be about one-sixth of the total for 
the Third Plan period. On this 
basis net investment in 1961-62 has 
been taken as Rs 1,700 erores. The 
estimates are presented below: 

(Rs Crores) 

_ 1960-61 i961 -62 

(1) Net national 

product at 

market price 15,350 15,910 

(2) Export surplus (-J420 (-)290 

(3) Net domestic 

capital formation 1.600 1.700 

(4) Public consumption 1,136 1,294 

(5) Personal 

consumption 13,034 13,206 

(I-2-3-4) 

The above estimate of aggregate 
personal consumption in 1961-62 
is higher by about Rs 1,100 crores 
than the estimate worked out on the 
basis of the NSS data. 

It is common, for well known rea¬ 
sons, for the people in the upper 
income brackets to understate their 
inroxne and expenditure. It seems 
that the NSS data also reflect this 
bias. Thai the NSS estimates of 
the national average per capita daily 
expenditure are on the low side is. 
perhaps, mainly due to this. It is 
also on account of this bias that 
the NSS data, perhaps, somewhat 
understate the degree of inequality 
in living standards. That the aver¬ 
age per capita consumer spending 
of the richest 10 per cent of the 
population should be less than 9 
times as high in the urban areas 
and only 6J times as high in the 
rural areas as that of the poorest 10 
per cent of the population seems a 
little too good and at variance with 
common observation. 
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I* view of thegheve, in the' pre- 
mum -exercise, • In working out the 
percentage share -of the poorest 10 
per cent, and the poorest 20 per 
«ent in the aggregate consumption, 
'Only a partial use of the NSS data 
had been made.. Total consumer ex¬ 
penditure of the poorest 10 .per 
cent, and the poorest 20 per cent, 
of the population in 1961-62 is- esti¬ 


mated- on , the bahia -of-thfe -popula¬ 
tion . figures d the 1961 census and 
the per capita daily consumer ex¬ 
penditure figures yielded by the 
NSS 17th round; (September 1961 
to August 1962). Aggregate perso, 
nal consumption in 2961-62'is taken 
as estimated above on the basis of 
,the CSO national income estimates. 
On this basis the percentage ac¬ 


counted for by «acfc gfofip-W *r<ft4F- 

ed out. ■ - ■ • ./' *- - 

According to the NSS- data, ^tfce 
poorest, 10 per cent, of tbie rtu*l 
population bad an " averitge dally ' 
per capita consumer expenditure of 
27 nP, This works but to Rs 9&.9S 
per annum. Ten pec cent of the rural 
population wbuld be ‘ '33,977,000 
persons.. Their total consumer ex- 
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BRAHMAPUTRA 
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By day and by. night, with deafening roar and rattle, goods and passenger 
, trains hurtle across the new Brahmaputra Bridge, connecting Amingaon 
and Pandu. When on 7th June 1963, Prime Minister Nehru formally 
opened the Saraighat Bridge, wholly Indian in design and execution, it 
marked the culmination of a plan first thought of in 1910. 

Work commenced in November 1958, and it took-Rs. 10.6 crores and 
nearly four years of round-the-clock effort to throw the bridge across the 
mighty and turbulent Brahmaputra. 

When the first goods train travelled over the bridge on 31st October 1962, 
it heralded a new era in the fast-developing economy of north-eastern 
India. For the first time, an all-rafl-cum-road link was established between, 
the tea gardens and the oilfields of Assam and the rest of the country. 

No less than 4-2 million cubic feet of concrete, 40,000 tons of cement and 
14,000 tons of steel were used to build the 10-span, two-tier bridge with 
a roadway oft top and rail tracks below. Of about 11,000 tons of vital 
mild and high tensile steel required to build the girders of the bridge, 
about j$0 per cent came from- the steel works at Jamshedpur. This is yet 
another example of Tata Steel in the service of the nation. 
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GIVE FREELY TO THE 

NATIONAL DEFENCE FUND 


TATA STEEL 

• This Tm Iron «nd Stwl Cvbipsrty LimttM 
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woirlaput j» R« 3S4iS 
crwes. The’NiS figure forthe poor¬ 
est 10 per cent at the urban popu- 
l«iau' U 33 nP par capitaper day. 
thk gives' Rs 12045 per annum, 
3T«t» per cent of.tke urban 'popular 
Oon would be 7,884,000 persons'. 
TheSr aggregate consumer expendi¬ 
ture wotjks out to Rs 95,0 croreg. 
The amount lor both the, rural and 
tbe urban poorest 10 per cent ol 
the population adds up to Rs 449.5 ‘ 
Crone. This is 3.4 per cent o| the 
aggregate personal .-consumption 
estimated at .about Re 13,200 crores 
for, 1961-62. 

The NSS figure for the poorest 
2p per cent of the rural population 
U 31 nP. The annual expenditure 
per capita works out to Rs 113.15. 
The total annual expenditure for 
the entire group cpmes to Rs 814.1 
crores. The figure for the poorest 
20 per cent of the urban population 
is 40 nP. This is Rs 146 per annum. 
The total annual expenditure for 
the entire urban group works out 
to Rs 230.2 crores. The amount for 
both the rural and the urban 20 
per cent of the population adds up 
to Rs 1,044.3 crores. This is 7.91 per 
cent' of the estimated aggregate per¬ 
sona) consumption. 

Too Ambllious 

On the assumption of die exist¬ 
ing distribution pattern, the consu¬ 
mer expenditure of the poorest 10 
per cent of the population in 1975- 
76 would work out to Rs 897.6 
crores and that of the poorest 20 

f er cent to Rs 2,088.2 crores. .The 
hird Plan document has estimated 
•total population at the close of the 
Fifth Plan period at 625 million. In 
terms of ,an average family of five,, 
this means 125 million families. The 
poorest 10 per cent would number 
12.5 million families and the poor¬ 
est ,20 per cent 25 million families. 
The average consumer expenditure 
per family per annum- would work 
out -to Rs 718 for the poorest 10 . 
per cent and to Rs 835 for the poor¬ 
est 20 per cent. 

In no country in' the poorest 10 
or 20 per cent of the population, 
taken as a group, do any significant 
saving. Their income more or less 
equals their consumption. The long¬ 
term development as envisaged in 
the Third Plan document'may, there- 
fore, be taken to* imply average 
annual income!, in 1975-76 of only 
Rs 718 In the case of the poors* 


. 10 per «aot sod only Rs. 835. in. 
the case of po or est 2V per cent of 
the families. This works out tp otjly 
.about Ha 60 and Rs 70 par month 
for the two groups, respectively. This 
is nowhere near the target of an 
assured minimum family income of 
Rs 100 per month. * 

On the basis of the NSS data, 
the consumer expenditure lor the 
poorest 10 per cent of the popu¬ 
lation numbering 43,861,000 pen 
sons was estimated above at Rs 
449.4 crores for 1961-62. This works - 
out to Rs 102.5 .per capita or Rs 
, 512,5 for a familyof five. The esti-. 
mated increase in the average fami¬ 
ly income of this group to Rs 718 
in 1975-76 would mean an improve¬ 
ment of only 40 per cent as against 
that of 134 -per cent required to 
achieve an average annual family 
income of Rs 1,200. 

Even if the minimum income tar¬ 
get is interpreted to mean average 
family income of Rs 1,200 per an¬ 
num for the poorest 20 per pent of. 
the population (which Would imply 
large numbers below, this level of 
family income),' the short-fall im¬ 
plied in the envisaged long-term 
development outlined in the Third 
Plan document still remains very 
large. On the basis of the NSiS data, 
the average consumer expenditure 
of the poorest 20 per cent of the - 
population works out to Rs 119 per 
capita or. Rs 595 for a family of 
five in 1961-62. The estimated 
increase in the average family in¬ 
come of this group to Rs 835 in 
1975-76 would mean an improve¬ 
ment of only 40 per cent as against 
the improvement of a little over 100 
per cent required to achieve an - 
average family income, of Rs 1.200 
per annum.' 

Higher Growth Rate -Necessary 

The plain fact is that if the d**’ 
tribution pattern remains unchan¬ 
ged, the Rs 1,200 per annum target 
for 1975-76 would require a very 
much higher rate of growth than 
envisaged in the Third Plan docu¬ 
ment. Would it he realistio to as¬ 
sume a great speed-up in economic 
development? Economic growth 
over the first half of the Third Plan 
period does not warrant any such 
Optimism. In fact there is . every 
likelihood now of a considerable 
short-fall in the realisation of the 
Third Plan target for national in- 
ooma. 


The national income target ol 
ft* 19,000 crores in 1963-66 : at. 
1960-61 prices v^as based on (he , 
assumption that national income 
was Ks 14,500 crores in the, base 
year arid that it would grow by 
about 31 per cent over the five year 
' period. Actually the national in¬ 
come ifi -1960-61 turned outdo be 
Rs 14,160 crores i e lower by .Rs 
340 crores compared to the -figure 
assumed in the Third Plan. If the 
short-fajl in the base year is to be 
made good, national income over 
the Third Plan period must grow 
by 34.2 per cent as against 31 pier 
cent' anticipated in the Third flan 
■document. This works out to- a- 
cumulative annual rate of a little. • 
over 6 per cent, The actual rate of 
growth during the, first two years 
has-been less than half this rate. It 
seems unlikely that over the Third 
Plan period, national income will , 
grow-byt more than 25 per cent gi 
so. Thu would give a total of 
about Rs 17,700 crores ak against 
the target of Re 19,000.crores. - 

V'< ‘ ' 

It will not be easy even to make ' 
up this shortfall during the next 
two plan periods. In the long-term ( 
projections given in the Third Plan . 
document,; national income wae en¬ 
visaged to grow over the Fourth" and 
the Fifth Plan periods • from Rs 
19,000 crorCs to Rs34,000 crores, 1 “ 

1 e, by 79 per cent. This Wiorka 
out to a cumulative annual /ate of 
growth of about ,6 per cent. If the 
likely shortfall in the Third Plan ( 
period is to be made good, the, rate 
of growth would need to be some¬ 
what higher. This rate is very much 
higher than those experienced so. 
far. Over the First Plan period 
national income in real terms in¬ 
creased-by 18.5 per cent, a cumula j 
tive annual rate of 3.5 per cent. 
Over the Second Plan period, natio¬ 
nal income increased by 21.6 per 
cent, a cumulative annual rate of 4 
per cent. In the Third Plan period, 
the increase in national income is *, 
unlikely \o exceed 25' per cent, i e, 
an annual rate of about 4.5 per 
cent. The climb to 6 per cent 
annual rate of growth - 6yer the 
next two Plan periods wopMsOpt be 
an easy ascent. It would 
stupendous effort to loosen 
of thy present formidable constraints 
on economic growth. Siich an 
effort is nowhere irv the offing. A 
thorough, objective and scientific 
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VISION— of the Government of India to plan for the manufacture of machine tools in the Public Sector to meet the 
industrial needs for “Machines that make machines". COURAGE—to go into the manufacture of machine tools against 
the opinion of experts who considered the project economically unsound and doubted the ability of the Indian worker to 
acquire the necessary skill. DYNAMISM— of the workers and management of HMT whose resolution and hard work made 
such an unparalleled success of the two machine tool factories and the high precision watch factory at Jalahalll, and their 
continued determination to gift the nation a new factory every year. 

On the 23rd October 1963 the Prime Mlniater opened another HMT Factory, a Public Sector project at Pinjore, 
the third in a aeries of ten machine tool factories planned as a part of the HMTcomplex to be completed by 1979. 


HINDUSTAN MACHINE TOOLS LTO. 
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analysis of those constraints is > 
oopdition precedent to such an 
effort. Such an analysis, however, 
is. yet to materialise. As it is, it 
-would he airy optimism to bank on 
a higher rate of growth than that 
envisaged in the long term projec¬ 
tions. Let it first be demonstrated 
that the economy can, and shall 
grow, at least at the rate envisaged 
in the Third Plan document. 

if it is considered unrealistic to 
assume a rate of growth higher than 
that envisaged in the Third Plan 
document, a possible way to improve 
expectations regarding the average , 
annual family income of the poorest 
strata would be to plan for greater 
equality in income and consumption 
distribution. If, for instance, the 
share of the poorest 20 per cent in 
aggregate personal consumption 
could be raised from 7.91 per cent 
as at present to about 9.5 per cent 
in 1975-76, the total consumption of 
this group would work out to about 
Rs 25,080 crores, i e an average of 
about Rs 1,000 per annum per 
family. This much improvement in 
the distribution pattern would not 
be an easy task either. There are 
formidable political, administrative 
and other difficulties in the way of 
the pursuit of egalitarianism. And 
some of these difficulties have tended 
to grow rather than weaken in re¬ 
cent years. The above order of 
improvement in the distribution 
pattern would not, however, be im¬ 
possible provided measures for this 
are carefully thought out and effec¬ 
tively implemented. 
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on development would be required 
even to realise the rate of growth 
envisaged in these projections. 

(4) if the existing distribution 
pattern could be improved to the 
extent of rawing the share of the 
poorest 20 per cent of the population 
in aggregate consumption from the 
estimated 7.91 per cent in 1961-62 
to about 9.5 per cent in 1975-76, 
the long-term rate of growth envis¬ 
aged in the Third Plan document 
would yield the poorest 20 per cent 
of the population an average annual 


income in that year of about Rs 
1,000 for a family of five. 

It would he legitimate, to assume 
that before the Planning Commission 
accepted and announced the target 
of Rs 100 per month as the mini¬ 
mum family income by 1975-76, 
they must have undertaken the 
necessary studies to satisfy them¬ 
selves about its feasibility and to 
work out its implications. In order 
to carry conviction, there is need for 
the Hanning Commission to be a 
little more communicative on the 



n towards progress ... 


India Steamship Co., Ltd., ha* 
a steady record of progress... 
Since Independence, its ton¬ 
nage has increased from about 
85,006 D.W. tons to over 
200,000 D.W. tons—more tom 
nage being still on order. 

Its services are alto extending 
to various trade routes. After 
initial consolidation in the 
(ndia-U.K.-Continent trade— 
the Company entered the 
lndo-Soviet service to the 
Russian Black Sea porta in 


1956 and later to Rumanian 
porta. In 1959 the Company 
forged atill another link in the 
overaeu with South America, 
and in 1960 it extended its 
service to Poland. 

Their experience and reputa¬ 
tion for fast, efficient and 
dependable service built on the 
personal care given by their 
experienced officers and crew 
to the cargo entrusted to them, 
have earned them the goodwill 
of their customers. 


SHIP 

BY INDUS ITIAMSHW COMPANY 
MPUTED KM (TS CAftOO CAM. IFHCIENCT, DEPENDABILITY, 
SPEED AND MODERN SHIPS BUILT TO SUIT THE NEEDS OP THE TRADE 

★ 

BY SHIPPING WITH INDIA STEAMSHIP COMPANY, 

YOU WILL ALSO HILP TO CONSMVB POMION 
BXCHAMOe POH ININA 


Conclusion* 

The following conclusions emerge: 

(1) It is very appropriate to 
think and plan in terms of an as¬ 
sured minimum family income or 
consumption for all. 

(2) The target of a minimum in¬ 
come of Rs 100 per month for a 
family of five reported to have been 
set by the Planning Commission for 
1975-76 is far too optimistic in re¬ 
lation to the existing distribution 
pattern and the rate of growth en¬ 
visaged in the long term projections 
given in the Third Plan document. 

(3) As things stand at present, 
it would be unrealistic to assume a 
higher rate of growth than that en¬ 
visaged in the long term projections. 
A stupendous effort based on proper 
analysis of the existing constraints 



INDIA STEAMSHIP CO., LTD. 

"IRBIA STEAMSHIP HOiSE" ^ 

SI. OLD COURT HOUSE STREET, CALCUTTA-1 

MmiN Atmti 

LIONEL EDWARDS (PRIVATE > LIMITED 
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subject -A cotivittCbtg programme 
’ for. speeding up econoaic growth 
and leveliina up income, distribution 


and levelling up income distribution 
with a view to reaching out to even 
,Rs 1,000 per annum as the average 
family income in 1975-76 of the 
poorest 20 per cent of the popuhi; 


. don would, create a. haw climate and 
a new interest, in planning in dm 
country. It would transform the 
Perspective Plan into the grand de¬ 
sign of a great popular battle and 
the minimum income, target into an 
inspiring battle cry. 
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Role of the CIA in American Foreign Policy 


B Maheshwari 


Nothing succeeds like success. On the occasions when U has manifestly Jailed in its mission, the U S 
Central Intelligence Agency has attracted severe criticism, though on. other occasions when it has been 
successful it has been applauded for activities which are , in principle, far outside the scope of an intelligence 
agency , and which, in practice , have the gravest implications for U S foreign relations. 

Its successes and failures apart, the fundamental question raised by a study of the functioning of the CIA 
is whether an intelligence agency should be allowed to formulate and execute high policy. The British answer 
to this question has been that the acquisition, interpretation and utilisation of intelligence are three distinct 
functions and should be the responsibility of different agencies. 

The V S experience with the CIA underscores the . wisdom of this view. The operational role of the 
CIA is dangerous. Moreover, the existence of this “stale within a stale", unaccountable and uncontrolled, and 
its active and often independent involvement in foreign policy may lead to a situation in which the nature 
of U S democracy, the powers of the Congress and the President and the effectiveness of public opinion, are 
all fundamentally affected. 


'J'HE Central Intelligence Agency 
is an organisation which is 
shrouded in mystery. Secrecy is its 
main principle in all respects — its 
planning, operations, personnel and 
budget. None, including the all¬ 
knowing Congress, knows for defi¬ 
nite the size of its budget, which is 
estimated on the lower side at 
$ 500 million and on the higher side 
at $ 5,000 to 8 6.0(H) million; or 
of its staff, which is supposed to he 
between 20.000 and 60.0(H). The CIA 
is all-pervasive and all comprehen¬ 
sive and hath its friends and foes 
are impresed by its capacity and 
coverage of the intelligence network. 
J Chernov in New Times (Moscow) 
of August I960, compared the CIA 
with the Nazi espionage set-up and 
admitted that it collected all types 
of information. Andrew' Tully’s 
‘•CIA: The Inside Story” (1962) is 
extremely readable and interesting, 
but at the same time apologetic and 
boastful of ihe record of the (JA. 
Describing the well-known CIA ex¬ 
ploit of the Berlin Tunnel, he says. 
“The CIA is equipped intellectu¬ 
ally, financially am) operationally 
to add more suecess lo its record 
(p 7)”. But as he himself admits, 
there is a debit side to this balance 
sheet; the CIA “lias committed 
blunders in both judgement and 
operations since its establishment 
and “sometimes its mistakes have 
been dangerous enough to threaten 
world peace (p 7)". Hansom Bald¬ 
win of the New York Times wrote 
in 1956 that CIA “encages in acti¬ 
vities that, unless carefully balanced 
and well executed, could lead to 
political, psychological and even 


military defeats and even to changes 
in our form of government". 

The importance of intelligence 
collection has heen recognised and 
accepted by the world since the days 
of Kautiiya. Adequate intelligence 
is essential in the world struggle of 
to-day and the CIA has a vital role 
to play in this sphere. But the 
trouble, arises when it attempts to 
cross the - legitimate limits of its 
activity and fails. There is much 
truth in the reported statement of 
the former CJA director. Allen 
Dulles, that “the only time the 
people pay attention to us is when 
we fall Hat on our face” and in 
recent years this has been rather 
more frequent. The U-2 episode 
and the Cuban invasion (196] ) 
were disastrous for world peace, for 
American foreign policy and also 
lor the CIA. which was then sub¬ 
jected to a sober and penetrating 
assessment. 

Rote us Kinjc-Maker 

There have been several other 
occasions when the CJA was found 
meddling in foreign affairs, but then 
American public opinion did not 
pay any heed because the CIA had 
achieved successful results, A brief 
enumeration of certain events will 
show that interference in the inter¬ 
nal affairs of other countries is an 
old habit of the CIA ; it has had 
no qualms about adopting such a 
course whenever, in its opinion, it 
was necessary to combat the forces 
of Communism. It is now widely 
known and publicised that the CIA 
played a key role in the overthrow 
of the Mossadeq Government in 
Iran in 1953. CIA strategy and 


dollars were behind the people’s 
revolt against him, and it has been 
active in the king-making since then. 
In 1954, the CIA caused the fall of 
Arhenz Guzman in Guatemala and 
the American people expressed their 
gratitude to the CIA for saving the 
Western hemisphere from the ‘Com¬ 
munist menace’. However, this 
proud record has many 'black 
entries', which landed the United 
States and her people in trouble. 
People with inside knowledge hold 
that the CIA was a potent factor in 
shaping the China policy of the U S 
and it provoked the Red Chinese to 
bombard the islands of Quemoy and 
Matsu during 1954-58, The CIA 
activities in supporting the opium- 
growing Chinese exiles in northern 
Burma resulted in the worsening of 
U S-Burmcsc relations. All this 
was. however, done without even the 
knowledge of the American Ambas¬ 
sador in Rangoon, who first issued 
an ‘unequivocal denial’ and later 
resigned because he had been ‘hood¬ 
winked’. It is also public know¬ 
ledge now that the CIA had its hand 
in the overthrow of the neutralist 
government of Souvanna Phounmn in 
Laos in 1960-61. This led to the 
Laotian crisis and later on, the four¬ 
teen-nation Geneva conference was 
left with no choice but to recommend 
appointment of Souvanna Phouma 
as premier and the I S accepted 
the plan of a neutral Laos, 

The trouble in such cases arises 
mainly out of what Andrew Tull? 
calls “the CIA’s traditional un¬ 
willingness to do business with any 
but the forces of the far Right”. It 
refused to do business with any 
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one,' except' those it considetod to 
.bo «ifil4BtIy anti-communist. In it* 
crusade agdnst Communism, itre- 
fuscd tb see any virtue in several 
•progressive, socialist, liberal and 
democratic movements in the world. 
Unfortunately, both the DulleS 
brothers, foster and. Allen, concur- 
• red in this' view and the CIA domi¬ 
nated the American .foreign policy 


w 


i. m Asia. Became of akiia.sttUuda, 
t din CIA has involved the American 
nation' with .dictorships of ' the 
wpmt types in different, countries, 
only because drew dictators appear-. 
ed to be staunch anti-communists. 
Unmindful of the people’s welfare, 
these CIA stooges prepared tlfe path 
for die ultimate victory of the com¬ 
munists. 


.. » 


- Twd of the wnnt mlBtsika >1 die /. 
Cl A -wet* ooramltted m 19$ and 
1961 — the U-2 flight and the Cuban i 
invasion. They were fatal mistakes , 
of judgement and operational‘<p;. 

? iniBStion and f rocked the world. 

he American .public got- a sudden 
jolt and several inquiries were of- ’ 
dered to find out what was wrong 
with • the CIA, When the Soviets. 
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work gives more strength 
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4 'tedught down the US tpf j>Um 
and cook the pilot aHve, the ‘CIA 
. made ridiculous attempt*. to, put up 
a coyer story that it,was a weather 
reconnaissance plane, Wise and. 
Boss in a book, “Ihe U-? Affair” 
have given a graphic picture hi. haw 
events moved during those days, and r 
|t indicates that the CIA was not 
i ^ prepared for such, an unexpected 
jolt. In other words, the. implics- 
tions and consequences erf. the flight 
were/not properly and throughly 
.. Considered. It was a mistake to , 
send a spy mission of such a na- 
’ ture bn the eve of a Summit con- - 
ference, and the CIA’s explanation 
that weather conditions determined 
•Powers' flight on that particular 
day is unconvincing and naive, 
particularly in the context or the 
complex cold war world, when all 
actions are boundto have thfelr long¬ 
term implications and consequen¬ 
ces for the foreign relations of a. 

‘ nation. 

The results of the U-2 flight were 
grim- It wreaked the Paris BUmmit; ‘ 
it intensified the cold war and 
created a general alarm in the 
world. The Camp David spirit va¬ 
nished and Moscow cancelled its 
invitation to President Eisenhower. 
It also lowered the prestige of U S, 
whose government was found telling 
lies, to the world. This was a seri¬ 
ous situation. Though the Senate 
Foreign Relations Committee ab¬ 
solved the CIA of responsibility for 
the U-2 inc'dent and thought that 
the responsibility appeared to rest 
with ‘political officers at the State 
Department and the White House’, 
yet it is obvious that the CIA’s 
action had precipitated the crisis. 

In April 1961, the CIA was 
again in the news, and this time, 
the trouble was much more serious. 
The CIA-master-minded invasion of 
Cuba had misfired and the US 
stood guilty of invasion before the 
World. This incident was also fol¬ 
lowed by the same pattern of cover- 
stories and lies, which were soon 
exposed by Fidel Castro, who pa-, 
raded the prisoners on TV and 
got out their stories for the world. 
Critxism- has since been abundant 
of the CIA action in Cuba apd the 
critics have discovered several loop¬ 
holes in the plan. It was the pro¬ 
duct of a series of mistakes com¬ 
mitted under the influence of over- 
, whelnvng'y optimistio reports. 
The CIA P fl id no heed to such ex- 
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pertebeervefs’ impreariqns as Sena¬ 
tor-elect C Pell, General -Hu?./ 

B Heater (retd) and Joteph Gordon,. 
•Hester and Gordon wrote in the New 
World Review that If the US mili¬ 
tary high Command went ahead 
with its plgn to imradeCuba, “we 
fear, disaster wij! result”. The 1 CIA 
is alleged to have meted opt -high¬ 
handed treatment to the Cubhn re¬ 
sistance fighters. It enlisted many 
Batistinos, and progressive Cuban 
leaders were kept locked up. 
CIA’s Choice of the Bay of Pigs, for 
/landing rebel force was also un¬ 
sound. It was a:swampy and isb- 
’ ated Bay, 90 miles southeast of Ha¬ 
vana, ’ ., 

The CIA, in this venture, had 
seized the broad responsibility for 
mfking policy which belonged to 
,thr State Department and declared 
war without the consent of the 
. Congress and command of the Pre¬ 
sident. Newsweek of May 8, 1961,, 
I pleaded that, "the truth, is that CIA 
begins no major mission . without 
clearing with the Secretary of De¬ 
fence, Secretary of State and the 
President himself”, but Fred J took 
of The Nation (June 24, 1961) 
disclosed that Presidertt Kennedy 
took his decision on the bhsis of 
misinformation that Castro’s “island 
empire” was ripe for revolution 
that the latent rebellion needed only 
a spark to ignite the whole set-up 
of communist government there. . 
The truth remains that in Cuba, 
CIA failed to grasp the realities of 
the situation. 

Defects in Organisation ■ 

A look at the past and present 
record of CIA raises a fundamental 
question of the basic philosoohy of 
the organisation of an intelligence' 
agency. Should intelligence and ope¬ 
rations be combined under ope roof 
and entrusted to an intelligence 
agency? To this the British have 
always given a clear ‘No’, They say 
that this prevents an objective ana¬ 
lysis of the intelligence collected 
and also leaves this agency free to 
collect whatever, intelligence it 
finds essential to bark and justify 
its own policy line. The acquisition, 
interpretation and use of intelli¬ 
gence are three different functions 
and should be done by different 
agencies. The pafa-military opera¬ 
tions of an intelligence agency may 
also be inconsistent with the princi¬ 
ples and objectives of foreign poli¬ 
cy, as Jaid down’ by the Foreign 
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Affairs Department of the govaem- 
meot. \.w , 

, The American experience indi¬ 
cates that there are definite dis¬ 
advantage* of getting intelligent* ' 
too close to policy. There have been 
several instances when the CIA 
agents set themselves up against the , 
officially accredited diplomatic mis¬ 
sion, A'nijhew- Tully has recorded / 
the incidents when in Laos the CIA . 
went against die' U S Ambassador - 
there. To quote him, ‘'Ambassador 
Smith (m Laos) charged that fils 
operation was being crossed by CIA 
men attached to his embassy, who 
are attempting to make U S policy - 
in Laos”, (p 214"). More recently 
such a CIArState Department cop-, 
flirt has attracted notice in South 
Vietnam, where U S Ambassador 
Lodge has found that the CIA agent 
was pursuing his own policy. The ' 
New York Times Correspondent from 
Saigon reported (October 4, 1963) 
that the Ambassador and CIA dif¬ 
fered on pokey in. South Vietnam. 
He further- added, “This is no( a 
problem of personalities, What is 
involved is in part the traditional 
relationship, somietmes of rivalry, 
between the State Department and 
the CIA. In part, it involves the 
problem of whether the UlA should , 
be primarily a straight intelligence 
network,, or have operative func- • 
tions; whether there should be se¬ 
parate chiefs for intelligence and 
operations”. . - / 

This is a significant controversy 
— crucial for not only American 
foreign policy but also for the en¬ 
tire world/simply because of the 
world-wide commitments of USA. 

It is interesting to.note, here that, 
even Allen Dulles, in his memo¬ 
randum dated April 25, 1947, had ' 
held that, “the CIA shqtlld have, 
nothing to do with policy. It should 
try to get at the hard facts on which 
others must determine policy”. It 
is startling: that it was under his 
direction that the CIA assumed role 
of policy maker. 

However,, a close look at the sta¬ 
tutory provisions about the CIA re¬ 
veals tfiat it has been vested with 
authority under which it is possible 
for it to undertake certain' opera- ., 
tions. The National Security Act 
(1947') charged CIA with specific) 
functions: > 

(1) To advise the NSC on in- . 

, telligence matters related to natio¬ 
nal security; 
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v (2) to make recommendations to 
the Owned for co-ordination of in¬ 
telligence activities of departments 
and agencies of the government} 

(3) to correlate and evaluate in¬ 
telligence and provide for its ap¬ 
propriate dissemination within the 
government; 

(4) to perform for the benefit of 
existing intelligence agencies such 
additional services as the NSC 
might determine could be more 
efficiently handled central.y; and 

(5) to perform other Junctions 
and duties relating to national se¬ 
curity intelligence as the NSC might 
direct (italics added). 

Thus, there seems to be implied 
scope for operations of the CIA in 
the “other functions and duties”. 
The direction by the NSC is bound 
to be general and can be interpret¬ 
ed for specific situations by the 
CIA chief himself. 

More significant than the statu¬ 
tory provisions is the potential of 
the CIA to influence tire formula¬ 
tion and even implementation of 
American foreign policy. The CIA 
is responsible to the President alone 
and the Congress does not exercise 
any control over it. A resolution 
was brought in the Senate after the 
Cuban incident (April 1961) for 
Congressional watch over the CIA. 
This could not go through. A s:mi- 
lar resolution by Senator Mansfield 
had been defeated by a 59 to 27 
vote in 1956. Besides, the CIA has 
an almost unlimited budget and its 
Director is the only executive in 
U S who can spend any amount of 
money without any audit. These 
dollars can be used to organise po- 
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am baaed on the information pro¬ 
vided by Hire *tXA ' wiffcb la tta* 
very well placed to influence the 
decisions. Intelligence is knowledge 
and knowledge is .power. It is diffi¬ 
cult for the members of the NSC, 
including the President, to verify 
the reports of the CIA. In this com¬ 
plicated world it is difficult for the 
chief executive to have his own eva¬ 
luation of the intelligence reports 
and hence the policy decisions are 
invariably based on the CIA’s facta 
which can be masterminded by the 
agency. 

, Besides this, there are certain 
gaps in foreign policy, which can 
be exploited by the CIA, Charles 
Edmundson, a former foreign ser¬ 
vice officer, wrote in 1959 that, 
“CIA is an activist group which 
steps in boldly to dictate foreign 
policy in areas not covered by de¬ 
cisions of Congress, the State De¬ 
partment or the White House.” 
(Quoted by the New Leader, May 
15, 1961). Thus, its large and world¬ 
wide network, its vast and unspeci¬ 
fied funds, its completely independ¬ 
ent and secret working and the im¬ 
portance of its information in poli¬ 
cy formulation undoubtedly make 
the CIA a very potent force in 
foreign policy and its influence is 
bound to persist. 

Proper Sphere of C I A 

Nobody denies the necessity of 
an intelligence agency because in¬ 
telligence is of profound import¬ 
ance to national security and only 
decisions based on knowledge can 
be expected to produce effective re¬ 
sults. It is also true that the CIA 
will coninue to influence American 


philosophy of the US. It is 
difficult a conceive of an un¬ 
controllable massive power in 
the system of 'checks and 
balanites'. The existence of what the 
New York Times (October 6, 1963) 
called “a state within a state”, and 
the continued participation by the 
CIA in fore.gn policy operations 
may lead to a situation where the 
nature of democracy, the powers of 
the Congress and President end the 
effectiveness of public opinion 
groups may be fundamentally af¬ 
fected. The actions of this ‘Fran¬ 
kenstein monster’ dominate the 
American system at home and Ame¬ 
rican prestige abroad. 

The proper job for the CIA is to 
gather all information available 
about a situation abroad, without 
getting involved in it. An independ¬ 
ent judgement of its intelligence 
estimates is also necessary. Besides, 
even if some form of Congressional 
control is not feasible in the inte¬ 
rests of secrecy, there should be 
strict Presidential control over it. 
The Taylor Committee (1961) had 
recommended, inter alia, that, “CIA 
should have no operational role in 
future major actions similar to the 
Cuban adventure, but should con¬ 
tinue its small scale, covert activi¬ 
ties”. This seems to be the gene¬ 
rally accepted view today. But it 
is difficult, if not impossible, in 
practice to draw a line between 
small-scale and large-scale opera¬ 
tions. It is difficult, therefore, ta 
disagree with the views of Fred J 
Cook (The Nation, June 24, 1961) 
that, “the CIA must be divested of 
its action or operational functions, 
and restricted to the sole function 


pular revolts against foreign gov¬ 
ernments or to influence them in se¬ 
veral other ways. The CIA repre¬ 
sents a tremendous power and un¬ 
accountability to any one. Any 
agency, as big and powerful and 
rich as the CIA, can exert a con¬ 
siderable influence on policy in any 
country. 

The. National Security Council is 
the highest body in U S to advise 
the President on foreign policy and 
the Director of the CIA is its mem¬ 
ber. One feature of every NSC meet¬ 
ing is a regular briefing by him. 
He gives a summary of important 
developments throughout the world 
with particular attention to those 
areas which are on the Council 
agenda that day. The NSC decisions 


foreign policy but even so its ope¬ 
rational role is not only unjustified 
hut is also harmful and dangerous. 
The foreign governments and peo¬ 
ples do not distinguish between the 
accredited diplomatic representa¬ 
tives of the United States, and CIA 
agents. Any action of these agents 
thus affects the relationship between 
U S and the foreign country involv¬ 
ed. 

Such a role of the CIA also cre¬ 
ates problems of coordination of 
foreign policy and puts the U S 
government in very embBrassing 
situation. The President and the 
Cabinef have to bear the blame for 
the CIA’s activities. This role of 
the CIA in foreign policy-making is 
inconsistent with the.: constitutional 


of gathering information for other 
agencies operating under customary 
constitutional safeguards”. That this 
is possible is indicated by Allan 
Evans (World Politics , October 
1959) who says that “There can 
grow a more continuous relation¬ 
ship of intelligence to policy, a 
relationship in which the two sides 
seek a running familiarity with 
each other’s needs and views and 
in which the contribution of in¬ 
telligence is cumulative and orga¬ 
nic”. This can be realised only 
when the CIA is made to act not 
as a ‘super foreign service’ Or ‘para¬ 
military organisation’ but as a team 
of investigators, researchers and 
analysts, disinterested in activist 
operations. 
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Makerere Conference on. Planning 


easily yaeademic economists 


The question was being faced conti 
nually at tkh Conference on the 
. Machinery of Planning . held last 
month at Makerere College, Kam¬ 
pala, Uganda. This was the first of 
a Wies of three conferences on 
■ public policy organised by the Uni- 
' vepsity of East 'Africa: the other 
’ two will be held tri Nairobi and 
in Dar-es-Salam.' The conference 
org&niscrs took the unusoa! step of 
putting economists next to politi¬ 
cians and civil servants, and asked 
, them to argue it out- The back¬ 
ground papers were contributed by 
, , economists, mainly* from outside 
Africa, though a number of very 
. able African economists took part 
■ In the discussion. The policy, makers 
, posed their questions, and the rest 
was free for all: I must confess 
that I .was expecting some rather 
- heated scenes, having had sortie pre¬ 
vious experience of what happens 
when determined policy-makers are 
1 confronted with tough-minded eco¬ 
nomists. I cannot say that there 
were no explosions at all (and to 
these I shall come presently), but 
by* arid large the temper of the 
conference was cool, and the dis¬ 
cussions much more calm than one 
would exDect . in the controversial 
field of the machinery of planning. 

This, was all the more remark¬ 
able because those present at the 
conference represented practically 
all possible political and economic 
views. The politicians present, a fair 
number of whom were Ministers in 
the Governments of Uganda. Kenya 
and Tanganyika (ahd, a little curi¬ 
ously. the Mini«ter of Lahour from 
Israel), were all rather determined 
men of convictions. and so were 
the economists present. Among the 
foreign economists there, were 
Thomas Galosh of Oxford. Paul 
Clark from the USA, Jan Drew- 
nowski from Poland (and Ghana), 
Ephraim Kidman from Israel, 
Jussi .Linnamo from Finland, Dud-, 
ley Seers from England (and the 
FconoiP’c Commission for' Africa), 
Takao Sasaki from Japan, George 
Skorov from the Soviet Union (and 
the UNESCO), and myself. I think 
ft is fair to say that nearly all the 
. foreign economists had strong (but 


. Amartya Komar 9m 

‘ different) view* about what kind 
of planning ,to have, and did not 
sound as if they were going to re¬ 
vise their view* shortly. The Afri- 
. can economists themselves fell into 
’ several well-defined groups. One 
got the general impression, how¬ 
ever, that most of them were social¬ 
ists, though the precise definition of 
socialism varied from person to 
person. The oolonial ties were ra¬ 
ther strongly felt -and equally 
strongly resented. The fact that 
most of the business was fit the 
hands of Asians (mostly of Indian 
origin) and Europeans, was also a 
sore punt. In short, most of the 
Africans present seemed to‘be ra¬ 
ther radical, keen on a change of 
the status quo. Gut there were 
' differences of views on how best to 
bring about the Required changes. 

Overpaid Administrators 
Thomas Balogh made a number 
of interesting. observations on edu¬ 
cational planning. There, was a 
great deal of excitement about 
Baloeh’s point that high-level ad¬ 
ministrators in Africa were grossly 
overpaid. Salary scales of this kind 
are aH right when thirty or forty 
administrators distributed justice 
over a vast territory, as in the colo¬ 
nial days. But with planned econo¬ 
mic development, this simply would 
not do. since the need is for a very 
much larger number of administra¬ 
tors, and they cannot ail be paid 
these' fantastic salaries. Balogh also 
outlined the need for paying higher 
salaries to men with technical know¬ 
ledge than to administrators. Skorov 
pointed out that this was bv and 
large the practice in the Soviet 
Union, and he discussed the pattern 
of relative wages in that country. 
But the assumption that top ad¬ 
ministrators are over-paid in Africa 
was challenged by one of the lop 
African administrators present. He 
argued that administration reamres 
a verv special kind of skill which 
should be duly rewarded. Adminis¬ 
trators, we learnt, also need more 
income to be efficient. The confer¬ 
ence discussed for a while whether 
■the administrator in question should 
have a motor car to come to office, 
and. Balogh tried to persuade him 
to use a hioycle! This, naturally, 
hit the headline* next morning, but 


in the newt-report the authorship of 
this benevolent suggestion wot 
placed on Nabwera, the Acting 
Secretary-General of KANU, who 
had also shared the sentiments, and 
Balogh did not get his due publi¬ 
city as a bicycle-promoter. 

Specialisation ntmi Diversification 

A question that generated a lot 
of discussion woe the relative im-' 
port an ce of industrialisation. Both 
Seen and I had emphasised the 
problem posed by die deteriorating 
terms of trade of primary goods, 
rind the difficulties they imply for. 
too heavy concentration on primary 
products, as some African econo¬ 
mies have today! It was clear that' 
Balogh did nOt share quite these 
fears, and drew our attention to 
difficulties in forecasting future 
terms of.trade, and basing any com 
elusions on such prognosis. P H 
Okondo, Chief of Transport Section 
of Economic Commission for Africa^ 
disagreed strongly with Balogh. 
Okondo also took Skorov to talk 
for expressing pleasure at an agree¬ 
ment between Cuba and the USSR 
whereby Cuba will exchange sugar 
for industrial products from the 
Soviet Unions rather than producing 
the industrial products herself, 
(There was later an interchange 
between Skorov and Seers on the 
precise impact of Soviet-Cuben rela¬ 
tionship on the market for Cuban 
sugar.) There was a fairly general 
discussion on the need for balan¬ 
cing advantages from specialisation 
arising both from difference in 
comparative cost s and from econo¬ 
mies of large scale, against the di*- 
advantages of greater uncertainty, 
the possibility of being over-influen¬ 
ced by short run factors, etc. All 
this cams in at a level of some 
abstraction, but on the more con¬ 
crete level the need for raising the 
share of industrial income in East 
Africa seemed to be very 'widely 
accepted. 

There was a lively discussion on 
monetary policies. Kleiman argued 
forcefully that the role of the mone¬ 
tary mechanism is usually over-em¬ 
phasised, and that it is not all that 
important for economic development. 
This, point was well taken, bpt it 
was felt that monetary policies were 
npt entirely Useless, so that the fact 
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that East Africa had no central bank 
made deliberate policy-making that 
much more difficult. Proposal* for 
a central bank and banking policies 
were considered. It was pointed out 
that the fact that the banks in East 
Africa were owned mainly by the 
British or the Indians, made it more 
imperative to set up a central bank 
to regulate the monetary mechanism 
in step with other vehicles of natio¬ 
nal planning. I The hahit of foreign- 
owned banks to invest a big part 
of the funds abroad also came in for 
some sharp criticism. 

Distrust of Devaluation 

There was a very short but ap¬ 
propriate discussion on foreign 
exchange problems, which is not 
acute in East Africa as yet, but may 
become acute as development plans 
start. Balogh made the point that the 
East Africans should not fear deva¬ 
luation unduly, since their export 
prices as well as their import prices 
were fixed largely in terms of fore¬ 
ign currency. This point, which 
was well made in economic terms, 
some of the participants found a tri¬ 
fle mystifying, but before the discus¬ 
sion on it could proceed very far, 
the topic changed. 

The discussion on the collection 
and use of statistics for planning 
was very interesting. This was illu- 
minatingly introduced by Paul Clark 
and ably followed up by Skorov. 
Seers found the attitude of the two 
a little too perfectionist, and attri¬ 
buted this to the over-cautious na¬ 
ture of the economists from the 
“rich, conservative countries, i e the 
U S A and the U S S R”, as opposed 
to those from poorer countries, such 
as Great Britain, from where reckless 
Seers comes ! 

Economic Integration of Africa 

There were many other points dis¬ 
cussed. Kleiman tackled the ques¬ 
tion of training planning staff, 
Drewnowski elaborated the general 
machinery of planning, Skorov em¬ 
phasised the regional aspect of deve¬ 
lopment, and there were several other 
points to which I cannot do justice 
in this short report, Altogeher the 
conference was very successful in 
covering in a general way the broad 
policy questions facing these three 
economic just about to launch a 
full-s^feult on the problem of 
underdevelopment. The more tech¬ 
nical pfllats were appropriately 
avoided, Or this was not a seminar 
for such discussion, But there was 


an interwtit^ ai^e of eeonomic 
wisdom and political aspirations, 
typified (for example) by the recur- 
rent appeal to greater economic and 
political integration between East 
African economies, and perhaps 
between all African economies at a 
later date, Swai, Minister for Deve¬ 
lopment Planning in Tanganyika 
(an ex-student of the Delhi School 
of Economics) raised the question 
on the very first day, and it cropped 
up again and again. The economic 
argument for such integration hap¬ 
pens to be strong, but what gave il 
the force it displayed was its very- 
understandable political appeal. 

While politics set the tone of eco¬ 
nomics, and the economists breath¬ 
ed down the neck of policy-makers, 
the discussions went on remarkably 


smoothly, The economist were more 
restrained than they usually are, 
but the bulk of the credii for the 
smoothness of everything goes to the 
civil servants and politicians. While 
many of them expressed a healthy 
scepticism of the economists’ argu¬ 
ments, they were on the whole very 
unassertive. The attitude of the Min¬ 
isters, in particular, was very sur¬ 
prising. They listened to other peo¬ 
ple’s arguments, waited for their 
turn to speak, and abstained from 
giving us personal reminiscences. 
Being used to Indian conditions, I 
found this tantalising. In fact I al¬ 
most harboured a suspicion that 
they were not Ministers at all! And 
if they really are, I wish they would 
tell their Indian counterparts what 
keeps them so abnormally normal. 
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Technical Correction Overdue 


Tbttr»4*y. Mamin* 


JJALAL STREET hit a new high 
^ last wepk but the going this time 
was extremely tough. It struggled 
hard to gain the small ground that 
it did and often panted for breath. 
And near the week-end, the market 
showed distinct signg of weariness 
though most counters were still 
quoted only a little below their 
best levels. 

Optimism feeds optimism and 
that is how the stock market has 
been moving up week after week. 
So far, Shri Krishnamachari has 
only made known his firm determi¬ 
nation to accelerate the economic 
and industrial tempo and also to 
revitalise the capital market. What 
concrete steps TTK will take to 
achieve the desired results is still 
a matter of speculation. It would 
be foolish to think that liberal cre¬ 
dit alone can do the trick. Nor can 
the psychology of confidence be 
developed through the magic of 
words. 

The current bull phase has been 
in progress for nearly three months. 
The rise that lias come about 
during this period has lifted the 
market to around pre-cmcrgcncy 
level and a few isolated counters 
have evrin crossed the 1962 high 
levels. The duration and the ampli¬ 
tude of the recent major bull phare 
warrant a sizeable technical correc¬ 
tion. Anything can touch off the 
process of technical adjustment. A 
technical reaction in a rising trend 
occurs in much the same manner 
as the safety valve of a steam boiler 
pops and relieves the pressure be¬ 
fore the factor of safety has been 
exceeded. 

The market is already beginning 
to feel somewhat uneasy because of 
reports about the massing of Pak¬ 
istani troops near the Kashmir 
cease-fire line. An open armed con¬ 
flict can seriously disturb the tem¬ 
per of the stock market. And once 
the mood changes, the magic of 
fluctuation can produce a sizeable 
correction wihch seems overdue. 
Needless to add that one can never 
be sure how the process of techni¬ 
cal adjustment will complete itself. 


Cotton 


Prices Beoede 


JAR11LA march which had touch- ££by ~ = 

ed a high of Rs 715.75 on industrv o{ ^ 
10th October was sold down to firing I ftt n yf*i 
Rs 699 on the 22nd and the latest country had ^ 
quotation is only a little higher harvest* in suca 
around Rs 703. The setback m he able to oebi* 
futures reflected the easier tendency f w cotton 

in the spot section whew prices came tr y w jjj ncc j to 
down by about Rs 20 to Rs 30 per ant j determined 
candy over the past fortnight or so. pr0( fo ct j o] 

Spot prices have turned easy main- - n g eng8 j j) eg y 
ly due to slack spinner inquiry; lher but 

sellers have continued to be reserv- j on ^ before the 
ed. With their stock position quite folly utilised 
comfortable, mills are inclined to declined by aboi 
go slow with fresh purchases a# the over ^ p(l3t , 
new crop is believed to be reason- has improved 
ably good with estimates varying business. Inquirie 
between 54 lakh and 58 lakh bales. u_ fpa J:i 
The quality of the crop is said to " m 

be good which has encouraged many Oilseeds 
market men to think that the size _ 
of the crop will also be large. While More Incentiv 
it is still too early to assess the Tft its desperate 
size of the crop with reasonable * exports of vr 
accuracy, the industry is assured of Delhi has libera 
ample supplies at prices below die scheme by pen 
previous season’s average even if import larger i 
imports are just around 6/7 Jakh ^d palm oil i 
kales. vegetable oils. 1 

Apart from the prospect of in- ment for crude 
creased flow of arrivals with the been raised from 
progress of the marketing season in for refined varie 
coming weeks and the somewhat per cent, for rai 
slack mill off-take, market senti- 20 to 60 pr cent, 
ment recently seems to have been from 25 to 70 j 
influenced by the report that the oil Commercial 
Indian Cotton Mills’ Federation 15 per cent and 
does not view with favour the idea tol 20 per cent, 
of building a buffer stock except cottonseed oil hai 
through supplies of important cot- under the incei 
ton. Indeed, with domestic produc- shippers are to I 
tion continuing to lag behind the of copra and p 
industry’s requirements, buffer stock per cent of the 
of indigenous cotton makes little cottonseed oil, cr 

sense, unless, of course, it is aimed incentive for d 

at boosting raw cotton prices which seed cake has ab 

are currently quoted nearer to the attractive, 

ceiling than the floor. 

Trading sentiment last week was ex P° rt * 

also unsettled by reports that the >" uch P 1 **.** 1 ™ 
Government is making a fresh at- J^e incentive scr 
tempt to secure one million bales because market 
of cotton from the U S under P L P®int to a fin 

480, The U S response so far has vegetable off pr: 

by no means been very encourag- past, the recent 


ins. But if Washington were to ac* ( 
code to India’s demand, it wilt be 
possible to build up a buffer Mock 
thereby assuring the cotton textile 
industry of sufficient supplies even 
during lean, years. Rarely has the 
country had more than two good 
harvest* in succession. In order to 
be able to achieve the Third Plan 
target for cotton textiles, the coun¬ 
try will need to make a sustained 
and determined effort to step up 
cotton production. Export business 
in Bengal Deshi is progressing ra¬ 
ther slowly but it should not be 
long before the present (quota is 
fully utilised. Deshi prices have 
declined by about Rs 2d per candy 
over the past week or two. This 
has improved chances of export 
business. Inquiries from Japan have 
been steadily increasing. 

Oilseeds 

Morw Incentives for Exports 

p its desperate anxiety to boost 
exports of vegetable oils. New 
Delhi has liberalised the incentive 
scheme by permitting shippers to 
import larger quantities of copra 
and palm oil against exports of 
vegetable oils. The import entitle¬ 
ment for crude groundnut off has 
been raised from 60 to 70 per cent, 
for refined variety from 70 to 80 
per cent, for raw linseed oil from 
20 to 60 pr cent, for double boiled 
from 25 to 70 per cent, for castor 
oil Commercial grade from 10 to 
15 per cent and for BS S front 15 
tfll 20 per cent. Export of crude 
cottonseed oil has also been brought 
under the incentive scheme and 
shippers are to be allowed imports 
of copra and palm oil up to 80 
per cent of the value of export 6f 
cottonseed oil, crude or refined. The 
incentive for decorticated cotton¬ 
seed cake has also been made more 
attractive. 

The export trade is naturally 
much pleased with the liberation of 
the incentive scheme, particularly 
because market conditions abroad 
point to a firmer tendency for 
vegetable off prices. Unlike in the 
past, the recent announcement of 
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further concessions to exporters 
here has not been followed by a 
setback in overseas prices. Neither 
Nigeria nor the Argentine has con¬ 
sidered it necessary to reduce its 
quotations for groundnut oil. In¬ 
creased Indian offerings in ground¬ 
nut oil have, however, made the 
overseas buyers somewhat cautious 
which was only to be ejroected. The 
export trade seems confident about 
selling substantial quantities of 
groundnut oil in due course of time. 
The outlook for linseed oil is not 
considered to be promising because 
of the continued wide disparity in 
Indian and overseas prices, the in- ' 
creased incentive notwithstanding. 
New Delhi’s policy allowing larger 
incentive for groundnut oil compar¬ 
ed to linseed oil is basically un¬ 
sound. In fact, there exists a strong 
case for according preferential treat¬ 
ment to linseed oil because it is 


less important from the point of 
view of indigenous consumption. 
Compared to linseed oil, export of 
an equivalent quantity of ground¬ 
nut oil has an exaggerated effect 
on the domestic price structure of 
vegetable oils. New Delhi’s decision 
extending the incentive scheme for 
crude cottonseed oil and treating it 
at par with refined oil is welcome 
and it should go a long way in en¬ 
couraging the growth of the domes¬ 
tic cottonseed crushing industry. 


The Real Need 

Other things remaining the same, 
large incentives will no doubt help 
to promote exports but the libe¬ 
ralisation of incentives from time to 
time hardly makes up a sound ex¬ 
port policy. It is unfortunate that 
no real effort has so far been made 
to strengthen the competitive posi¬ 
tion of Indian oils by improving 
facilities for bulk handling and 
storage. The organisational set up 
of the wport trade also needs to 
be strengthened. The Ministry for 
International Trade will be well- 
advieed to make a thorough study 
of the selling techniques adopted 
by different countries. In many 
countries exports are being chan¬ 
nelled through centralised agencies 
which can quickly adjust their 
marketing policy to suit the chang¬ 
ing needs of world markets. When 
exports have to be subsidized 
through various incentives, the in¬ 
centive scheme can be most econo¬ 
mically administered if the export 



his loom, ms 

sharp old eyes take ir> every detail, watch 
every thread The magic of his craft is a skill 
handed down from father to son-a skill that 
the Indian weaver has perfected 

It is difficult to imagine India without the hand- 
loom weaver, .for bandlooms are part of Our 
very life. Equally impossible is the thought of 
India without its leading bank. In cities, 
towns and villages throughout the land, the 
State Bank of India gives its customers 


prompt and 
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Aluminium Packaging keeps Dairy 
Products full-flavoured, fresh and 
uncontaminated right up to the 
consumer's table. 

Al Foil completely seals out light 
which causes rancidity in butter; 
retains the moisture balance in 
butter, cheese and margarine and 
prevents ‘freezer burn' when sto¬ 
rage in the frigidaire is necessary. 
That’s why dairy packagers choose 
AI Foil for product protection. 
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trade is bandied by some centralis¬ 
ed agency. 

Export houses reported fairly 
good business in groundnut extrac- 
dons. The U K was mentioned as 
the main buyer. Japan, also took a 
fair quantity. The Communist coun¬ 
tries have not yet emerged as big 
buyers presumably because the new 
trade agreements have still to be 
ratified. Notwithstanding improved 
supplies with the progress of the 
crushing season, exporters hope to 
be able to realise good priceg for 
groundnut extractions because of 
good overseas demand. Fairly good 
business was stated to have been 
put through in groundnut oil with 
the U K and Continent. Some busi¬ 
ness was also reported in ground¬ 
nut H P S, Business in castor oil 
was limited but export prospects 
should improve with the recent in¬ 
crease in the incentive. While lin¬ 
seed cake continues to be out of 
favour, export of cottonseed cake is 
being well-maintained. 

Prices Subdued 

While the export trade seems 
well-satisfied with tire recent 
liberalisation of incentives and it 
has welcomed the decision of 
the Kgrmahom Conference to 
reduce the freight rise from 12-J 
per cent to 10 per cent and 
also to offer an immediate rebate 
contract as a running alternative 
to the prevailing deferred rebate 




system, the oilseeds futures market 
has continued to display a rather 
subdued tendency- Fluctuations 
have been confined to a narrow 
range. Over the past fortnight or 
so, groundnut futures (January con¬ 
tract) have been moving up and 
down irregularly between Rs 219,62 
and Rs 217.37, castor . March be¬ 
tween Rs 166.25 and Rs 165 and 
linseed March between Rs 36,81 
and Rs 36.12, Cottonseed January 
have been hovering around 99 with¬ 
in a narrow range. Speculative, in¬ 
terest is centred mainly round, 
groundnut. In spite of improved e*f; 
port prospects, big speculators seeril 
reluctant to ‘bull’ the market on die 
argument that if the Forward Mar¬ 
kets Commission does not suitably 
revise the present ceiling of Rs 236 
in order to allow for the normal 
carry forward charges for the subse¬ 
quent contracts, the scope for a rise 
in the January contract would be 
limited. Besides, the crop movement 
is also likely to gather momentum 
shortly. There is something to be 
said for this line of reasoning, but 
the scope for any significant decline 
in groundnut prices from the cur¬ 
rent levet is limited. The market 
might keep a little subdued for a 
while but prices Tare bound to deve¬ 
lop an upward tendency because of 
tiie distinct improvement in the ex¬ 
port prospect due both to the more 
attractive export incentives and the 
firmer tendenfcy in world markets 
for vegetable oils and oilcakes. 


Business Notes 


Bombay Gas 


JJ0MBAY Gas has made out a fair 
rase before the Gas Advisory 
Committee for an adequate increase 
in the price of town gas. The Co¬ 
mmittee was appointed jn February 
last by the Government of Mahara¬ 
shtra following the Company’s 
representation on the serious deterio¬ 
ration in its financial position. 

For the first time after 17 years, 
the Company had to pass over the 

dividend for 1962. It paid a divi¬ 
dend of 6.5 per cent gross for the 
years 1959 and I960 and 5 per 
cent gross for the year 1961. Even 
for the lower dividend for 1961, it 
had to draw from its General Re¬ 
serve. In the year 1962, the Com¬ 
pany incurred a net loss of about 
Rs'60.000 even with the advantages 
of an income of Rs 1.33 iakhs from 


the Company hag stated that there 
-are other '$(&; also wilich conti¬ 
nue to causa financiatioss to the 
Company. fW Compahy s often re¬ 
ceives a shorter supply of. coal than 
it has paid for, and is unable to 
check short-loading for want of 
heavy weigh-bridges aft important 
stations. Secondly, under the new 
system of allotment of box wagons, 
loading of good quality coal be¬ 
comes difficult within the demur¬ 
rage-free time of 5 hours with the 
result that inferior coal is often 
loaded along with good coal. Third¬ 
ly, the reduction of demurrage-free 
time from 12 hours to 5 hours 
for loading and unloading of 


wfcieased 


of 

by 


investments and Rs 1.36 lakhs from 
outstanding hills of the previous 
years. 

The progressive deterioration of 
the Company’s finances is attributed 
by the Directors to the continuously 
increasing cost of coal, railway 
freight, taxes, wages, etc. For in¬ 
stance between the years 1957 and 
1962, cost of coal increased by 46.5 
per cent, wage bill by 24.7 per cent 
and expenditure on labour ameni¬ 
ties by 42 per cent. During the 
current year these costs have further 
increased. Besides, enhanced elect¬ 
ricity charges, ERI premium, etc, 
have added to the burden with the 
result that the Company’s prospects 
for 1963 look bleak. 

Shri N K Jalan presiding over 
the last Annual General Meeting of 


coal even as tt»,, ; 
the wagon has been 
2J times has resulted in heavy de¬ 
murrage charges. Shrj .Jalan has 
urged the railway authorities to re¬ 
view the position and tetrise the de¬ 
murrage-free time for loading and 
unloading, . . ; 

The Company’s demand for a 
price increase is sought to be justi¬ 
fied on the following grounds. 
Firstly, although successive price 
‘increases have been granted in res¬ 
pect of several controlled commo¬ 
dities like Iron and Steel, cement 
coal, etc, and electricity and tele¬ 
phone and postal charges, rail fares 
and freights, etc, have been raised 
keeping the principle wr view that 
even controlled prices should pro¬ 
vide for sufficient return on capital 
and sufficient surpluses to be plough¬ 
ed back for rehabilitation or ex¬ 
pansion, the price of the Company’s 
gas is pegged down to a rate lower 
than that in 1926! The Company 
has drawn the attention of the Gas 
Advisory Committee to the differ¬ 
ent factors which have a bearing 
on the selling price and also to 
the rates and returns of some of 
the leading public utility compa¬ 
nies, which should provide a guid¬ 
ance to the Committee in judging 
the Company’s case for a price in- 
drease. 

Secondly, the Company is prepar¬ 
ed to undertake a substantial ex¬ 
pansion programme designed to 
give 15.000 to 20,000 new gas con¬ 
nections over a period of 3 years 
at an estimated capital outlay of 
Rs 150 lakhs. 

Thirdly, liquid petroleum gas 
manufactured by two leading oil 
companies is sold in the market at 
four times the price of town gas 
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Cut down your lubricants 
Cut out your paper-work 





Company euculrvet on 
obtain a free copy #f this 
booklet by writinp on their 
official letterhead 19 their 
nearest Califx Mice. 


Help your Purchase Officer to eliminate the stacks of paper that 
collect in his office...the unnecessary flood of Purchase Orders. 
When each department in a plant specifies a lubricant without 
reference to the purchaaes of other departments, there is bound 
to be duplication and waste. 

The'Caltex “Stop-Loss” programme can do away with this 
lubrication waste ...can cut • great deal of Purchase Order 
paper-work. 

Cal tea "Stop-Loss” is a complete plan for organising lubrication 
on an efficient basis. There is no other programme like it. 

It will be worth your while to flod out specifi¬ 
cally how Caltex "Stop-Loss” can help to ease 
the problems in your plant. 

Help your operation to greater profit with the 
Caltex “Stop-Loss” programme. 
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widi sn expanding demand. The 
Company tee}# that with a mode¬ 
rate increase in the price cl the 
Sown gu, demand will continue to 
be snbatantiai, and the gas wtR still 
be cheaper than liquid petroleum 
fM- i> . 

■i Shri Jalan has, therefore, 'every 
reason to expect that the Gas Ad¬ 
visory Committee would consider 
the question of price increase in a 
proper perspective and make ap¬ 
propriate recommendation* to en¬ 
able the Company to improve its 
finances and plan for further expan¬ 
sion in the interest of consumers. 

Aluminium Corporation 

^LCMINIUM Corporation of India 
has completed 25 years of ex¬ 
istence. Shri Lakshqiipat Sfrighania 
who presided over the 25th Animal 
General Meeting of the Corporation 
claimed that the establishment of 
die Corporation ih October 1937 
wag the first concrete step towards 
the establishment of this highly 
technical aluminium industry, and 
that too by pooling resources avail¬ 
able in the country with no foreign 
technical assistance. Aluminium 
Corporation was the first to produce 
aluminium from Indian bauxite. 
Considering the enormous technical 
and financial difficulties it had to 
face, the present attainment of. the 
Corporation is an unique achieve¬ 
ment of Indian capital, Indian 
management, Indian labour and 
Indian technical skill. The share¬ 
holders had to wait for 19 years to 
get the first dividend but the Com¬ 
pany has made steady and satis¬ 
factory progress during the last 8 
years. 

A new sinelter, claimed to be 
the most modern • in the East, has 
been put into operation from June 
last and it has achieved full rated 
capacity production of the required 
quality. Further expansion is under 
way and, when completed, the. Cor¬ 
poration will be in a good competi¬ 
tive position for the supply of alu¬ 
minium in various forms. The full 
benefit of expansion will be avail¬ 
able to the Company from the next 
financial year. 

Production of aluminium in India 
has increased from 16,382 metric 
tonnes in 1951 to 35,313 metric 
tonnes in 1962 reflecting the estab- 
ishment of new plants and exten- 


I , , 


alafe m existing plants. Consump¬ 
tion has reached a peak figure of 
70,000 metric tonnes, the deficit of, 
nearly 50 per cent being met from 
imports.' The production target 
for 19^6 i*i 1.17 lakh tons, but. is 
not fikely to be attained, because 
certain licences granted so far baric 
V 1959-60 ‘ for the eatabliritmept of 
new plants have not, been utilised,' 
As the consumption of the metal 
at the end of the Plan period is 
estimated at 1.20 lakh tons, Shri 
•Singhania suggests the setting up 
of a number of plant® in different 
parts of the country where power 
is available in adequate quantities, 
as power supply is most essential 
for the industry. He has also Stress¬ 
ed the need, for reduction of taxes 
to step up the tempo of industrial 
production. / ‘ 

t 

The operations of the Company 
during the year ended March 31, 
1963 have shown excellent results. 
Sales reached a record figure of 
Rs 233,82 lakhs as against Rs 128.63 
lakhs in the previous year showing 
a rise of 82 per cent. Gross profits 
amounted to Rs 46.78 lakhs being 
an increase of 62.7 per cent over 
the previous year’s figure of Rs 
28.75 lakhs. The profit margin has 
slightly narrowed from 22.3 per 
cent to 22.00 per cent. Provision 
for taxation has absorbed Rs 2.27 
Jakhs (Rs 11.50 lakhs); Deprecia¬ 
tion is provided at Rs 16.20 lakhs 
(Rs 7.35 lakhs); Development Re¬ 
bate Reserve has got Rs 12.39 lakhs 
(Rs 0.86 lakh); Rs 17 lakhs (Rs 
1 lakh) are transferred to General 
Reserve. Preference dividend has 
absorbed Rs 2.86 lakhs and Ordi¬ 
nary dividend Rs 4.69 lakhs at 50 
nP per share of Rs 10. Total divid¬ 
end has amounted to Rs 7.55 lakhs 
as against Rg 10.56 lakhs in 1961-62. 
The Ordinary dividend is reduced 
this year from 80 nP in the pre¬ 
vious year, although the net earn¬ 
ings per ordinary share have in¬ 
creased from Rs 1.51 to Rs 4.44. 
The Directors have cut the divid¬ 
end with a view to conserving the 
resources to meet the expansion 
plans. Shri Lakshmipat has indicat¬ 
ed that the cut is only a transition¬ 
al feature. As a Silver Jubilee gift, 
the Directors will issue bonus shares 
to the ordinary shareholders in the 
ratio of 1 for everv 4 shares for 
which the consent of the CCI has 
been obtained. Since the outlook 
for the industry is good, the pros¬ 



pects of the Aluminium Corpora¬ 
tion seem bright. 

Money Market 

Thursday, Morning 
p°R over a fortnight now,- the 
inter-batak call money rate ruled 
steady at 2f per cent, though there 
have been fluctuations in the demand 
for and supply of funds. The Diwali 
and Puja festivals kept money busy, 
but the demands were met without 
strain and the scheduled banka’ re¬ 
sources position remained comfort¬ 
able throughout. The banks, how¬ 
ever, unloaded Rs 27.55 crop* 
worth of securities during- the week 
ended October 10. This enabled 
them to meet an additional credit 
demand of R» 8.88 crores, to in¬ 
crease their balances with the Re¬ 
serve Bank by Rs 7.72 crores, to 
reduce their borrowings from the 
Reserve Bank by Rs 1,19 crores and 
to augment their cash balance by 
Rs 2.40 crores during that week. 
The increase in deposits was. how¬ 
ever, limited to Rs 1.21 crores. 

The rate of growth of deposits has 
been slack for some time and with 
the slack season shortly coming to 
an end, it cannot be expected to pick 
up now. Demand for bank credit, 
on the other hand, has been active 
during the last two or three weeks. 
In these circumstances it is likely 
that banks sold their investments in 
order to keep with them adequate 
funds to meet any increased require¬ 
ments. There may have been other 
reasons also for the disinvestment 
The demand for giltedged securities 
has slackened since about a fort- 
night with the busy season drawing 
nearer. The rising prices of equities 
have reduced their yields and since 
lower yields on equities will nor¬ 
mally find sympathetic reflection 
among the giltedged. banks have 
been perhaps inclined to the view 
that giltedged securities have now 
reached more or less top levels for 
the season. If this view is correct, 
it will not be surprising if the rising 
demand for credit is met from time 
to time by disinvestment in secu¬ 
rities. 

In anv case, the resources avail¬ 
able with the banks now appear to 
be more than adequate for their 
immediate requirements. This has 
found reflection in call money get- 
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The magic of a flight on Air-India 
is difficult to describe without 
dashes and parentheses. 

The dreamlike decor of our jet-ships, 
the sumptuous luxury 
of our deep-cushioned seats, 
the pampering attentions 
of smiling, sari-clad hostesses, 
the skill of our million-mile pilots, 
the softness and kindness 
of our Indian hospitality in Asia, 
Africa, Australia, the USSR, 
Europe and the USA I 

Over 30 years of flying experience 

AIR/ND/A 



omNC* 





sac* 


JVVT.aj Its/ 




Wedntift- 


though 


ting easier at 2 
4ay evening, 
that this Jov 

bag. For if f&gip£^3fetber 
.even TreasuJM^?;^ia>eh 
about 2.320 per* vil! provide 
a n^-.gttractive " aftemtiive.- % 
factivithe intermediates sold iron 
t 16 to 19 were higher*^ Rs 
compared with Rs 2.55 
in the preriwfflperiod. the 
ey \rate in Calcutta moved 
:ly apvpaual, bat hovered 
at Cfrigher and 4f 

rat with a tendency to harden. 
Thi* Tnay also be indicative of the 
futu fti trend. 

Daring the week ended October 
18, the tempo of increase in active 
notes slowed down. Notes in Cir¬ 
culation rose by Rs 4.25 crores only 
compared with Rs 36.29 crores and 
Rs 28.38 crores during the preceding 
two Weeks. The total of Notes Issued 
during the week was Rs 14.45 crores 
of which Rs 10.20 crores were held 
by the Banking Department. The 
increased note issue was backed by 
the addition of Rs 15 oroies to the 
Rupee Securities in the Issue Depart¬ 
ment which also covered a fall of 
Rs 55 lakhs ip Rupee coins. In the 
Banking Department there was a 
depletion of Rs 17.05 crores in the. 
holdings of Treasury Rills. 


Coefcfat Refineries 

£J0CHIN Refineries, Kerala, will 
shortly issue a capital of Ra 7 
crores, divided into 7,00,000 equi¬ 
ty shares of Rs 100 each. Out of 
this,.iwue, shpeg.of the-«due of 

■■WaMPHD I*‘'dined 


die Government of India and Rs 
70 lakhs to parties nominated by 
the Government erf India, Rs 1,75 

crores to the foreign collaborators, 
Phillips Petroleum, UJS.A, Rs 14 
lakhs to Duncan Brothers, ralmi tn^ 


.Mitm 


pr 


TODAY experienced travellers do not cany 
t st °t s t<rfa o-Whe wvCT you go in India, 

TraveBers’ChatpiCs—they’re absolutely safUNo ope butyou ci*, 
cash them. And so easily too.. .just sign ya^TriMdters'Oustra^l ; 
in the presence of the bank official on duty: - ■ Yohr Bank r*' 

India, the Bank of Rajasthan, and some branches of the Punjy 
National Bank. Next time you travel, cany safe, convenient 
Bank of BarodaTravellers’ Cheques—available in denominations 
of Rs 25, RsSOand RslGO from your local Bank of Bar oda branch. 


* 

^«ottoyo» rmoB aj\ 


, Aoothye to your M * 1 
& want not to yo 


Scheduled banks did not increase 
their borrowings during the week 
beyond Rs 28 lakhs, but their balan¬ 
ces with the Reserve Bank were 
lower by Rs 4.74 crores. State 
Co-operative Banks increased their 
deposits by a mere Rs 5 lakhs, but 
their borrowings had risen sharply 
by Rs 15.10 crores. Deposits of 
of Central and State Governments 
declined by Rs 2.65 crores and their 
borrowings were also less by Rs 57 
lakhs. Foreign Balances receded by 
Rs 1.10 crores. The Bank’s invest¬ 
ments were up by Rs 4.59 crores. 

Activity in the giltedged market 
quietened a little during the week. 
The 3 per cent Coversion Loan had 
more sellers and lost ground. Short- 
dateds continued in favour while 
long-dateds were frequently on 
offer. The tone is quiet but steady. 


CARRY 

BANK OF BAR0DA , 

TRAVELLERS’ CHEQUES * 

THE BANK OP BAKODA LOOTED (bid. MOB) Hud Q&ts: Btfodl |t 

I Write fin- our free booklet, ‘May We Help Yob?’ 
which gives details of all our services | 





He has a wealth of information at his llngertips, 
an active, facile brain, apuick winning smile , ..And 
among hie fallow officers in the Salas Department 
i*t Burmah-SheU'sQeneral Manager's Office, Chari 
via known as the man with the answer. How! was 
jhls done In 1953? And why was that decided? 
Chari knows. How will this be done In4973? 
Check with Chari. He, always helps. But If Sales 
isn't your interest and Karnatic music Is, once 
agpln, ask Chari. He is dure to know. 

TWUIO BE LOST WITHOUT HIM' 

The Sales Manager says, ‘I would be lost without 
him.’ He’ll write you a .contract or quote you a 
price, produce statistic* or jpnsly** a trend, with 
Speed and obvious pleasure. He has enjoyed his 


work for 31 years and looks forward to another 
three yeare of it. 

TODAY, AS EVER, PEOPLE LIKE CHARI ARE 

WORKING TOR YOU 

Chari has never been known to flinch before a 
mass of figures, or duck an argument on Karnatic 
muaic I Hie only daughter hae won the President's 
Priae for vocal Karnatic music and holds a Govern¬ 
ment scholarship. ‘Like father, like daughter,* 
Chari eays chuckling. 

Chari and people like him—at all levels of res¬ 
ponsibility—are Burmah-Shell. Today, as ever, 
thsyiers hard at work .. .working to ensure thst 
vttsl petroleum products, essential to India s 
growth end progress, are brought to you at the 
right pldce and time. In the right quantities. 
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CURRENT STATISTICS 


BANKING RETURNS 

‘{A* CTpTtt) 


Hams Bank 

Oct 18 

Oet 11 

Sep >0 

Oct 19, 

S " < ' *■ - ■ 

*,i. *' ‘ / 



W 

l Kote oirculktion 

2281.33 

225728 

2*0*^ 

2047.88 

2 Rupee coin. 

120:42 

130.97 

123.85 

12328 

3 Deposits 

v 

’ f \ * 

" . -•* ' , 


(a) Central Govt 

48.60 

. - 8220 

7020 

52.42 

<b) Other Govts 

. 11.01 

1026 

7.13 

1527 

(c). Bafiks 

53.89 

88.51 

88.42 

89.38 

r Id) Others ■ 

163.06 

161.96 

160.96 

15926 

4 Foreign securities. 

82.46 

92*48 

‘ 89.46 

88.08 

.5 Balance, abroad 

820 

9.16 

, 9.04 

627 

6 Rupee securities ' 

196421 

193921 

1892.30 

1738.31 

7 .Investments 

173.00 

.188.21 

166.13 

140,08 

8 Loans and advances 

. 

* t 


to Govts 

63.31 

83.8* 

85.86 

39.66 

9 Other loans and 





i advances 

146,68 

14122 

140.63 

144.40 

Schduled Banks 

Ootll 

Oct 4 

Sep 18 

OotiS, 





62 

1 Aggregate 



>. 


■ deposits (net) 

221421 

2213.10- 

218126 

2054.94 

■ Demand (net) ■ 

963.7® 

969.52 

64726 

813.18 

Time (net) 

125022 

1243,57 

1243.96 

1241.75 

2 Cash in hand 

57.93 

55.53 

52.45 

55.02 

3 Balance with 





Reserve Bank 

87.16 

79.44 

86.80 

74.18 

4 (2) + (3) as % 





of (1) 

8.55 

6.10 

6.36 

628 

5 Borrowings from 





Reserve Bank 

1.93 

3.12 

020 

10.35 

(a) Against usance 




bills and/or pro- 




mlseory notes 

' — , 

0.20 

0.55 

6.09 

(b) Others ' 

1.93 

' 2.92 

0.36 

426 

6 Advances 

1240.81 

1238.52 

1242.52 

1282.91 

fa) State Bank 

235.44 

234.80 

238.14 

256.60 

(b) Others 

1005.37 

1003(72 

1003.38 

1026.31 

7 Bills discounted 



\ 


(a) Inland 

174.65 

170.90 

16337 

15823 

(b) Foreign 

55.70 

52.87 

53.52 

46.60 

(c) Total 

230.35 

223.77. 

216.89 

20^83 

(1) State Bank 15.55 

.14.58 

15.63 

12.34 

(U) Others 

214.80 

210.22 

201.26 

165.49 

8 (60 +(7) as % 





of (1) 

' 66.44 

6607 

66.60 

67.68 

9 Investment in 



1 


Govt securities 

758.45 

' 786.00 

761.04 

660.15 

10 (9) as % of (1) 

34.25 

35.62 

3427 

33-80 


Bombay Money Bates 

(Per tint 'per annum) , 


Call money 
• from Banks 
Seven days 
Deposits 
Three months 
■ Six months 


Ootll 

Oct 4 

Sep 18 

Oct 12, 
■82 

^227 

2.22 

3.04 

3.90 


3.00 

3.00 

3.00 

- 


*T 

• — 

8.73 

, 3.75 

3.78 

8.75 


INDEX NUMBER OF WHOLESALE PRICES 

(Sen : year ending March 1953 =100) 


Group tad Sub-ffroup 


Jl 


£8 


s IS 


- 8 < 


Food Article* ULA 

Cereals ' 4 w».s 

Pulses 113.0 

Fruits A Vegetables 146.5 

Milk & Ghee ■ 138.0 

Edible Oils 186.4 

Fish,. Eggs & Meat 146.1 

Sugar A Our 151.2 

Others 171.0 

Liquor A Tobacco 80.2 

Tobacco . 95.7 

Fuel, Power, Light s 
Lubricant* t%%& 

Industrial Raw Materials 180.6 
Fibres ' 128.6 

Oilseeds 160,4 

Minerals 93.4 

Others 124.7 

Manufactures 129.0 

Intermediate Products 148.1 
Finished Products 126.6 

Textiles 128.3 

Cotton 129.3 

Jute 111.1 

Woollen 141.3 

SUlt & Rayon 131.3 

Metal Products 160.8 

Chemicals • 118.1 

Oil cakes 163.9 

Machinery & Transport 
Equipment - 117.6 

Others 128,3 • 

All Commodlfiea 181.1 


mg 

115.0 

106.7 
141.3 
132J 

151.6 

148.6 

163.8 
1S8.2 
U8.8 

115.6 

187.1 

188.5 

130.2 

188.7 
63.4 

128.2 

180.6 

140.1 

129.1 
126.5 
1352 
67.9 

186.8 
136.3 
163.0 
1172 
169.8 


188.6 

1182 

108.0 

143.3 

1302 

152.0' 

152.8 

205.1 
1842 
llg.l 

116.1 

187.0 

1882 

1312 

1542 

92.6 

125.2 

180.6 
139.0 
1262 

127.7 

135.3 
101.1 
1562 
1382 

183.7 

117.4 
163.3 


123.9 123.6 
128.4 1282 
1882 185.6 


\+IM 

— 9.6 

+ 22 

— 82 
— 02 
+ 0.4 
+■ 12 
— 22 

til 

+ 4.6 
— 6.0 
+ 10.8 
+ 5.7 
+ 12 
+ 2.0 
- 0.4 

+ 6.4 
+ 2.6 
+ 8.7 


Employment Exchanges 

, (/« ’000*) 

July ’63 June ’63 


July ’<>2* 


No of employment 
exchanged 
No of registrations 
No of vacancies 
notified 

No of applicants plat 
in employment 
No of applicants on 
live registers! 

Source i Ministry of Labour 
t At the end of the period. 


1962 

(Total) 


350 

350 

342 

342 ' 

+66.2 

395.7 

387.7 

3844.9 

77.8 

(d 

77.3 

71.4 

790.4 

♦5.3 

42.7 

41.9 

458.1 

2743.8 

2684.7 

2147.0 

2379.5 


and Employment. 


Electricity Generation and Distribution 

(Million kwh) 



June ’63 

May ’63 

June ’62 

1962M53 

Electricity 





generated 

i99?.r 

2048.9 

1746.2 

22098.7 

Electricity sold 

1648.5 

1689.8 

1507.1 

18276.3 

Domestic 


■ 

- 


consumption 

146.2 

148.8 

150.1 

1792.2 

Conunercfe! light 




* 

and small .power 

84.4 

85.7 

100.1 

nio.9 

-Industrial power 

1186.7 

1217.1. 

1060.5 . 

13014.9 

Public lighting 

19.3 

19.8 

19.2 

' 252.7 

Irrigation 

104.9 

103.3 

81.3 

917.2 

Miscellaneous 

106.8 

114.9 

, 95.9 

1168,5 

Source s Central 

Water and Power Commission. 


1803 
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Day by day, month by month, 
the face of India changes fast. 

Mighty steel penstocks guide the 
rushing river waters to turn the 
turbines to produce electric power. 

Massive generators, dotted across the 
country, send this power vibrating along 
wires to turn the wheels of industry. Electric 
lamps are switched on in village homes. Long lines 
of steel pipes girdle vast stretches of land, carrying 
water to thirsty villages and liquid gold to refineries 
Automatic signals guide rolling wheels along a 
criss-cross of steel tracks. Radio waves race across 
the skies to help mighty Jet planes land on our soil 
with their precious cargo. And thus a nation steps 
out to tomorrow. 

As electrical and mechanical 
contractors and maintenance specialists on 
behalf of leading West German manu¬ 
facturers, we too are contributing our 
bit towards building a new India. 


REPRESENTING 

mannesmann 

ro» Special steel, pipe* and 

f>IPE MANUFACTURING MACHINERY AND ME LAYING 

AEG 

fOR ELECTRICAL. EQUIPMENT 

TELETUNKEN 

r OR TELECOMMUNICATION EQUIPMENT 





A 


PRIVATE LIMITED 
BOMBAY CALCUTTA NEW DELHI 
laMHfUS* '■■■ Wi-* • ,v » E ' ,Aa *® ' 8ANOAI.OWHOURKII.A 
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INDEX NUMBERS OF AREA UNDER CROPS 

(Agriculture! Yw 194940 a 100) 


Cotranodky Group 

1950- 

51 

1951. 

52 

1858. 

53 

1858. 

54 

1954- 

OS 

1955- 

56 

18M- 

57 

1857- 

58 

,198ft" 

59 

1959. 

80 

1980- 

81 

1981 

82 

I 

Fwftgraiiu 

97,8 

88.6 

103.2 

no.* 

199.8 

1118 

111,6 

110.7 

1153 

115,8 

114.5 

1153 

(a) 

Cereals 

99.4 

99.3 

104.5 

m.e 

109.1 

110.7 

111,4 

110.2 

114.5 

113.7 

1140 

1147 


Rice 

100.9 

97.7 

98.2 

102.5 

100.6 

103,1 

195.4 

105.4 

108.1 

1093 

109.4 

lia.4 


Jowar 

100.2 

102,6 

1128 

llftS 

112.4 

111,8 

1048 

111.2 

U5.3 

109.5 

110.8 

1113 



.96.4 

101,0 

110.0 

118.0 

1148 

112.7 

114.6 

124.3 

130.0 

132,1 

132.9 

136.2 



92.4 

91.8 

84.0 

97,9 

96.4 

03.2 

94.3 

87.3 

1013 

99.9 

96.1 

96.6 


Wheat 

99.9 

97.1 

100.7 

100.5 

115.4 

126,7 

133.6 

120.2 

1293 

135.0 

133.0 

137.9 


Barley 

97;9 

99.4 

102.1 

111.0 

107.4 

107.6 

110.6 

96.4 

104.0 

106.1 

101,2 

104.8 

(by 

Pulses 

91.9 

92.8 

97.9 

107.1 

110.3 

116.8 

1173 

1133 

122.1 

122.3 

1166 

1193 

, 

Gram 

91.2 

82.3 

87.4 

86.0 

111.5 

118.0 

116.7 

109.7 

121.7 

124.0 

113.6 

llT.f 


Tur 

93.5 

104.9 

102.9 

108.1 

103.1 

98:0 

983 

101.1 

105.8 

1023 

102.5 

993 


Other Pulses 

92.2 

98.4 

105.6 

117.7 

106.2 

115.3 

117,4 

114.8 

121.7 

121.2 

1183 

1213 

n 

Non-FoodgraJns 

1108 

1*1,8 

116.2 

1158 

127.4 

196.7 

134.4 

186.1 

186.6 

187-7 

158.9 

1484 

(a) 

Oilseeds 

106.5 

115.8 

, 110.7, 

108.9 

123.6 

118,3 

123.4 

125.0 

128.4 

133.5 

133.4 

187.1 


Groundnut 

U3;0 

123.6 

' 120.5 

106.8 

139.4 

129.1 

139.2 

161,5 

157.3 

151.3 

167.4 

1813 


Sesamum 

107 7 

117.5 

116.2 

125.6 

127.5 

1113 

105.4 

101.6 

109.1 

106.5 

105.2 

109.1 


Rapeseed & 














Mustard 

107.0 

123.4 

108.1 

115.2 

125.2 

131,2 

1303 

123.8 

126.7 

148.7 

147.5 

1583 


Linseed 

92.2 

89.8 

88.6 

90.2 

88,5 

99.4 

109.4 

83.5 

103.8 

126.6 

116.8 

111.0 


Castorseed 

94.0 

98.1 

90.5 

919 

93.6 

96.9 

96.0 

75.5 

77.3 

79.8 

70.9 

75.7 

(b) 

Fibres 

118.8 

135.0 

130.4 

137.3 

147.2 

180.7 

161.8 

100.7 

1613 

152.8 

151.7 

167.8 


Couon 

119.2 

132.9 

128.8 

1417 

153.0 

164.0 

162.7 

1825 

161.5 

154.2 

154.8 

158.4 


Jute 

121.3 

167,8 

155.9 

108.5 

106.8 

1494 

1639 

149.5 

155.5 

144.6 

129.7 

1983 

(c) 

Plantation Crops 

99.0 

99.3 

100.4 

101:7 

104 4 

104.9 

104.8 

105.7 

109.3 

110.0 

110.0 

119.0 


Tea 

100.4 

100.1 

100.4 

99.3 

101.0 

101.3 

100.7 

101.5 

1013 

101.8* 

1013* 1013* 


Coffee 

103.6 

105.7 

107.2 

976 

103.2 

104.2 

104.7 

108.8 

114.9 

120.5 

120.5* 120.5* 


Rubber 

83.9 

84.7 

89.5 

122.5 

127.3 

128.1 

129.8 

126.6 

145.1 

141.9 

141,9* 141.9* 

(d) 

Miscellaneous Crops 

i 112.3 

117.8 

110.6 

100.3 

103.9 

113.5 

121.0 

122.1 

116.8 

123.0 

134.2 

1383 


Sugarcane 

116.4 

132.2 

117.8 

960 

109.6 

125.1 

138.9 

140.4 

132.0 

143.1 

158,7 

1623 


Tobacco 

102.7 

82.9 

104.2 

106.1 

99.6 

117.8 

120.4 

1053 

108:9 

106.4 

115.1 

119.3 

111 

All Commodities 

99.9 

101.7 

105.8 

111.2 

112.8 

115.0 

1160 

114.8 

119.2 

119.0 

118.5 

.1*09 


* Based on provisional estimates 


INDEX NUMBERS OF AGRICULTURAL PRODUCTIVITY 


(Agricultural Year 1949-50 =s 100) 


Commodity Group 

1950- 

1951. 

1952- 

1953- 

1954 

1955.' 

* 1956- 

1957 

1958- 

1959 

"i960 

1961 



51 

52 

63 

54 

55 

56 

57 

58 

59 

60 

61 

62 

I 

Foodgralns 

92.4 

93.0 

98.0 

108.1 

105.2 

1030 

107.4 

98.6 

118.0 

110,0 

118.4 

117.1 

(a) 

Cereals 

90,8 

91.8 

97.0 

108.2 

104.9 

103.8 

108.2 

90.9 

113.8 

112.4 

119.8 

119.7 


Rice 

87.1 

92.2 

98.6 

115.7 

105.2 

110.8 

114.2 

100.3 

118.8 

114.6 

124.5 

123.2 


Jowar 

89.6 

94.0 

94.4 

102.4 

117.7 

866 

101.0 

111.6 

112.6 

106.8 

121.6 

100.1 


Maize 

87.6 

100.3 

1121 

110.3 

111.6 

99.6 

115.9 

109.3 

104.2 

110.9 

108.7 

107.8 


Hag) 

94.8 

87.6 

87.2 

117.5 

112.7 

128 4 

125.9 

122.2 

127.4 

128.2 

115.8 

123.1 


Wheat 

101.2 

00.7 

111.9 

109.6 

117.3 

103.6 

101.5 

98.6 

114.0 

112.4 

122.3 

126.8 


Barley 

107.9 

100.6 

119.9 

111.0 

115.8 

110.2 

109.0 

99.5 

108.4 

107.2 

118.6 

124.5 

(b> 

Pulses 

99.8 

97.5 

100.9 

104.6 

107.4 

101.4 

104.8 

90.9 

111.4 

98.1 

110.3 

101.3 


Gram 

107.5 

107.2 

124.9 

130.6 

130.9 

117,7 

136.9 

114.7 

148.1 

115.7 

142.9 

129.7 


Tur 

98.2 

93.1 

88.3 

96.5 

89 0 

101.4 

108,0 

76.5 

84.3 

85.3 

104.5 

68.0 


Other Pulses 

92.8 

91.7 

86.1 

87,2 

93.8 

90.1 

78.3 

76.9 

87.3 

87.0 

86.3 

87,1 

II 

Non-Food grains 

95 6 

91.1 

89.8 

90.3 

94.9 

91.7 

97 8 

95.9 

102.1 

959 

106,9 

104.4 

(n) 

Oilseed t 

92 5 

84.1 

83.0 

95.2 

92.2 

91.0 

97.5 

95,2 

106.5 

88.6 

98.3 

99.9 


Groundnut 

89.7 

75.2 

70.8 

93.9 

88,7 

87.1 

91.4 

85.1 

94.7 

,81,0 

80.7 

90* » 


Sesamum 
Rapeseed & 

94.3 

87.8 

92.0 

101.6 

105.9 

94 3 

93.2 

84.3 

112.8 

86.4 

77.0 

86.0 


Mustard 

88.4 

94.0 

97.6 

93.1 

102.0 

88.6 

98.5 

92.7 

102.1 

88.0 

113.1 

101.6 


Linseed 

95.2 

85.9 

97.1 

98.8 

102.0 

97.7 

82.5 

71.9 

100.9 

82.9 

81.1 

85.8 


Castorseed 

85.6 

84.4 

88.1 

87.6 

101.9 

99,2 

99.3 

91.0 

111.1 

103.8 

08.0 

104,2 

(b) 

Fibres 

91.4 

95.0 

98.5 

96.2 

95.4 

93.2 

105.5 

102.3 

109.0 

92.5 

115.8 

115.5 


Cotton 

92.9 

89.7 

93.9 

107,1 

1069 

93.8 

111,4 

110.0 

198.9 

89.8 

131.3 

110,6 


Jute 

87.6 

90-2 

95,3 

94.8 

88,7 

90 9 

84.6 

86,2 

102.1 

97.3 

93,8 

08.9 

(«> 

Plantation Crops 

106.0 

110 2 

115.2 

102.3 

108.4 

107.9 

117.4 

116.1 

116.5 

116,7 

119.4 

126.1 


Tea 

103 4 

109.4 

114.9 

101.3 

109.3 

105.8 

116.4 

114.0 

117.3 

117.5 

114.6 

128 0 


Coffee 

10S.4 

106.6 

117,4 

150.1 

147.J 

188.2 

194.9 

211.2 

209.6 

215.4 

294.7 

213.8 


Rubber 

111.8 

111.5 

118 5 

107.6 

100.2 

114.1 

117 8 

110.7 

110.4 

108,9 

116.4 

1247 

(d) 

Miscellaneous Crop i 

98.2 

96.8 

918 

97.1 

111.5 

105,8 

X06.8 

104.4 

113.0 

112.3 

116.1 

110,1 


Sugarcane 

97.7 

92.9 

86.2 

93.2 

105.7 

95.7 

98.8 

98.4 

107.2 

105,0 

109.6 

995 


Tobacco 

94.7 

941 

87.6 

95.7 

95.5 

95 8 

94.4 

865 

108.5 

100.1 

101,1 

107.7 

m 

All Commodities 

95.7 

95 9 

98.9 

102.8 

104.2 

181.8 

107.2 

101.1 

112.2 

108.0 

118.1 

1166 


Note : The index numttcns cover 28 crops, divided into 2 main groups and 7 sub-groups, as the case of index numbers 
of agricultural production- The productivity index haa been estimated by dividing the agricultural production index by 
the unweighted area index: The productivity index, aa in case of production index, has been computed by the chain hasr 
method to allow for changes in coverage and methods of estimation. 

Source t Directorate of Economics and Statistic* Ministry -of Food and Agriculture, 
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Task before Congress 

r jpHE Congress has been discredited by its performance, Sad a cleaning 
up of the party and its revitalisation might win back for it But 
image which it has lost There is some logic in the Kamarej Ptao. 
Basic to the reorganisation of the party is the proposal put fsrwxrd byt, 
La'l Bahadur Shagtri, among others, for-a change in the Congress Com,. 


well-off and influential ’iw order to secure for- theriiselves a position *R. 
the party. If the voting for election of members to die /parifh 
hierarchy is restricted to Congreis workers'who have given tadfeiC* /> 
of their competence and * elevation, it should be possible to keep «*# 
some of the undesirables from running the party or haying a yrttBR 1 * 
nent voice in it. That is, however, a hope and not a certawty,' 
even so, it is,an essential step. The proposal, Ito wWWj -trill• 
up before the Jaipur Congress. It is to be hoped that th«t,--'tgiOdmSi'.-- ; 
‘will have the' courage and determination to push it throug&iR 4*%!: 
planary session of the Congress which meets liter it Bhubane*hw*r. , 

Though not an off-sho’ot of the manner, of recruitment of primary 
members,, but in the samp category of practice in regard to its baneful 
influence on the .tone and. temper of the party, is the reliance on. ^Ug 
money for party funds. Shastri recounts Wistfully that there waa a , 
time when the Congress relied for its funds on small subscription* 
from the masses. It had found no access to big money then, And he 
raised the question of the Congress going back to the foyr «&(** 
members as the principal source for party funds and weaning away 
the party frdm big money. This is, however, only wishful thinking; 
For raising -money in small amounts from a very lapge number of 
people is an enormously difficult job; the temptation to take short-cuts, 

- difficult to resist in any- circumstances, is boiind to' be irresistible when, 

• the party is in power and pccess to big money only too easy. ■ , 

But to go back to‘the logic of KamarAj Plan, has the Congress 
been discredited‘only because the people who run the party have failed 
to keep to the strait and narrow path, or because they have been tried 

- and found wanting? A contributor has unearthed > and drawn attention 
. to a letter whichPandit Nehru wrote to Mahatma Gandhi a few month* 

after the Congress came to power in 1937 in seven of the eleven Pfbr’ 
vinces of What was then British India.- In that letter. Pandit Nehru ; J - 
hiad mentioned the speedy disillusionment of the people, the allianctf 
of the Coneress ministers with the industrialists, their unconcern for 
youth and hostility towards labour. He had written of his own be¬ 
wilderment at the use,of the, police by the Congress ministries at the , 

• slightest provocation against students or labour. He had even resented 
such outrage. That wag,just after 1937. 3' 

~ , : What -has -happened‘since? Alter• -independence, the CongtwtS 

- •faced ;trer**ndoue problems. There ; cauld be no easy solution to an| . 

. -,1-of rtlfiSd). Whdt has Made the -country bitter today is not that the Cdti- 
i.,^rete.:has that it has not tri$d t^ 






..__ "Jit Is pl^gctf'■’Si¬ 
de m <Jn the contrary, it m eat 
tight on them doling out haH-mea- 
sum end platitude*. By its wait¬ 
ing game, it Successfully managed 
to' Stamp out all the fervour that 
was in the country after Independ¬ 
ence and chitted all enthusiasm. 
The Congress leadership has gene¬ 
rated general apathy by making 
promises and refusing to carry 
them out All the time it has 
kept on talking of a socialistic soc¬ 
iety, of welfare State, of social 
justice, of equal opportunities for 
all, and the other catch phrases 
from the Fabian Bible, with the 
result that the rich at the top are 
annoyed by its talk and the poor 
are dismayed by its performance. 
In the resulting situation, the 
opposition parties who have noth¬ 
ing to lose are capitalising on the 
distress of the middle class and 
the rural people and exploiting 
their grievances in order to under¬ 
mine precisely those ideas and 
institutions which can lift the 
country out of the morass. Commu- 
rialism comes in handy and social 
backwardness is always their ally. 
So planning ia reviled and socialism 
is discredited because the Congress 
party has planned and talked of 
socialism. Kamaraj plan will not 
stop this rot. 

We all witnessed how much 
energy lies dormant among the 
people of this country from their 
response to the Emergency at the 
time of the Chinese aggression. If 
the Congress party has a program¬ 
me which can still capture the 
imagination of the people and 
bring out that same latent energy, 
a minimum programme, concrete 
and definite, which will mobilise 
labour and rural people and bring 
the urban youth under its banner, 
a programme which has a direct 
And positive meaning, the people 
Will shake off their apathy and 
come forward. 

Yet another definition of socia¬ 
lism at the Jaipur session is 
not the answer. Socialistic pat¬ 
tern has been debased into 
socialistic patter and it cannot be 
redefined back to life. In any case, 
what is it thatnow sought to be 
done? list of induat- 

Hm. wUcraMM^fbe under public 
ownership^5tHtwh, a list already 
mists in d^';3ph»trial Policy Rk- 

1808 


adfetton fcJuch can be .modi¬ 
fied without tooth ado Nknda'4 
mountainous labour* Will no doubt 
produce an ample mouse Which 
will, for a while, make copy for 
cynical newspaper commentators. 
That apart, it is unlikely that any¬ 
thing that transpires at Jaipur will 
much change the content of Con¬ 
gress Government. Controls do not 
add up to socialism of any type; 
devoid of socialist purpose uiey be¬ 
come vast sources of patronage for 
the powers that be and vast sources 
of gain for those whom these 
powers patronise — witness indus¬ 
trial licensing or trade controls. 
Even planning merely has under¬ 
written private capitalism. It is 
no euphemism that private enter- 


pA» Iss/ ntmer had ft • 
sface the inception of pj 
Congress socialism. Tim vast invest- 
meat of public money in the soeftf 
overheads, in power, transport, and 
so on, creates the conditions for 
private profit. That is, after all, 
the mechanics of growth — growth 
yes, but not socialism. 

Ia Jaipur going to change all 
this? Will the Congress cease to 
be financed by big money? Are 
Congress Ministers going to atop 
leaning on capitalists for every¬ 
thing from old age pension arid 
employment for relatives to black 
money for political skullduggery? 
To pose those questiitas is to answer 
them. 


Laos: Dangerous Drift 


T HE arrival in New Delhi of 
Prince Souvanna Phouma, 
Prime Minister of Laos, not long 
after the visit of General Kong Le, 
is a reminder that die bitter pro¬ 
blems of that unhappy country are 
still not within sight of settlement. 
Indeed, the most recent reports 
suggest that behind Prince Sou¬ 
vanna, his country lurches towards 
open civil war, this time without 
centrist mediation to balance the 
contenders. As Prime Minister, 
Souvanna is respected by almost 
all Laotians, and obeyed by hardly 
any. The space left by the depart¬ 
ing French has never been filled 
by any one authority, and, as in 
pre-war Chiria at various times, 
contesting warlords compete for 
supremacy. In the conditions of a 
world Cold War, the armies ore 
backed by different punters, and 
as a consequence, although the 

warlords were, until recently, 
almost all Princes (Right Prince 

Bourn Oun, Left Prince Souppha- 
nouvong, and neutralist Prince 
Souvanna), the traditional align¬ 
ments of world politics had appe¬ 
ared — the Soviet-backed Pathet 
Lao (Neo Lao Hak Sat) versus 
the American-backed General Pho- 
umi Nosavan. 

However, the recent shift in 
world alignments has changed 

the familiar pattern, and the 
Soviet Union has shown a will- 
ingneas to JoirT with the US in de¬ 
fending Laotian neutrality and 


minimising the factional wings — 
a closing of the ranks against the 
less scrupulous militancy of the 
Chinese. For the first time, roads 
connect Hanoi in North Viet Nam, 
and China, to Pathet Lao territory 
— communications that can expand 
the help given by the East Wind 
Communists, and prevent any 
Russo-American agreement to neu¬ 
tralise the country. What the pea¬ 
sants of this poor and war-riven 
country can make of these distant 
manoeuvres can only be guessed — 
the appeals of the ‘American Way 
of Life' or ‘People’s Democracy’ 
must be equally irrelevant beside 
the mute plea for peace. 

In the past year, the uneasy 
balance between the three groups, 
momentarily reconciled by the 
Geneva agreements of 1961 in a 
tripartite Government under Sou¬ 
vanna, has been shifted. First, the 
Right has been weakened steadily, 
while the Pathet Lao has extended 
it* area despite the formal cease¬ 
fire. Second, and more important, 
the neutralists have become incre¬ 
asingly split between a left and 
right faction — Souvanna, support¬ 
ed by Kong Le, leaning towards 
General Phoumi and Washington, 
and Qui'nim Pholsena, supported 
by one of Kong Le's lieutenants. 
Colonel Deuane Sipaseuth, favour¬ 
ing Pathet Lao, Late last year, the 
extent of the split was shown when 
an American transport plank deli¬ 
vering supplies to - Kong Le, was 



'.;«$& ton if ik «atwUJ« eta *' 
tide, Detune. Peuane and hit 
followers fled, but later efforts by 
Souvonna temporarily patched up 
the quarrel. A little later, one of 
Kang Le’» neutralist officers was 
ihot dead, the first oi a series oi 
assassinations that included Quinim. 
Isolated fighting on the Plain of 
Ilia between die two neutralist fac¬ 


tions followed a familiar pattern, 
with the left slowly gaining over 
Kong Le. Early in September, there 
was a further outbreak of fighting 
between Pathet Lao and the night, 
which later subsided and which the 
International Control Commission 
(India, Poland, Canada) is now 
investigating. 


Meanwhile, the economy has con¬ 
tinued on its downward path : 
what prosperity there has been has 
been a direct function of American 
subsidies. Under the ceasefire, there 
was no real attempt to unify the 
three divisions of the country, any 
more than there was any integrated 
system of administration — the 
rightist Minister of Finance has, it 
is said, never met the Pathet Lao 
Minister for the Economy and 
Plan. Prices and the general cost 
of living have continued to climb 
steeply, and most of the remaining 
aid projects have been abandoned; 
crop area shrank under the conti¬ 
nuous military havoc, arid the 
country is now dependent on food 
imports. (America has paid on 
occasions up to 90 per cent of the 
import bill.) The ambitious deve¬ 
lopment plan prepared by the 
Planning Ministry remains an aca¬ 
demic exercise while political insta¬ 
bility continues. The only industry 
which continues to be a success is 
the French operated tin mines at 
Phong Tiou. The extensive iron 
and oil resources discovered in the 
country remain unexploited. 


Through the vagaries of Western 

E olicy, one fairly clear trend has 
een visible — the inexorable 
growth of the Pathet Lao, Its dis¬ 
cipline and organisation as well as 
its close proximity to friends (parti¬ 
cularly Hanoi) have brought it 
Within striking distance of its 
objective, American aid and the 
neutralist centre have prevented the 
final solution of the Laotian pro¬ 
blem. Perhaps now, with the neu¬ 
tralist split and the Right weaken¬ 


ed* ft final onslaught by the Attlfcjf 
Lao ceuld finish the qjueffien. Is 
terms’of a h 1 **thing space for the 
people of Lfoe, it is of relatively 
little moment whether the strong 
central authority is like the North 
Vietnamese pr the South. Partition 


Relaxation 

A s „ promised by the Finance 
Minister in his broadcast speech 
three weeks ago,, the Reserve Bank 
has announced some liberalisation 
of its credit policy on the eve of the 
busy season. The quotas for lend¬ 
ing to the scheduled banks have 
been relaxed and the lending rates 
have been reduced. Banks would 
now be able to borrow up to 75 per 
cent of their statutory reserves, in¬ 
stead of 50 per cent as hitherto, at 
44 per cent; to the extent of another 
75 per cent, they would be able to 
borrow at 6 per cent. Borrowing 
beyond this limit would still be 
subject to discussion between the 
Reserve Bank and the scheduled 
bank concerned but the latter will 
not have to pay the penal rate of 
interest of 6$ per cent; loans be¬ 
yond this limit will carry the same 
rate of interest of 6 per cent. The 
concession for credit to small-scale 
industries and cooperatives, to col¬ 
lieries and for export bills will 
continue. 

An important change in the 
lending policy of the banks is the 
removal of the 40 per cent margin 
restriction on advances against 
shares which has been in force since 
January 1962. Banks will henceforth 
be able to lend against shares freely. 

The idea behind this liberalisation 
is, of course, stimulation of activity, 
particularly of investment activity, 
which has been slack. Not that eas¬ 
ier credit by itself can make a great 
difference. The present measure, 
however, should be viewed along 
with the promised institutional chan¬ 
ges in that direction such as the 
transformation of the Industrial Fi¬ 
nance Corporation into a develop¬ 
ment bank and the formation of 
one or more unit trusts, which am 
all on the cards. 


would-be ft confession of Mum, 
but perhaps even that will hove te 
be faced to end the present stale¬ 
mate. Certainly, despite the best 
intentions, the neutral centrists yeem 
to have little more that is fruitful 
to offer, * 


of Credit 

Unlike, in last year, the banks 
should be in a sufficiently liquid 
position, judging from the trend of 
deposits in the last few months, to 
be able to expand their loans much 
more easily even if credit had not 
been relaxed. In fact, they are not 
likely to be under the same pressure 
os in the last busy season to most 
to the Reserve Bank. The relaxation, 
therefore, can have only a marginal 
significance and largely a psycho¬ 
logical one. If, however, it was the 
intention to give a more positive 
direction to credit, it would have 
been more rewarding to allow the 
banks to borrow their entire quota 
at the Bank Rate as it would have 
significantly reduced the cost of cre¬ 
dit. This would also be in tune 
with the decline in the rates ruling 
in the call money market. Indeed, 
it is difficult to understand why the 
tier system in its lending rates is 
still being maintained by the Reserve 
Bank. Apart from being cumber¬ 
some and confusing, the tier system 
no longer serves the purpose, for 
which it was originally intended. 

The Finance Minister is, .of 
course, aware that investment acti¬ 
vity has slackened because of many 
other reasons such as the difficulty 
of securing foreign collaboration, 
without which new industrial ventu¬ 
res are hardly possible. The slacken¬ 
ing Of the rate of increase of indus¬ 
trial production has also something 
to do — how much, one does not 
know for sure — with the inade¬ 
quacy of maintenance imports. The 
success that India has already 
achieved in convincing the aid- 
givers of the necessity for untied 
aid, highlighted by the decision of 
the World Bank to extend such aid 
for the first time to India! —* 
also the first untied loan by the 
World Bank to any developing coun¬ 
try — holds out a prospect of some 
relief in this direction. 
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; #!ir*fiKfeto Independent *;, 

A FtER a month's talk* in London 
' fr with the British Government, the 
formal framework of the new Ken* 
y$n State has been settled, and its 
Independence on December 12 ftssur- 
, cd, the compromise reached at the 
talks showed that Britain was not 
prepared to use its military fores to 
■ ‘defend the regional demands of the 
Kenya African Democratic Union 
(KjiDU), representing some of the 
smaller tribes in Kenya (and parti¬ 
cularly the Kalenjins) against the 
will Of the majority ot Kenyans, The 
Kenya African National Union 
'(KaNU) for its part scaled its 
claims down, and remained satisfied 
with the powers over police and civil 
service not being taken from the 
wight regions and given to Nairobi. 
Jit addition, KANU accepted that 
constitutional revision could only 
take place by referendum in matters 
affecting the powers of the regional 
Assemblies. KaDU is comforted, with 
the knowledge that matters affecting 
Individual and tribal rights; regional 
boundaries, and the composition of 
regional assemblies require support 
from Seventy-five per cent of the 
Jfouse Of Representatives and ninety 
per cent of the Senate. 

The achievement of a compromise 
is surprising given the long and 
tortuous wrangle at Lancaster House, 
interspersed with bitter denuncia¬ 
tions, Both aides tried to stampede 
the British Government from Nairobi 
’ awhile Kenyatta was in London, 
KANU in. Kenya demanded the 
.withdrawal of the British Governor 
and immediate independence for the 
•cowntryi while Ronald Ngala nego¬ 
tiated for KADU, his Kenyan 
followers announced immediate 
passion from the. Kenyan Union 
ai din g Government troops and 
causing a minor flurry. Whether 
leitber side gained by these tactids is 
unclear : in any case, they hardly 
affected ’the basic issue. 

- When die colonial power is with- 
drawn. in any country, # leaves, a 
Wticuum in which, contesting ele- 
i clash in the. strqggj* to * e ~ 
the old. authoritye;K^ya A M 
, surprisingly stable, KANU 
' election , has slowly * extended 
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its influence, end with the adherence 
te its standard of the former KADU 
ally, the African Petrie's Party, it 
now represents the three major tri¬ 
bes of Kenya (the Kikuyu, Luo and 
Khamba tribes)* holds eight of the 
thirteen sniail tribe seats in the 
lower House, and is broadly sup¬ 
ported by Kenya’s white population. 
Accession to office strengthened -its 
claims to bring a national party T— 
steps towards ah East African fede¬ 
ration were undertaken almost , im¬ 
mediately after forming the Govern¬ 
ment. In addition, it has attracted 
some Asian support (despite the 
fiasco over home leave recently); 

The constitutional talks have 
given some formal shape, to the new 
strength of KANU, but ip the nature 
of the case, it cannot settle the ten¬ 
sion between the groups in Kenya. 
The Somalis in the former North 
East Frontier province boycotted 
the elections, and have never lost 
an opportunity to state their alien¬ 
ation from Nairobi and desire to 
join Somaliland. What the Kalen¬ 
jins, who showed two ‘ years ago 
that they were effective in carrying 
arms against , authority, have hot 
yet indicated through KADU is 
how far they/are prepared to carry 
their demand for autonomous , re¬ 
gions. Tension, flaring up into riots 
between KANU and KADU during 
the celebrations of the first. Kenyan 
Government last June, is likely to 
continue. Even , within KANU all 
has not been immune to the dis¬ 
integrating tendencies — there have 
alre&dy been sharp faction fights, 
•and most recently, rumours 
that the youth wing of the party has 
burnt crops ■ in the Highlands in 
protest against .party activity, 

But, for the moment, Kenya lias 
purchased a' breathing space in 
which to begin the ’ heavy- task of 
developing its potentially: very rich 
country. Before the serious fission 
tendencies , develop, perhaps they 
will be able to express themselves 
in the Wider and more secure 
arena of the. East African Federal 
tion. ' _ '. • _ , 

£nd of Itotwkfo-Npdv 

f f?HJj. Drayida ; 8gimi*tra' Kasha- 

gam** prtrffilsed-land was sup¬ 
posed t© comprise. SCeiWia, Andhra 
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and Mysore, besides Madwfe. ¥<* ‘ ' 
curiously the party had not afe, 
slightest following in theOe Statei. . 
Uvea its popularity in Modest raab 
3y -owed little to its , secessionist pm-. ‘ 

. tensions. And for all the fire-breath- ‘ 
ing by its leader* the D M K itelf . 
took its avowed'objective of a sove¬ 
reign Dravids Nadu just about as . 
seriously as the people. : ; ,: 

So" when 'recently the '] 

General Secretary, C N 
quietly let it be known throtteh oh • 
article in the 'party newspaper flu$ 
the DMK was abandoning Dravida 
Nadu once and for -all, -it Caused 
ho, more than a ripple." Instead'of 
being the D M K's clarion call, Dr*; .- 
vida Nadu had become the dirty 
■word for the party’s opponents to 
Vilify it whh. The Sixteenth Amend¬ 
ment to the Constitution provided 
a tonvenieiit excuse for Ansadorai, 
who is no obscurantist like his 
mentor E V R Naickyr, to get fid 
of a totai political liability. 

Formed in 1949 as an offshoot 
of the virulently anti-Brahmin Dra- 
vida Kazhagam, the DMK now 
constitutes the principal opposition 
in Madras. But it has long Cut its 
milk teeth and it is doubtful whe; 
ther anti-Brahministn was a major 
factor at all in its striking success 
in the last General Elections.-With 
the exit of C Kajagopalachari from 
Madras Congress and the passing of 
Congress leadership into non-Rrah; 
min hands, D M K’s caste appeal in¬ 
evitably waned. In fact, the 1962 
elections found the DMK in a 
working alliance with 'the .Swptarrt- 
ra party -which in Madras' is large¬ 
ly, and correctly, identified with tt» 
Brahmins, Rajaji addressed election 
meetings organised by the DMK 
and appealed to the "intellectuals^ 
to vote for it in constituencies where 
the Swatantra Party had < no candi¬ 
date; ( -‘ ■ ' ■ 

Even opposition to Hindi catmot. 
provide the DMK. with a viahle 
long-term platform rince the fliiidi 
versus English choiqe has tittle «®aa- 
Ing for the vast majority of It* fofl; 
lowers who, "unlike, the middle etua, . 
wh'ite-cbHar supporters 6f 
tanteg' pai^y, ■ have. n& "vested ihtriwd 
in tfo retmdoiT of .English. ©tfc»K • 
wW'tdao.’ Si must *#o6t«r l '. 
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tp# ia ». federal stBte wit& jfedcEi- 
w« ■ taw». ®f ■ g wa am ri a . ft ■ ter. ■ 
«*faably happens that. 


ere; now, *o 
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'Which fegepua the-part* 
khto&to'foW* by the. wpc 
• ,. r -^'^'.-o^otdtoAan and appeal, re- 

v'v IfcBl w r ia -Ihe 
jj&Bttf of.» Xjdemttn^f.'j&Mty «ay-‘ 
oner .as Wl organised or 
«S_ in k^ala or. Andhra, 
3|t. V-rest acape. To exploit ( 
portuiuty tine DMK lias t0 
tttm fnwn csste and language to 
economics. It ia to die credit of at 
laatt *' section of die DMK lead- 
m&rip rthat it' has recqgnieed this 
and as long as this 



; jffp ffffo t Cf v 

• juil.ag-./tfer Slates, do;when, ftfiy 
divert funds earmarked for imp**?* 

. tog-the tjjttdity of edwatjoti *to 
opening more achoolv/docpeasih^ 

the enroJiamt oistmtentej ate;- ,y : 

It is now estimated that the if* 

, rohneat kyolass** IX, X .aad'Xl 
M the end tif 'the TjhirdyFifa- w£U 
‘ be 52 lakha as against 45.6 lathi 
envisaged at the" tinp^af the formu¬ 
la fion of the Plan. This member 
isexpected, to rise to wU over, 100 
"lakhs by the and p£ the. Fourth 
Plan. Unless, therefore,’ at least 
30 to 40 per cent of the additional 
numbers are diverted to vocational 
arid semi-vocational courses, the 

consequences in terms of educated 
ufpeipployment are_tpo frightening 


section conti- 
party, tfe D M K 

' dfil' dbftitsU an effective threat , ., , "> ■ . ""r , 

' 1 --' ■ hlfTiA of school education can emerge oj^j 

: i£Si!^L < ^? w ; *&«*“•ito aim*. Jl 
v»y4MeAw. tmahettw than K 'Mummj. B , ^rfdMtihfo. nimnhsr hf ,, ghupacr 

entering schools have to ha prepay 
, ... . . ed for a career without thehrtrefif 

VEP another year, it is likely, may of any farther education, 'then the 
t /• - be" added to the duration Of education system ha* tobe' revam- 
lithooling all over the. fcountry. It ped accordingly., ‘ v’ 

ia-not long ago that the Govern* ‘ ‘ " ' “ - 

nwfltt 'fisec 


: SWoodcuy Cowf 


tie 11-year school 
Course As the standard pattern to 
bis adopted by all the States. Now 
the All-India Council for Secondary 
Education, which met in New Delhi 
this week, has expressed itself In- 
favour of a total' of 12 years of 
schooling. This is not to be taken 
to mean that all the States hove 
implemented the earlier scheme, 
Far, from it, even by the end of the 
Third Plan only some 3ft per cent 
of all secondary schools in the 
country will have changed over 
' to. the 11 -year pattern. Most of 
the States have pleaded shortage of 
finance and lack of trained teachers 
aa the reasons for their failure to 
taftyi tfto change: It !js surprising 
,io view of tfiis.. that the Council 
should be, in such haste to further 
lengthen th» higher, secondary 
■rebvt0i-\/‘ _ ’ ■ _ ' 

. w ,lt »’ not, denied that since for a 
rntfdnty of those entering schools 


There is- ho dearth of ideas; 
A • workable scheme for teaching 
craft, and other practical courses* in 
■our school*, is there in 'the report 
ot the .Mudahar Commissjutm. - The 
so-called multi-purpose and junior 
technical schools Are intended tq 
prepare- students for, middTe-Thrhl 
jobs In' industry. Yet .their num&er 
is very small because they - s 
more expensive than schools dc 

. otit general education. Much _ 

ger, funds than are now provided 
have to be found to equip these. 
schools and train teachers, for these 
courses. The problems are Also 
organisational. of taking the initia¬ 
tive and pulling out 'of the rut. 
Unless thev are tackled and the 
content and pattern of school edu¬ 
cation is linked to Its aim*, leng¬ 
thening the duration of ~ schooling 
will only result In • wasteful diffusion 
of the all-too-limitBd' rial and 
financial resources 'available " for 
-education, , * . . v,".' - 


r 4 ■"—rr***" ■ — toeftPfc 1 

than 'met, ■ fit Gov erm ne g tis right 
iMtod^has no way eg knowilto whtt 
Jtfca .foft n vp. to. 

. thetetoss'tnaes to. he mqehf bma& 
'p& thong «nd mtott lapses ate to 
foibUted to its abeeneo than to way- 
(jhing . elae. . > 

'. Tl» teams of dfiefob. despatdbed 
by-'the fefttral -Goveipotont to 'the ’ 
Stotts\to review agricultural pm* 
gbammes earKet this year Verb of 
tbe opinion that the “unsatisfactory 
- admiiristretrve and organisation&l 
amtigemerit”' was by far the moat 
important single factor resporrpftjfo 
for poor result* In agriculture. This 1 
aMtortaticaBy led die Agricqftprie 
Minfsrry to set up a Working-Group 
! “to review the existing ' arrainpw , 
. mepts ' and suggest. aweretot aw- i; ' 
«rie» fttr hringina alwut aifoqwpid $ 
can ordination wathio the entfiw-’AM^ ft- 
winfotehrivis:::.. are!-'. ■ pi 

•MetattP., 

■ the Croup had. 16. aMnabqnj 
Union Mitiisttrs, fi'.Stafo 

dbe member of the Plamiiag 'Gmo* ‘ 
piiasion and the rest cfvil -.sefvanta :ft 
-* qH. well yerred the tylwffeelt- “ 
ties of the .Adminfotrative 
and the puances of w 
propriety. It, is ,Hardl« 
tfi^efqjto, tfie ,0«wpV repciS 
is concerued primarily 
■' .'"pOWbna /in. ithe -odmptet . :*!; 

hierarchy and such deiicate nunym; . 
As the.proper joutiug af papers aBd 
wpo ia to write whose confidential' .* 
report. The principlea pf adminisilto %' 

■ tioq enunciated' by. _Ae : * Working./ 
Group, are tie doubt unexception¬ 
able : that the new ‘fintegrated”, ap-* : 
preach to agriCuftnra] development * 
fas opposed to the earlier ‘♦aegraen- ■ 
tary” approach).- aelf uirf «- * sitodb 
organisational unit, , with ^edfic, , 
and dear-cut respOnAibfiitie^ at 
levels; and that this should' not. ne 

suit -in, “unmanageable wort load^; , \ 

L for any single fometionary or -im y 
derpipe specialisation; In, spelling }, 
out these general - principles - the 
Group pays piericulous artt^nrion; tn. 
ftbMentlafufes- and status mid- sti^r 




school -or hi^aer;secUndary 

.cpnsthultea d»e, .sum.' total of y<M>nunaticn fn - sjt e s.u a ^*i -rt. ..nj*W T4a n w',.AS 

flit ’ training with which to ”^UHAT ■ happens when- * riSt mr iyhnr r i/'ruKhtbnrl tiSli 

cowasf must be- made Nga- -Tt "^Chv~>i' ^ 

as vptosihlpi • But waft ^ed^pHmarHv ,ibr “to* s2’l?»S i-jqz£*re£ 

%;■; attention on-,4*id f^ggetts'-,ih^;:#t: th*. 

}V tixe^duraliost.of ti -’’a SectJte^f!f-.^toJ *M. departments and 

? ^ mi 
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qgettclre jbodqtttwd with egrfobltotfcf 
production and Parofiayati *iUJ 
abouW be integrated in one depart 
men! '/that may be known as D* 
pirtment of Agricultural and Ru* 
; yal JDwelopmerit”. Hw head of 'thia 
INpUrtm^ to be designated “Cow 
ttumuoner for Agricultural Produc¬ 
tion: ai»d • Rural Development”;, 
should “co-ordinate the work of 
Heads of Departments Concerned 
with agricultural production”. It it 
pot obvious how, in practice, this 
senior official will prove any more 
effective than the present Develop, 
intent -Commissioner, the abolition 
of which post is suggested. At .the 
district level the responsibility for 
co-ordination is put. on an Agricul¬ 
tural Production Committee, con¬ 
sisting of the district officers of the 
concerned departments and non-offi- 

It is difficult to imagine such a 
Committee doing any fruitful work; 
Nevertheless,. it is to have a mem¬ 
ber-secretary (prescribed designa¬ 
tion: “Agricultural Production Offi¬ 
cer”; prescribed rank: senior offi¬ 
ce*. class I) to assist the Collector 
(Who will write his “character 
roll”) in the task of co-ordination 
“under. the overall direction of the 
Agricultural Production Commit¬ 
tee”; This, officer, in turn, will have 
Under him the Block Development 
Officer*. And to enable the BpO 
to, devote all his time to develop- 
rnental Work, the group recom¬ 
mends, with a fine nourish of offi- 
pialese, that, he may be assisted by 
another minor official “who may 
be designated, for this purpose, as 

PA to the BDO”! 

1 What matters more for develop¬ 
ment— the framework of adminis¬ 
tration or the men who fill that 
Framework? , 

Outsider Shipping Service 

Our,Shipping Correspondent writes : 
^pHE apparent tug-of-war between 
-the Government^and the Karma- 
bom Conference aver freight rates 
pas now become an elaborate farce 
wltich should fool no one. The 
Government had made it known that 
'i would be satisfied if the increase 
of vl2 j per cent , proposed by die 
inference was scaled down to 10 
W r cojj. And spinout that the 
Conference has sehled for a. 10 par 
cent rise, the Government cannot be 
at* dissatisfied in fact as it pretends. 

As Conference no 


. * 


" ifemi~ arm; iadffifiirtjjbdykia; -Him- 

hfom in whitf, iai sotste obecure-rea- 
tin, are called ‘sensitive' commodi¬ 
ties’ and the matter wifi end there. 
Of course, the Government is show¬ 
ing great enthusiasm for an India- 
11 K service outside the Conference 
but this may well end up as a damp 
squib.', , ;> • 

Ode should not be sb discouraging 
perhaps about the Government’s 
intentions. It is, indeed, a consider¬ 
able advance that the need to break 
Conference monopolies should be 
recognised. The pity is that the 
Government should attack the Con¬ 
ference when the Conference has. 
On economic grounds, a' reasonable 
Case. AH saidT and done, a 10 per 
cent increase in freight is not likely 
to affect much our exports; nor is 
it probably unjustified from the 
stand-point of the economics of the 
Conference lines’ operation. After 
all, even the Govemment’a Maritime 
Freight Commission recommended a 
7i per dent increase. ‘ 

-It bears repeating, however, that 
the crucial point in the battle bet¬ 
ween the Conference and the Gov¬ 
ernment, is not the arithmetic of the 
freight increase but that the Con¬ 
ference, in ignoring the recommenda¬ 
tions of a supposedly independent 
body appointed by the Government, 
has shown its contempt for Govern¬ 
ment control. Therefore, when Gov¬ 
ernment spokesmen repeatedly stress 
that our merchant fleet, including 
tramp shipping, should be expanded 
so that we are not left “at the mercy 
of vested foreign shipping interests”, 
they have arrived at the right conclu¬ 
sion, through the wrong reasoning. 
The need for an alternative to the 
Conference is great, not so much to 
beat down the increase in India-UK 
Conference- freight rates as to ensure 
that the Conferences do not in future 
act arbitrarily and,ignore the Gov¬ 
ernment, in any matter including 
freight rates, 

What the' Government proposes to 
do is still uncertain. It may be sug¬ 
gested that it should acknowledge 
the Conference's gesture in scaling 
down the. freight, increase, a little 
more gracefully. At the same time 
it shodfd continue td pursue' its poli¬ 
cy of encoliragiftg independent car¬ 
riers Who Operate tt and from India. 
The case for hatfttg independent 
carriers is fotifify irteonnected with 
the freight intrt&te' by the India- 


shpad not kir itnfM 
U K service but sbottHf %“ ^ 
ged in aII «ryic*B tp and 
at present nibctlopoKred;^ KjOrgfy- 
encesi It fs : well k ttayUft 
Japan Conference, for instapob 
tends to raise rates fforit 
India. Before this is done, tfco Gd^. 
femment should put info effect Jto 

declared policy of encouraging; 
riders, If the Goygrpa*' 1 * 
to its recent pronoun 
extends the support if 
within a reasonable period Indian 
shipowners should he in a position 
to provide a nucleus for an outrider 
service. ’ ' 1 :r< 

The Government should take care* 

h™ T ’ -T *1 °T? bjr *»*«#*• 

ft can, with_the Indian merchant 
fleet and without gross violation of 
propriety in international trades, do 
eiuch to encourage independent na. 
uoual lines, hut it cannot gosofar 
as to cut out foreign lines complete- 

will, ? ntrols f ou,d he exerefoed 
ZSnf* 3 without apparent 
mas. The Government should en¬ 
courage not only Indian shipping 
ompanies but also foreign tramp 
companies to start an outsider hS- 

As yet Indian shipowners have 

JjjS to , P° nd »«> the Govern- 
merits challenge to huild up fin 

outsider service. The real test of 
how far the Government will bo will 
come if ‘he shipowners do meet the 
challenge. That will be the time to 
watch the Government’s actions. 

Automobiles, How Indian? 

DIALOGUE between the Govern- 
H* 5 ”* afl d the automobile in- 
dustry follows ah unvarying ’ Da t- 

*• w-?srsiipfjsi 

beavtly on imports and reiteraLg 
‘hat m view of the ehorUee af 
oreign exchange no expansion can 
be permitted unless the mdi ' 
reduces its import' bif| 4 T&n 

8ter , Steel and Heavy Ittth 
probably had * godd 

going trough this feiriUiar-■£* 

«homtl exercise at th® meet! 
the Developmwit Cotmcff ; fof 
mobile Industry.be— • - 
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•■ 'ricerrtlyaa- 

.-rioiijsced' W-ojfid Bank loan for 
mainWmnce imports, part of 
jwhiph, la earmarked for me suto- 
jadiitt industry, i-will not mean an 
increase in its total foreign ex- 
■ -change: ration? 

" That expansion which would 
commit the industry to larger urt- 
jspm is impermissible ia unexcep¬ 
tionable since, with the foreign 
position being what it is, 
#. id jtoow likely. fo result in larger 
unutilised capacity than higher out¬ 
put Tor,' fanciful calculations pur <7 
porting to show how the indigenous 
content of motor vehicles has gone 
up notwithstanding, the fact re¬ 
mains that the automobile industry 
accounts for a foreign exchange 
expenditure on maintenance imports 
whidi isnot all that much leu than 
what would have to be spent if the 
. vehicles were completely imported. 

Sow does one account for this? 
Prom time to time die Government 
has released foreign exchange to 
automobile manufacturers and an¬ 
cillary producers for import of 
machinery to expand indigenous 
manufacture. Every time these allo¬ 
cations are linked to a new target 
of indigenous, production. Last 
year, for instance, the Government 
was publicly hopeful of the indus¬ 
try achieving 90 per cent indige¬ 
nous production by April 1963. 
-But now Subramaniam tells us that 
the most that can be hoped for is 
that this target may be reached by 
the end of next year. What has 
gone wrong? . It may be that the 
-original target was too ambitious, 
but should not the Minister tell the 
piuhlio- frankly that what has been 
.achieved is not commensurate with 
the expenditure of foreign exchange 
'aiid why? 

In fact, one may question the 
.validity of going by a notional tat- 
'get of indigenous content for the 
jindustry at a' whole since it is well 
•known that different unite have had 
jmarkedly .uneven, success with their 
.production programmes so that the 
; indigenous content is now said to 
'vary between a Tittle over 50 per 
jcewt and 8 Q per cent. The time 
'schedule for increasing ,, indigenous 
’manufacture, therefore, '■ has to be 
’separately fixed for different manu- 
jfactpmrs • and -their foreign ex- 
tchange requirements determined 
^ ftWffrdiaglyr- tfelase.... such,. time 
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^blea pre .#® fis 4 tnfytceS, got 
Arosgri; ‘GevefisBetit tusolutinns and 
$xhorialioi», but though coma 
combination of inoeauve* and 
penalties, the automobile industry 
will remain in the qul-dc-tac it has 
got into, 

- / 

Attracting Tourist* 

pOR a foreign exchange earner of 
some importance — it ranks 
sixth in our export list — and vast 
potential, tourism has not received 
the serious consideration it deserves. 
Quite recently, hpwever, there has- 
been a spurt of interest with the 
appointment of an ad hoc commit¬ 
tee on tourism, headed by L K jha, 
Secretary, Department of Economic 
Affairs. The report of this Commit¬ 
tee has not yet been released to the 
public but is said to be under offi¬ 
cial consideration. 

Like all measures of export pro¬ 
motion, policy for the promotion of 
tourism should be based on “market 
information”. What sort of foreign¬ 
ers come to India ? The Ministry of 
Transport and Communication comes 
out with statistics of tourists. As in 
most other government publications, 
there ia a considerable time lag — 
the latest available data relate to 
1961—but the information is plenti¬ 
ful and detailed. Thumbing through 
them, one can reach some interest¬ 
ing generalisations; the “average” 
tourist coming to India is most like¬ 
ly to be an American male, between 
31 and 50 years of age; an “em¬ 
ployee” (private or government) by 
occupation, he has most probably 
come to India foT pleasure, arriving 
•'Ey air and spending as many, as 39.6 
days in the country. 

More significant for development 
programming are other details. For 
instance, while the largest number 
of tourists came from the U S, 
tourists from Ceylon, Burma, Mala¬ 
ya, Singapore and Africa together 
formed as much as 30.3 per cent of 
the total. These are “markets” with 
little immediate prospect for deve¬ 
lopment. Since many of the coun¬ 
tries in this group themselves face 
balance of payments difficulties, the 
tightening pf their travel regulations 
—inevitable, as- we know Only too 
well — will naturally affect our 
trade. In fact, this is already ap¬ 
parent. Preliminary figures fdr the 
fin* seven . months of the current 
..year, show that , while there .waa.an 


iatzym i* d» number sff jwrfata 
japw* the U S, Eunjpe and Japan, 
it was mone than offset by a decline 
ia tinflow from Ceylon,. Burma, 
West Asia- and Africa. 

This ia something that cannot''fin 
helped.- Planning for the develop¬ 
ment of' tourism has to he done 
principally with an eye on touriets 
from the Americas and Europe (new 
forming 56.4 per cent of the total) 
and those whose purpose of visit is 
pleasure (45 per cent). jlot that the 
claims to comfort of business or 
other tourists should be ignored; 
but as a source of income, they are 
surely less “elastic” than the plea¬ 
sure-seekers. .-. 

Increased effluence, more leisure, 
transport: of extraordinary speed; and 
the new spirit of international ex¬ 
change have all contributed to the 
vastly greater-mobility of this pdst- 
war era. It is estimated that total 
international travel expenditure h#W 
exceeds $ 6 ■ billion, per annuni-**- 
of which citizens of the 11 S alone 
account for ’about $ 2 Billfont-It 4s 
also estimated that Europe received 
as much as about 45 per cent-Of 
the World’s international tourist 
business, This is understandable 
since Europe has well developed 
facilities and offers a wide range of 
attractions, within a comparatively 
small and compact area. For Ame¬ 
ricans, it is within easy reach arid 
also has the “pull” of cultural affi¬ 
nity. Europeans themselves . are 
highly travel-conscious, but they 
tend to spend their vacations In 
intra-European travel, easily accom¬ 
plished by road. 

-India is quite a different case. Its 
“exotic” appeal--is likely to nuss 
quite a large section of the travel¬ 
ling public; and for most of those 
who are attracted by it, a visit to 
India is,a “once in a life-time” af¬ 
fair, It is not entirely surprising 
that most Americans who seek non- 
European travel go to Japan via 
Hawaii and then turn around and 
return home, ignoring the Pacific 
region and the rest of Asia. This 
again is a feature that cannot he 
‘.bedped, though effective and - im¬ 
aginative publicity will asrtainlyjfirt, 
be. wasted. 

But what is more pertinent is the 
proyiaion of ' facilities within r the 
country. • Accommodation naturally 
tops the list. Unfortunately* the deve¬ 
lopment of the hotel industry takes 

sMMS 
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k- Invettgdi% 
‘problem, - 'but' timaagcttirift 
*1*0 count* tor a great deal. P-iSvfae 
* sector tas certain obvious advahto- 
f ge* here but' it is likely to Sna the 
! . prospects/rather uncertain, wped#d‘ 
, jy in tire more out-of-the-way tour* 
- : 4»t interest spots. The ineeaptiVe» 
, offered by the Government -tt * 



*1 »«£, 

I m rabii I* 

i 

se(^V^vii|itthrtivd> .% - ftitiaiis'aifr 
aadtide % a&raqdy redogstifod, Only 
tt -swiM^A-wwi to hear hf mind 
that a measure of comfort lb* quite 
compatible with austerity, 'and, is 
certainly mbfe' IrirpoRant than 
“clafti” andipamp. ' 
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Reform or Revolution? * . * 


,. A VERY odd and inaccurate cam- 
).* , . mefit appeared in your issue of 

. October 26 on the recently conclu¬ 
ded session of the National Council 
of the Communist , Party of India. 

‘ ' First, it is hinted that .35 mens* 

V ,, ..bet? of the Council are in jail and 
. * {that * their presence would have til- 
< ted the balance against the present 
-. majority. Only 20 members are in 
jaij, four ere . dead and ll 'woj-e 
^absenfoet, It is quite wrong .to be* 
»- jievethat even of the 20 in jail all 

■ . Would necessarily cast their votes 

gainst the. present majority. 

.: [ Second, die public censure of 
* Gotial&n is interpreted as an act of 
.'political vendetta;. In actual fact 
{fcopaWs misdemeanour was to 
> ’ puHiclyviolate the discipline of the 

• •' Party by attending a meeting which 

bo was forbidden to do. He now 

■ admits, as againat earlier public 
.pronouncements, that he knew the 

«*- -TVty had prohibited, him from at* 
\ pleading that meetings At the meeting 
, Gopalan declared that die. Party was 
' divided into pro-imperialist and 

• ;.;|tott-imperi*Jfct. sections, into prU- 

government and anti-government 
^ ; .;t;|lpups, . 

,;Y; Can amy disciplined organisation,. 
*' r l« ktohe a Comanmist Party, foie- 

■ . ' tote au«h flagrant breaches of*, die- 
;v; .-'jdpline-'? Ihe. C P 1 has, .shown that 

; /ft -few' respect .for hs organisational 

• Vlltindplep vand- would come 'bat 
| ^Mpast- its tallest leaders should 
VwkV violate these prindples — .in 
'•^•*ditphde,.'*adly lacking in other'par- 
^•;MS»,i“aa hi evident from die cases-of 

''/Jhttil, «ad. AsohaMehta.: -'r-• 

<r, the comment hastily potf* 
te "West Bengal, Kerala 
Pradesh, branches' of 

' fcvlfo*, 

■ p r ovi d ed hut as the latter two State 





Councils wiH soon be "pjeedpg we 
can 'awsut* the Results. One can. 
’however, hacard the prophecy that 
you will he ehagrined at their deci- 
sions. As for West 'Bengal you 
would again dp well to wait till the 
jailed leader? are (eleaaed. 

.Fourthly, it is not Dang© who has 
- “unobligingly postponed” the Party 
.'.Congroes till September next. A 
Congress takes time sinp^ conferen¬ 
ces have tQ be held from the Party 
branch upwards. AncL it 1* hoped 
that public pressure by that, time 
wiJJ have persuaded die Government 
to release sill , the Contpuruste now 
in jail.. One Has .not heard that 
Gopalan and his supporters demand- 
ed the immediate convening of the 
. Party Congress. 

Fifthly, to describe the prepent 
political line and mass activities of 
the CPI as “parlour politics and 
-class collaboration” is downright 
slander—an echo of the vetY words 
’ .used by the JPririhg People's Daily 
..against the C P I tn its outrageous 
editorial “Mirror for. Revisionists". 

Never before in close to four de¬ 
cades of Party history had such a 
massive and successful, all-fndia 
Campaign heen organised by the 
CPI ns.,the Great Petition march 
only some months pgo. The recent 
session of the National, Council has 
' outlined a further course pf mass 
,campaighf -and struggle which, one 
would* invite, critics at “parlour 
. -politics*’* to'be courageous enough to 
.Openly join. Or, at least, they 
might epljghten us on what more 
, ^rewtutiomwy^ .step*, and policies 
Aey would like the C.P I to adopt. 
To join the Jana Sangb and Swa- 
. tantra JPwjty; in an ifidiscrftumate . 
. onslaught agaimtt Jfdklu, perhaps ? 

•• P,I',' ; hhd’ ; its 

,«dy y wdcomsd. 


*ad.;.i 
. raoy ash! 
akln te the bsyp 
frostfotod ^cati 

Hyderabad* ; ;: 

October 30, .* -■*> 

- fife* <hd ■ wof ihSh . 

Natlona^ Council members jwetie ’ 
prispn.^W;ohly.stlgjrewd3to*-.'^f 
present majority mijptt 
by the 1 release m ; ’Sm ■■ 

We did not mention a - 

vendetta, but dsd assume tbat s^hita . 
important political . dtviskms 
contesting groups -will attempt 'to * 
destroy the influence of their rivals. 

Is the C P I immune from thi& phe- " 
.nasnena common in other pobtical 
parties* particularly CommUBstt 
Parties'? 

Mohit Sen’s defence of . the ^E? 
ci*T line, merely because it hsqqjeas 
to be official does little credit to the 
history of Conummuun where the 
term Bolshevik (‘minority’) has 
more than passing significance -~ 
nor does it help understanding of 
the important political /issues our*’ 
rently debated in the * C P I. To 
discuss these, in terms of what, a 
‘disciplined organisation’ can .tole¬ 
rate is to raise the organisational 
queition far above the political.., 

The political issues are vital, aiid 
have be«i somewhat neglected. Our 
attempt was merely to view the prp*. 
sent struggle in the C P I in terms 
of those issues, rather titan, os ques¬ 
tions of nationalism or party discip¬ 
line. ' '• / 
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On the Eve of the Jaipur Session 



•SjOOAi, all attention will be con- 
, centrated on the All-India Con- 

f rees Committee session at Jaipur, 
Ut in the Capital a very serious 
y»w is being taken of the Pakistani 
thHftary build-up at Dbumabari and 
Lathhila in Tripura and at Chak- 
not on the cease fire line. Ayub 
is obviously a good student of Pek-. 
ing’s border tactics. He, too, is 
attempting to push into these two 
pockets of territory which are sup¬ 
posedly ‘disputed’. 

The assumption is that a Paki¬ 
stani adventure here will be easy 
to explain to the US State Depart¬ 
ment which is reported to have 
made it clear to him that clash with 
India would be viewed as proof of 
Rawalpindi's collusion with Peking. 
A minor skirmish, Ayub believes, 
will pass unpunished and earn him 
much-needed acclaim among the 
bellicose sections in his country. 
The unilateral US postponement of 
the official visit of General Maxwell 
Taylor to Pakistan is significant. 

Trouble on Indo-Pak Border 

Ever since the Chinese cease-fire 
and withdrawal, the army staff has 
been only too conscious of the 
possibility of Pakistan attempting 
militarily to embarrass India and 
in this way ‘proving’ her friendship 
for China. Indeed, this opinion 
was shared by many perceptive 
persons in the Government of India 
who while discounting the likelihood 
of another Chinese attack this year 
were not nearly as sure about Pak¬ 
istan’s intentions. 

Unfortunately, however, the lesson 
we learned last year that it was 
foolhardy to rely on the USSR to 
discipline a pugnacious China has 
been forgotten, for a dominant see- - 
tion in Delhi is now deluding itself 
that the USA will curb Pakistan’s 
aggressive appetite. This kind of 
wishful thinking can have grate 
consequences. 

. Of course, despite what moronic 
siiock exchange speculators might 
believe, an India-Pakistan clash in 
tlifc east or west can never take on 
the dimensions of last year’s battle 
in the Himalayas. The cease-fire 
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line in Kashmir is ‘registered.*, as it 
were, with the United Nations. In 
the east, Ayub knows that he must 
tread warily. But there is anxiety 
in Delhi about the repercussions 
within India over the present Pak¬ 
istani posture. 

The power-seekers who last year 
exploited the collision in the Hima¬ 
layas to ‘bring doWn’, the govern¬ 
ment of Jawaharlal Nehru could 
again come out on the streets if Pak¬ 
istan violated the existing border— 
and. it would be easier to disrupt 
law and order by picking on the 
so-called ‘the enemy within’. Have 
adequate arrangements been made 
to meet such an eventuality? There 
is still a deep reluctance to remain 
on the alert, fully prepared. We 
are lazy, and only too willing to 
lapse into aputhy. 

Defence Production 

Any one who takes the trouble to 
investigate our defence production 
efforts soon comes away with the. 
impression that we are still wallow¬ 
ing in the belief that foreign military 
aid will solve our shortages. A year 
has passed since the Chinese awak¬ 
ened us from our slumber, but there 
is .still no coordinated plan properly 
to utilise unused capacity in the 
private sector for defence needs, to 
mobilise the best managerial talent 
to reorganise our ordnance factories, 
to expand their production and to 
build units geared to manufacture 
the new equipment we require to 
modernise our armed forces. Small 
wonder, then, that hardly any sus¬ 
tained work has been done to ad¬ 
just planning perspectives to meet 
the defence needs of the future. In 
fact, those who think of perspectives 
are seldom briefed on matters per¬ 
taining to defence production. 

This grave neglect is highlighted 
by a series of obviously inspired 
reports circulating in the Capital 
about TTK’s ‘first thoughts' on the 
budget of 1964. Apparently, the 
Finance Minister has assured that 
his taxation proposals will restore 
personal, and corporate incentives. 
In fact, he is out to convince that 
he means business. 


Actually, the truth of the matter 
is that TTK is relying heavily on 
the GDI's inability to spend the Rs 
900 crores set aside for defence* 
He believes that the revenue loss 
implied by the modification in the 
Desai budget and the estimated defi¬ 
cit will be more than covered by 
the ‘kick-back’ from defence. The 
other possibility is also there: that 
the Desai budget will yield much 
more than estimated. In such a 
situation TTK will be in a position 
to offer substantial reliefs. 

Morale Boosting 

In other words what all this means 
is that a very mechanical view is 
being taken of what constitutes de- 
fence expenditure. Considering 
that ordnance production was so neg¬ 
lected over the past fifteen years, 
and tied-up Into knots by the extra¬ 
ordinary overlapping of authority 
between TTK and Chgvan during 
the past year, there is every likeli¬ 
hood that some Rs 250 crores set 
aside for defence will remain unspent 
But what prevents Chavan and Sub-, 
ramaniam from investigating the 
possibility of ploughing this surplus 
into public sector industries which 
are closely linked to direct defence 
production? Surely, the Finance 
Ministry can have no valid objection 
to this arrangement — and, if nece¬ 
ssary, it can be approved by Parlia¬ 
ment. To permit the surplus of the 
Desai budget to become tire excuse 
for blunting the effort to raise inter¬ 
nal resources is the kind of tactic 
which makes many wonder whether 
we are serious about meeting the 
twin challenge of defence and deve¬ 
lopment. 

This is not to suggest that the 
economy can do without organised 
morale boosting. Investment has be¬ 
come sluggish and developing short¬ 
falls in various sectors could prow* 
disastrous. The Finance Minister?* 
determination td do something to 
change this slate of affairs is most 
welcome, but he seems to be taking 
the easy way out with rather obvious 
remedial action based bn restoring 
profit incentives, even ffirough whttl 
is described as ^reflation’. 
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'' li» yrath that TTK t**.' 

iayfeed.tijlen himself by h» lodge' 
-criticism* ©f government’* fiscal and' 
jdafeniiJg policies might Save a 
;wl«£^r, ; e1 feet.' Report' has -it that 
. be attempted the other day to make 
anipnds at a meeting’ of the Plan- 
, nmg Commission over which the 
Prime Minister presided. But these 
. politically inspired performances, 
dismissed by many seasoned, obser- 
vers ,as ‘double-talk’ and ‘double- 
think’, can also increase confusion 
arid, demoralisation. 

For precisely this reason, a nom- 
her of influential Congressmen are 
anxious that the Jafpur Session of 
(the AICC should be compelled to 
address itself to that long-neglected 
subject,—fndihn socialism and its 
definition. A multitude of defini¬ 
tions arc permitted within the amor¬ 
phous Congress Party, and the bulk 
of tire leadership' uses socialist ver- 
, biage purely. as .a public relations 
gimmick. * 

The cynieal public reaction which 
now greets Con'gTess pronouncement^ 
about socialism underlines the 
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iKgtitil need- k r--.it ■ 4efinitioft cf-otw 
jectivea-which .cap restore the tiaft 
of the ruling - party, Thep there is 
the problem of relating this defini¬ 
tion to,every daydwuea so that the 
millions of India can comprehend 
socialismla practical '• terms —<< 
something on which. even the mini¬ 
mum research has not ydt been 
done. • * " * ” ; ' 

Defining Socialism / 

, Naturally, the "problem of defin¬ 
ing a socialist creed 'Tor Indiais 
made all tile more difficult when we 
are witnessing profound changra in 
approach and content to so many 
problems. This is true of India, 
too. Witness the report of the Raj 
Committee On steel whitih is likely 
ta modify ideas on the subject ‘of 
controls. . With' regard, to, our coun-' 
try’s agriculture also there js ,the 
need for fieBh ahd cogent thinking, 
particularly on linking land reform 
to intensive cultivation and'all that 
it involves. Similarly, social owner-, 
ship in industry can no longer ig¬ 
nore the. vital elements of manage¬ 
ment and "competition in the intc- 
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of, euftertt,, it wo itd be-Aert-oigM. 
to imagine that - aregdvk, wor^ere 
cah be overnight embodmd into an, 
agit-prop at fhe disposal of ffie 
State. In otbei words, *if tfie genuine 
socialists wish to remaln rfejevaat, 
they have to get out of. some of. the 
old socialist equation*.. 

At b«pt,vihe Jaipur Session <&L- 
only mark the beginnings of *-hew 
Congress quest for, a viable ideojogy. 
It is encouraging to know that gone' 
at least feel the urgency for sttob* 
quest Let us see what Sort of res¬ 
ponse the) 1 get front those .’who 
commanding positions. in thb in' 
party, Amorphousness -can' .be ^0 
skilful political weapon, but not 
amorphous amorphousness! ‘ 

Tailpiece : For whatever it is, 
worth, those who observed. Diwali 
last month , had better prepare to do 
so again. The weather . continues 
.warm, and the weather forecasters 
declare, that winter will descend in 
the third‘week of November,, We, 
in Delhi, were' right for ouce. 


From the London End 


Focus on Backward Regions 


THE leadership struggle, resolved 
by the appointment of the 14th 
Earl of Home, now plain Sir Alec 
Douglas-Home, has provided an un- 
, savoury spectacle of, the , Tory Party 
with its lid off; personal antagon¬ 
ism, rivalry' and bitterness have 
been uppermost and the disco'ntent- 
ritent and rivalry continue to sim¬ 
mer under the facade o,f the new 

XJovernnrent. 

The new Prime, Minister is anxi- 
, ous to eradicate any suspicion that 
‘‘ his aristocratic background inevitab- 
, ty rfteans the end of all progressive 
movement in the Conservative Parly 
, — a suspicion that Was strong 
i enough to. persuade Iain Macleod 
•and Enoth Powell, the more for¬ 
ward-looking Conservatives, to re- 
fuse office. In, hi* first political’ 
* speech since he became Prime Min¬ 
ister, Sir AleC Douglas-Home has 
; said: “We are not lurching to the 
right, we are not lurching to the 
left. We tre not lurching at all. 


•We ^re going straight ahead —and 
Straight ahead fast”. It’is in home 
'«in‘that Lord Home is making 
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it , 


his maximum' effort to captnre a 
new momentum and initiative. 

Although the U K economy after 
12 years of Conservative Tule is at 
last beginning to emerge from its 
rut, one of ti»e most serious prob¬ 
lems facing the country lies in the 
sharply different prospects of the 
North and the South. Indeed, the 
crippling social and economic . im¬ 
balance between the North and the 
South is the toughest, most intract¬ 
able and potehtially most dangerous 
■domestic problem faced by Britain 
in the I960*. 

High Unemployment 
The latest figures for regional 
-employment (for , October) offer 
small comfort to Northern England 
and Scotland; both these regions 
have still more than 4£ 'per cent of 
men unemployed. In London and 
the South-East unemployment is 1.5 
per cent. In Northern Ireland, the 
Kingdom’s most depressed region, 
. unemployment is still worse,, the 
rate for men being 7.1 per pent. _ 
It is this* that adds point to the 
only interesting chinge that the new 


Conservative Government has intro¬ 
duced, the creation of a new post 
for Edward Heath (one of. the also- 
rans for the post of Prime Minis¬ 
ter), with the grandiloquent title of 
“Secretary of State for Industry, 
Trade and Regional Development 
and President of the Board of 
Trade”. 

Regional Unemployment Rates 

(Perctntuges) 


■ 

Oct 

1957 

Oct Oct 
1962 1963 

London and South- 


L* 1.3 

East 

L0 

East and South 

1.2 

' 1J8 1.4 

South Wegt 

La 

2.1 2,1 

Midlands 

* 

2.2 1.7 

Yorkshire and 



Lincolnshire 

r * 

2.1 l.« 

North -West 

1J5 

32 m 

North 

1.4 

4.9 4.8 

Scotland 

2.3 

4.S 4,7 

Wala* 

2J} 

3.5 S.0 

TOTAL: 

•Great Britain 

1.8 

M 2-4 

N Ireland 

7.0 

4.7 .7.1 


* Earlier classification: Midland* 0.9; 
, North Midland* 0£; Cart and W«*t 
. Ridings 0.9. , , l * ‘. 
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r'Ssartotftitt ; itag- pointed wit 
;-.vifett .Btortfe’e hew title seemsnt first 
■ sighv'to be antoyel -example of 
' ‘ sticking' part, of the ConseiVajjve 
. ejectioo manifesto into a ministerial 
. txtfc, affee vehicle of publicity'that 
the Party'* Public Relations advi¬ 
sers bad, not thought of before; die 
. . new Minister will • not have' any 
£ ‘ppwers which* the did Board of Trade 
idid.not have. » •. ■ •' • 

•’ How significant k Heath’s new 
fab really going to be? Is thif the 
.'Tory .Party’s answer to Harold 
• Wilson's suggestion put fojrward at 
\ Scarborough.for the creation of a 
Production Ministi 7 ? When Wilson 
made this proposal, ft was vigorous* 

, ly attacked in tfte' Tory pTess and 
sneering remarks were made* about 
» cutting the Treasury in two and 
giviirig one half to Brown and one 
half to Callaghan. What , is now 
going to be the, division of respon- 
sihility between Maudling, as Chan* 

.. celtor Of the Exchequer, and Heath 
in his new role as production over- 
lord ? Is the TreasuVy'then going to 
.be responsible for the regulation of 
the economy as a whole — budgeta¬ 
ry and monetary policy, ititematio* 

' nal lending and borrowing, ex¬ 
change rates, income policies, etc — 
and Heath, in his new role, for im- 
.provemcOts in. the efficiency of parti¬ 
cular industries and regions, indus- 
. trial management, training practi¬ 
ces and general relations with busi¬ 
nessmen ? Heath certainly seems to 
have cast himlwlf as the Tory ans¬ 
wer to Wilson, and his revamped 
.Board of Trade as the riposte to 
Wilson’s projected Ministry of Ex¬ 
pansion. 

Comments on Heath’s new post 
have largely concentrated ort regio¬ 
nal” development. Dealing with 
spreading prosperity, the new Prime 
Minister said: “We shall put in¬ 
creasing effort into this to see that 
no .part of the Kingdom is left out 
. of the general prosperity. That is 
why Mr Heath has his new job”. 

- Having conceded that planning 
of * a sort is necessary, is the Gov¬ 
ernment nosy coming round to the 
belief that free enterprise is not all 
that it is conjured up to be, and 
that * the free play of the market 
economy, If leu to itself, -does not, 
inevitably product the best econo¬ 
mic. results and that a certain 
amount of direction of industry may, 
lifer J kH, be -necessary? The Board, 
of , Trade has certainly, in the past, 
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»Ut out against .tbs -ilbpiScgtwos/of 
newer thinking on regional develop¬ 
ment. There j# tap denying that un- , 
. fit fairly' recently there has been a 
basic conviction in - Whitehall that 
an artificial redistribution of work 
’ between -North and South, on non¬ 
economic grounds would. weaken 
the. competitiveness of the economy 
as a whale. Fon a variety of rea¬ 
sons, economic and political and 
with.an election in the offing, the 
Government has become- convinced, 
that jmoie active intervention is re¬ 
quired to steer capital investment, 
contracts and social 1 expenditure to¬ 
wards the under-developed areas in 
Britain. It appears certain that in 
the months ahead, there will be a 
substantial shift of Government 
’ policy in tbq treatment of these less 
favoured regions. 'This is underllhed 
by Heath’s appointment, One of his 
main jobs will be to co-ordinate the 
-new programme of regional <fevtf- . 
lopment in Britain, as soon as White¬ 
hall and the -Cabinet can agree on 
what the new programme should do. 

Stronger Board -of Trade 
. It has been obvious for a very 
lo’ng -time that the Board of Trade 
has not really been pulling, its 
weight. Quite demonstratively it has 
not been doing the job it should, 
ie, maintaining a proper contact 
with business and indiAtry and help¬ 
ing with improvements in the effid- , 
ency of particular regions and in¬ 
dustries. Had the Board of Trade 
been doing its job properly, it might 
perhaps not have been necessary to 
create the National Economic Deve¬ 
lopment. Council whose main virtue 
for the Government is its contact 
with industry. » 

Businessmen have been very 
conscious of the fact that the Board 
of Trade and the other Ministries 
whose activities bear upon industry 
seem to have somewhat differing 
philosophies which have been a 
source of potential and sometimes 
actual trouble. On more than one 
occasion, the Board of Trade has 
been, overruled by the Cabinet, whe¬ 
ther on-the question-of resale’prioe- 
maintenance or the fate of the Dun¬ 
dee jute industry. In matters of in¬ 
ternational trade, the Board of 
Trade has shown no ability to launch - 
out- as'an initiator bf a drive for 
‘ free world trade but has followed 
rather docilely the lead given by 
other countries. A reorganisation of 
this Department making it a power- 
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fcl feootuMsfc d^artment of State is 
long overdue- if. Britain Is seriously 
Ip pursue a policy -of growth and 
development. ’ - ‘ - . . • ’ 

, A strong Board of Trade haS a , 
, major role to play in r the modertri-* 
nation of, British, industry. As a 
senior Cabinet Minister with' en¬ 
hanced powers of co-ordination. 
Heath , is now in a position-to Strive 
for greater consistency and clarity * 
in Government policy towards in¬ 
dustry and regional development. 
Heath - is one of the key men in* ' 
the Home team, and his success will 
have the-biggest influence of all on' 
tf» morale and prospects of the 
Conservatives in the next election.. 

In view of tiie preoccupation of 
life Tories with personalities rather 
titan policies, it is tempting to spe- - 
culate how Heath’s new appoint¬ 
ment will affect the political rival¬ 
ry between , him and Maudling, one 
of the men Who werfe tipped 1 for 
the Premiership. - The 1 new appoint¬ 
ment will provide Heath with a. 
chanCe to. recover, the position he 
,loSt a* a . result of the * Brussels 
breakdown. It is inevitable, that-the, 
rivalries between the two will in-* 
crease; particularly as they will 
both be Operating on the crucial eco-. 
nomic front. Maudling is, naturally 
suspicions of Heath’s new respottsf- , 
bilities and has pointed out quite 
clearly that “overall responsibility” 
for economic policy remains 'With , 
him a* Chancellor, The Treasury 
has surrendered none of its. prero¬ 
gatives. ■ ,! 

It will be interesting t» see whttt 
will happen in the months ahead- 
Last werit-end, Maudling made it 
clear that he was not wi\lirtg to let- 
his hard earned success in reviving 
the-economy to be wasted, by an¬ 
other bout of public spending which 
would invite inflation; yet once the 
Hailsham report is published it will 
be Heath’s responsibility to see that 
a great deal of money is ‘spent in. 
the under-developed areas: .Should 
there be a hard winter, and should 
unemployment rise, * on whose 
shoulders will the blame be placed 
— of the Chancellor of the Exche¬ 
quer responsible for the economy ■ 
as a, whole or of Heath the now 
overlord of the under-developed re¬ 
gions? As The Observer has point¬ 
ed out, of all the now men in netv 
jobs; Heath is'certainly the one to 
watch; and Maudling,, for one, will 
certainly watch him. 
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Negro-White Marriages 


NEGRO friend once told me 

that the reason why white 
people do not want to live with 
even a single Negro family in their 
neighbourhood is that they are 
afraid that their daughters would 
be attracted by black boys. That 
this fear is not entirely baseless has 
subsequently been revealed by 
events I have come across. 

The word miscegenation, defined 
as “racial interbreeding”, is now- 
a-days heard with increasing fre¬ 
quency. Racial segregationists ail 
over the country nave been busy 
admonishing that one of the inevit¬ 
able ‘evils’ of a widening integra¬ 
tion would he miscegenation. A 
surprisingly large number of peo¬ 
ple, who are not particularly op¬ 
posed to the Negro civil rights 
movement, are terrified by the 
prospect of increasing mixed mar¬ 
riages. Segregationists are, there¬ 
fore, trying to do their best to ex¬ 
ploit such deep-seated prejudice and 
fear. 

Negro Male’s Sex Appeal 

Not that too many anti-racists 
look upon miscegenation as a means 
to achieving greater integration. 
Nor need it be the goal of 
integration. Certainly, the Jews, 
the Catholics and the several Pro¬ 
testant and other denominations in 
this country now live together in a 
relatively non-discriminatory and 
peaceful atmosphere, although 
marriage among these groups is 
still fairly limited. One might thus 
even think that in the event of a 
successful racial integration the 
pattern of Negro-white marriages 
need not or should not be any 
different. The alleged sex appeal 
of the Negro male does, however, 
cast serious doubt on such thinking. 
And the over-apprehensiveness of 
the white community indicates 
that they take this alleged sex 
appeal seriously. 

The recent hullabaloo in this 
country about miscegenation and 
the laws applying to it started with 
the correspondence between a Neg-ro 
soldier ( who is married to a white 
woman and whose military unit is 
rang transferred from Germany to 
the' segregated Southern State of 
Georgia) and the attorney general 
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of Georgia. Regarding the legal 
status of his marriage the attorney 
general’s answer was that in Geor¬ 
gia it is “unlawful for a white per¬ 
son to marry anyone except a white 
person” ana that “any marriage in 
violation of this section shall be 
void”. This means that in order 
to escape the wrath of law the 
couple will have to request transfer 
to another unit in a State where 
their marriage would not be con¬ 
sidered illegal. 

Supreme Court Evasive 

The case oi the Negro soldier has 
been coupled with another recent 
case of mixed marriage. Charlayne 
Hunter, the first coed admitted to 
the University of Georgia, was sub¬ 
sequently found to have secretly 
married a white student. Most 
probably Charlayne and her hus¬ 
band will now choose lo move out 
of Georgia. 

It is interesting though that 
quite a few people in the North 
are apparently unaware of the fact 
that there are as many as 19 States 
today in which miscegenation 
(Negro-white) is forbidden by law. 
These States are Wyoming, Indiana, 
West Virginia, Delaware, Mary¬ 
land, Oklahoma, Missouri, Kentucky 
and the 11 States of the Civil War 
Confederacy. Some of these States 
also forbid marriages between 
whites and all other races, and 
any minister knowingly perform¬ 
ing a mixed marriage ceremony is 
liable to be legally reprimanded. 
Further, in quite a few of these 
States there is a heavier penalty for 
sexual relations outside of marri¬ 
age when the parties involved do 
■not belong to the same race. 

There is some confusion as to 
what would happen to a mixed cou¬ 
ple who get married in a State 
which allows such marriage and 
then move into a State which bars 
it. The U S Supreme Court has not 
yet given a precise ruling on this 
question. However, as things are. 
the couple would be very likely to 
be penalised in case they were found 
living together. For all practical 
purposes, therefore, their marriage, 
which was legally initiated, would 
now be considered automatically 
null and void. What is even more 


rtdiculoue i# that due children bbra 
of such interracial union would 
suddenly be declared illegitimate 
and they would lose rights of in; 
heritance. 

Mixed Marriages Will Increase 

In all probability, Negro-white 
marriages will go on increasing, in 
future, although, according to avail¬ 
able survey statistics covering the 
States where miscegenation is legal, 
only a little over 5 per cent of 
married Negroes seem to have non- 
Negro wives. It has been observed 
that more and more Negro soldiers 
who are stationed overseas come 
back to the US with white wives. 
It is pertinent to ask, therefore, 
what the Supreme Court it going 
to do about the constitutionality of 
State laws against miscegenation. In 
all the 12 States which have re¬ 
pealed laws barring miscegenation 
since the last war, it is the rele¬ 
vant State Courts which have been 
responsible for such abrogation. 
The Supreme Court has consistently 
shied away from making a definite 
ruling. Lately there have been at 
least two appeals to the Court in 
connection with cases involving 
mixed-marriage bans. On both occa¬ 
sions it has sidetracked the actual 
constitutional issue by skilfully 
disposing of the ease* themselves. 
Whether the latest case involving a 
Florida couple would be similarly 
put aside by the Court is still a 
matter of speculation. 

The Supreme. Court reconvenes 
for its new term on October 7. The 
coming year will Be a particularly 
rough one for the Court especially 
berause some important decisions on 
the race problem will be thrust 
upon it. The retirement last year of 
‘conservative’ Justice Frankfurter 
and his prompt replacement by 
Kennedy’s own man, Arthur Gold¬ 
berg, has given the so-called ‘acti¬ 
vist’ group a solid majority. On 
the other hand, however, the oppo¬ 
sition of the Congress, the Ameri¬ 
can Bar Association and the State 
chief justices would certainly conti¬ 
nue to increase. Before, therefore, 
Justice Douglas (65) and Black 
(77) retire, the ‘activist#’ would 
have to accomplish a areal deal 
and in great haste. 
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i Kashmir Diary 


Secularism*s Test-Tube Baby 


’JKE built-in beauty of the Valley 
ef Kashmir is something oat 
adjective-laden bright young feature 
writers had better leave well alone. 
Let Madison Avenue with its gush¬ 
ing prose sell toothpastes with chlo- 
rophyl or department stores with 
their personalised service. Kashmir’s 
mountain* will not be described: its 
narrow but fast moving streams will 
apeak their own language, without 
benefit of tourist literature. Those 
adjectives (which, Anatole France 
reminded us long ago, only weaken 
your nouns) and those tourist bureau 
folders do not really insult the 
Valley; they should shame only 
tfaeir producers; but they may evoke 
perverse reactions in men like 
Aldous Huxley who, you may re¬ 
member, had read so much about 
the Taj that, when in its presence, 
he was mildly disappointed. One 
would need to be very insensitive 
indeed not to respond to the lovely 
Valley; even the Kashmiris—whose 
women have the prettiest faces in 
the dirtiest clothes and whose men 
could do with an annual wash — 
have gloriously failed to impair the 
nameless grace of Kashmir. It is 
pathetic to see them name their 
hotels and similar establishments 
after this or that in Switzerland, to 
which this writer is not a total 
stranger and which he in fact greatly 
admires. Let it be recorded then, 
in vile American ese, that Kashmir 
is Switzerland plus — minus Swiss 
organisation. Foreigners who criti¬ 
cise India for clinging to Kashmir 
despite demographic facts should 
still be appreciative of the only 
possible Inman reaction to the sec- 
nery of Kashmir: “This Valley is too 
good for the Pakistanis”. The ele¬ 
ment of politics in such a statement 
is the least important. Our Ameri¬ 
can and British critics would have 
felt exactly the same way — if they 
were Indians — and then set about 
rationalising all that has happened, 
as we have been doing. 

You do not begin to understand 
Jawaharlal Nehru if you let yourself 
forget for a moment that he is a 
Kashmiri brahmin, with the stress 
equally divided between Kashmiri 
and brahtnin. It is a’l very well for 
a distant Bengali, such as this writer, 


to try to be objective, impartial and 
all mat about Kashmir; his analysis 


all mat about Kashmir; his analysis 
leaves out one of the most material 
factors in the whole affair if he does 
not examine and take full account 
of Nehru vis-a-vis Kashmir. Has it 
occurred to many that, if he were 
to part with Kashmir, Nehru would 
be, at least psychologically, a refu¬ 
gee —* like those millions from 
East and West Pakistan? Ibis is 
/not a status a Prinie Minister seeks 
for himself, especially when his 
country is in physical possession of 
all that is most desirable in Kashmir. 
When Messrs Harriman and Sandys 
make misguided and mis-timed 
efforts to make Pandit Nehru “see 
reason” over Kashmir, they miss 
this important psychological point. 
That the pressure came at a time of 
the Prime Minister’s personal humi¬ 
liation from the Chinese was fore¬ 
doomed to reduce the Swaran 
Singh-Bhutto exchanges into an ex¬ 
ercise in political masturbation. 
Who ever knew that Whitehall and 
Washington were so guileless as not 
to know this elementary thing? 

* 

When some years ago a writer 
described Kashmir in the Economist 
as a fairly well run Indian colony, 
this reporter was left oddly unexcit¬ 
ed. There are ways and ways of 
labelling a particular phenomenon. 
Dash it all, India is a country of 
diversities. 1$ Scotland a fairly well 
run colony of England’s? Some 
describe the entire South as a colony, 
not so very benevolently run, of the 
Hindi-speaking North. Only those 
who unquestion ingly accept the 
stigma attaching to the word “co¬ 
lony” will be angered. The more 
important questions to ask are how 
well run Kashmir is, how the rela- 


Kashmir Diary 

“Bakshl Is as Bakshi Goes”, which 
aopeared on October 12, was part 
II of Flibbertigibbet’s Kashmir 
Diary and was to have followed the 
piece which appears on this page. 
However, owing to a postal qui-k. 
the two parts readied us in reverse 
order and, ft fs regretted, have been 
published hi that order. 

-Ed. 


tiona are shaping between India and 
Kashmir — whether or not one is a 
coloniser and the other a colony. 
It ie all too easy to describe India’s 
Kashmir as America’s Formosa, 
although, in relation to India’s re¬ 
sources, she has poured not a little 
money into Kashmir. With what 
return? To ask the question is to 
concede a certain separateness to 
Kashmir. To set official pretensions 
aside, India would hold a plebiscite 
here tomorrow if she could be sure 
of the result. How to explain the 
uncertainty? What went wrong, if it 
be true that a plebiscite in an ear¬ 
lier year would have been a “cinch” 
for India? Or was the uncertainty 
inherent in the situation of a Mus¬ 
lim side-pocket attached to an over¬ 
whelmingly Hindu Jawahar jacket? 
There are no easy answers. There is 
much to be said for India perserver- 
ing with the secular ideal; the libe¬ 
ral West does its own ideals lest 
than justice when it wants India to 
abandon her secularism. Kashmir is 
the test, which India may or may 
not pass; Pakistan is not prepared 
even to sit for the test. 


On the subject of Kashmir being 
an Indian colony, this writer has 
something to tell India’s British 
critics. Seventy-five or 80 years ago, 
Whitehall was seriously considering 
settling Britons in Kashmir, much 
as has been done since in Kenya 
and Southern Rhodesia. Better sense 
prevailed.in the event; but. for stu¬ 
dents of the “its” and “buts” of 
history, what a vista opens up for 
speculation! How would a sizeable 
white colony of settlers have behav¬ 
ed when the Pakistani hordes des¬ 
cended on the Valley in 1947? 
Think of a Katanga in this beautiful 
Valley! Kashmir- too is before the 
United Nations; there is a certain 
U N presence in Kashmir too — 
those station wagons in Srinagar 
which tell you, quite gratuitously, 
that they will give you no lift. But 
what a difference in scale and mag¬ 
nitude between the two problems! 
Both the U N and India should be 
grateful that the Kashmir problem 
is not more serious than it is. It 
really would have been too' much 
to be told by Lord Salisbury in 1947 
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INDIAN OIL 
SIGNIFIES 
PROGRES8 

India Is a nation advancing rapidly In many fields. 
The Indian Oil Company Is n»Hng a significant 
contribution towards this prog,'ess. Jyotl Brand 
Superior Kerosene, for instance, 1st used all over the 
country for lighting and cooking. It .reaches even the 
smallest, remotest villages swiftly and economically 
through distributing agenta all over the country,, 

INDIANOIL also plays a vital rote In the march of 
education—from lamp-lit vlllaga school to city 
colleges and universities which employ vleuaf elds 
to learning, such as films and radio. One equip¬ 
ment end radio and electric transformers are all oil- 
lubricated. Thus, oil is helping in the nationwide 
literacy drive. 

Tha Indian Oil Company markets end distributes 
petroleum products all Over India. INDIANOIL Is 
also the sole distributor In this country for Mobil 
Industrie), automotive and marina lubricants, world- 
famous for their premium quality. 

Indian OH Company LtsL 

Head Office: Clarke Road, Mabalsxml, Bombay-34. 
Western Branch: 'RaihmiCarmichael Road, 
6omb*y-26 W8. Northern Branch: ’Jeevan Vihar\ 
3 Parliament Street, New Delhi-1. Eastern Branch: 
P*M Dr. Sundsri Mohan Avenue Calcutta-X 
Southern Branch: 'Khivraj Mansion’, 150-A, Mount 
Road, Madras-1. 
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ftu ifl om would fee * 
jj»i>itiif'ltti4 by Lord Home in 1968 
' that Britain Iteuat defy the U N in 
' Kashmir and intervene. Away with 
Bag* end O’Brienel 
;. „.r t , '★ f 

Kashmir is iwmni- 
; • scent of what one had seen years ago 
fa’flSapeB ldte Kabul in-Afghanistan. 
Tashkent and Tertoez in Uzbekistan. 
(A Czech girl ‘recently told this 
writer dint New Delhi always re- 
minded her of, Tashkent. So much 
, lor poof Lutyens!) The people do 
took more Central Asian than 

' Indian, if Indian means those of the 

Qur CalcuUa Letter 


«* too tfsanudMttt 

m wont to think. A Chance acqua¬ 
intance said the.'other day that 
Kashmiri Muslims are ‘Kashmiris 
first and Muslims second. Perhaps.. 
At whar point,' if any, lava they 
begun to be Indians? No Bihari or 
Bengali or. Madrasi has the right to 
* ask a Kashmiri this question until 
he has answered it himdf honestly. 
There in Chandanwari, eight miles 
from Pahalgam at an altitude of 
9,500 ft, there is an odd bridge that 
every tourist must be shown; it is 
f made . entirely of iCe, not, by engi¬ 
neers, but by nature. There it hangs. 


se&fcingiy jtfeddfcnri, dtrattenin^ to 
melt into water under die sun, a 
huge block of ioe already separated 
from the main bridge. One walks 
across it with Only a mild and by 
no means disagreeable sense el in¬ 
security. Kashmir’s Indian connec¬ 
tion is not a perfect parallel; but 
there are points in common. Mean¬ 
while, both New Delhi and Srinagar 
do well to remember that they both 
are skating cm thin ice, more or 
less dextrously. A surer touch is at 
once possible and necessary. 

—Flibbertigibbet 


Restrictionist Policies in Jute 


I J M A’s Defence Unconvincing 


r J'HE working time agreement is 
IJMA’s sacred cow. In one 
form or another, agreements for 
regulating production have been 
with the jute industry since its 
earliest days. The Bengal Chamber’s 
historian, Geoffrey Tyson, recalls 
that the “too rapid” expansiop of 
manufacturing capacity led to the 
formation of the Jute Manufactu¬ 
rers’ Association (which later be¬ 
came the IJMA) tp fix prices at 
weekly . intervals. Price fixation 
was soon abandoned and the Asso¬ 
ciation thereafter adopted a working 
time agreement for die .regulation' 
of output under a covenant signed 
in February 1886 for an initial 
•period of five years. Then as now’ 
the favoured instrument of regula¬ 
tion was the sealing of a percentage 
ff looms or alternatively a reduction 
ip working hours. A 10 per Cent 
. sealing of sacking looms came into 
effect in 1890. 

Bias — 'Whose? 

To IJMA, the working time agree¬ 
ment has thus become a way of life- 
Any suggestion that the old order 
may have outlived its usefulness 
provokes violent and unreasoning 
wraith almost as a conditioned re- 
flex. Not surprisingly therefore it. 
his, in high dudgeon, sent off a 20- 
page reply to the Shrivastava Com¬ 
mittee report* because it dared-to 
suggest that “there.is no longer any 

,#* Ibtfon of ti* /titt Committee, Giri 
' srimteat of India, Ministry ®f Inter- 
1 , aMfoial Trade, July. 1963. < 


heed for the continuation of the 
agreement’’^ Not content with reject¬ 
ing their recommendation, IJMA has 
gone so far as' to accuse the commit¬ 
tee of an'“undue bias" against the 
mills generally and the Association is 
particular. Injured and indignant, 
IJMA fipds itself unable “to resist 
the conclusion” that the Shrivastava 
Committee has “no . faith” in the 
Association’s ability to play a major 
role in the future development of 
the country’s jute industry. This, jttf 
course, assumes a preemptive right 
to leadership, ah attitude of mind 
typical of IJMA. 

The accusation of bad faith could 
have been dismissed as an aberra¬ 
tion but for certain special circum¬ 
stances. The committee consisted 
of five officials headed by N C Shri* 
vastava, adviser,on Industrie^ to the 
Planning Commission. Of the other 
four, three represented the Ministries 
of Commerce and Industry, Finance, 
and Food and Agriculture. The 
fourth was A jit 1 Mazoomdar, then 
the jute commissioner in Calcutta, 
the only member with some direct 
experience of the industry’s problems. 

It is an open secret that IJMA 
fell out with Mazoomdar over the 
disastrous hlock closures of June 
and July 1961. Some of its leading 
members mounted a jehad against 
this'official and pulled every con¬ 
ceivable string to get him removed 
from the job. New Delhi’s high- 
minded socialists, as one must re¬ 
gretfully admit, did not fail to oblige. 

• , * 


The vigour of IJMA’s proterts leaves 
no doubt that the “bias” imputed to 
the committee is in continuation of 
its campaign against Mazoomdar 
who as member-secretary is assumed 
to have played a largo part in the 
drafting of the report 

Report To* Mild 

Actually the report is a mild and 
factual document which rarely' 
makes any value judgements. It U 
also rather Bkimpy because the 
whole subject of the working time 
agreement merits only three, rather 
short paragraphs. The committee 
must have known that IJMA wPl 
mount a strong counter-attack, end 
should have, therefore, attempted to 
anticipate the arguments usually ad¬ 
vanced in favour of retaining the 
working time agreement. Its failure 
to do this iB the more unfortunate 
because the technical complexities of 
regulation make this a forbidding 
subject to the outsider without 
privileged access to information 
that IJMA very naturally is reluc¬ 
tant to share with anyone. 

IJMA claims that production 
curbs were necessary to spread out 
the limited supp’y of domestic raw 
jute. At first sight this sounds plau¬ 
sible until one tries to establish 
some rational correlation between 
the permitted level of working and 
the size of successive harvests. From 
the end of 1949, when devaluation 
created a complete deadlock Irf 
Indo-Pflkistani trade, to the begin¬ 
ning of 1956, one-eighth of die 

1821 


looms remained unvaryingly sealed 
and for Jong periods the worked 
bouts were reduced from the stand* 
ard48 per week to 42$ or 45. From 
1956 to 1960, control was less in¬ 
flexible; there was a five month 
period in 1956 when sealing of 
looms was reduced to 5 per cent, 
followed by a two-month period at 
74 per cent. Thereafter mills went 
bade to the ‘norm’ of 12$ per cent 
which continued with minor changes 
upto the end of 1961. A clearer 
picture of performance may be ob¬ 
tained perhaps from the trend of 
overall output of manufactured 
goods but this again shows little 
correspondence with the size of 
crop, yet IJMA insists on adjust¬ 
ments to raw material supplies as 
the principal justification for the 
working time agreement. All one 
can say on availab'e evidence is that 
IJMA has yet to prove its case. 

Man-Made Shortages 

The Association’s memorandum 
Bays that until 1958 the jute mills 
in India did not have home grown 
jute sufficient in quantity, let alone 
quality, to meet their demands, and 
had to rely consequently on what 
imports the Government chose to 
permit. In 1958, the index of raw 
jute production was 158 and of 
mesta 255 (1949-50= 100). The 
acreage under the crops was 18 and 
9 lakh acres or a total of 27 lakh 
acTes. This declined in the next 
two years to 24 and 22 lakh acres, 
bringing down with it the produc¬ 
tion indices to 140 for jute and 
168 for mesta the next season and to 
122 and 170 in the year after. 

In other words, the ability to 
grow large quantities of fibre at 
home had been established by 
1958, as IJMA itself acknowledges. 
If there was a subsequent falling off 
in production, it was Jess because of 
the vagaries of the monsoon than 
the prices which the farmer was 
allowed to earn for his crop. Since 
the working time agreement directly 
effects the demand for fibre, is it 
fanciful to suggest that IJMA should 
bear some responsibility for the 
man-made shortage of 1959 which 
unfavourable weather aggravated in 
i960? Ibis interrelationship bet¬ 
ween the industry’s operating level, 
as determined by the IJMA commit¬ 
tee virtually at its own discretion 
with only a modicum of consultation 
with an obliging State Government, 
and the harvests is a fruitful field 


of enquiry which the Shrivaslava 
committee has unfortunately left 
unexplored. 

Impact of Exports 

IJMA claims that regulation of 
production has also helped to rest¬ 
rict the scope of the foreign buyer 
to influence market conditions by 
their purchasing policy. But how ? 
In the only instance cited in the 
memorandum, a reduction of sealing 
to 5 per cent in 1956 is claimed to 
have led to “an increase in sacking 
stocks by 100 per cent in the course 
of six months, with a consequent 
fall in the price of heavy goods to 
unremunerative levels”. 

At the time, Pakistan mills, our 
sole competitors in sacking, had a 
a productive capacity of less than 
55,000 tons a year against a million 
tons in India. Competition could, 
therefore, be only marginal which 
the Indian industry shuld have 
known how to tackle, having been 
freed by that time from the export 
duty imposed to mop up windfall 
profits during the Korean boom but 
allowed unnecessarily to linger until 
1955. 

Since competition was only a neg¬ 
ligible factor at the time, one must 
assume that the accumulation of 
stocks reflected the well known short¬ 
term inelasticity of demand for jute 
goods. If so, was IJMA right to 
base its judgement on the experi¬ 
ence of as short a period as six 
months? This is indeed the crux of 
the matter, as the Committee’s re¬ 
port pinpoints when it says: 

“The forecasts on which the 
agreement is based are essentially 
of a short seasonal character. It 
does not appear proper to attempt 
to achieve stability in the short 
run by making frequent changes 

in the level of production....” 

Link with Market Operators 
Equally valid is the point that 
prices have rarely needed pushing 
up in the last 6 or 8 years but just 
the other way round. Except in 
1958-59, yearly average of sacking 
prices (100 bags of B Twills) has 
always been about Rs 110 and hes¬ 
sian above Rs 40 (40” x 10 oz per 
100 yards), or around the maximum 
levels recommended by IJMA dele¬ 
gations and others in the long term 
interests of "protecting markets 
against substitutes. 

A more fundamental objection to 
the IJMA claim is that the mills sell 


flie bulk ol their standard construc¬ 
tions in the local market, rather than 
to the ultimate buyer. The price the 
latter pays is set by the East India 
Jute and Hessian Exchange’s trading 
ring, several removes away from the 
actual equation between demand 
and supply. In the circumstances, 
the mills’ operations can have little 
direct influence on price. This as¬ 
sumes, of course, that mills and the 
market operators are independent 
entities, a proposition which is very 
much suspect. 

Not content with these claims, 
IJMA advances several others. It 
says that the agreement has helped 
to stabilise employment by avoiding 
wide swings in the levels of output. 
The stability is not in dispute hut 
the fact remains that total employ¬ 
ment in the mills has declined in 
the past ten years by 100,000 or 
more. 

Markets Lost 

Finally, the claim is made that 
the agreement is “a highly effective 
means” of securing a quick increase 
in production when this is required. 
On this little need be said except 
to point out that world production 
has increased steadily from year to 
year with little contribution from 
India. The latest figures show the 
world total to have risen from an 
average of 1.5 million tons jn 1946- 
50, to 1.97 million tons in 1951-56, 
and more sharply to 2.5 million tons 
in 1957-61.* The corresponding 
Indian figures are 983.000 tons, 
997,000 tons and 1.08 million tons 
which works out to a growth of less 
than 2 per cent in 1951-56 compared 
with 1946-50 and of 9 per cent in 
1957-61 over the previous five years 
against a rise of 30 per cent and 60 
per cent in the world total, 

IJMA is right that the expansion 
of the Pakistani industry would 
have come in natural course; one 
may, in fact add that India could 
and should have done nothing to 
obstruct its legitimate growth. But 
the point to consider is whether the 
quantitative increase in non-Ind-an 
production would have still taken 
place at this rate had IJMA actively 
pursued a policy of making jute 
available at the lowest possible price 
in the world market? 

* “Industrial Fibres", a review compil¬ 
ed by the Commonwealth Economic 

Committee, London, July, 1963. Table 

118, p 173. 
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Trading iwiili the Six 

, / , ; - . , *, ‘ -■-■ ,* 

EtHWpean-fWnrfmMaifeet by ,13 R. Rangnekar, R' & K Pu! 


fcouie, Nrw Dtthi, W63; 


, -* v 


-Mil, ,Britain and t 

* pp '236. -Price ’Ri 15; v 

t ^UX - the , European Econontic toote, to the point is to , consider with the K dragged jon,*to bffer * 

• ' ] Community .turn *ut t* be a what elh h* done to' increase th»‘ favourable .trade 'arrangements tq," 
.dynamic entity, throwing, jts weight country!* exports to the EEC here India through direct negotiations. - 

in 'favour o l libetblirade polidei ahd W. This problem >we> y ^ emotionai reaction ! 

to" the British move to join: the Coin- 
* tpon ‘Market, -Rangnehar Shows,. the * 
likely loss,'of expdrjB was vfery much 
over-estimated- On the basis ofg 
painstaking' analysis of the prospefcts ' 
for K&ch' of our major export items, 
.he paneludeeij “Allowing dor some’" 
losses in the; more- vulnerable ex^ v 




-ftangnekar. yi the second; and more 
fruitful, part of h% book. Though 
wb'hnve had stupendous trade defi-* 
K. Rangnekajr poses 'd*e with th$ E % ( jC .over since its 
Is kafl tmj-famahir .question hnd ’ inception, the question of petsjiad- ’ 


- and generous aid to developing 
’ Countries or will it grow’ hho dp 
V,'.; fnivard-lbokiiig bJoc, "isolationist and 


devotes a good part of hia book to 
framing’ an inconclusive answer, for-' 

‘getting that the answer is implicit 

ia his. own description of the “basic w jnavnini«u imiumiw, «i ... ,«/»* 

attitude” >of the EEC iMUirtries &61 ,lS» BrWi tjould apply to • P” 1 * ^ 

Vhich; he aaya, has always beat, 1 memba»hip ot the Rome ' tfeaty. .Pt oMadaa -sport. to Bntam 
“conditioned' by the prospect of Even then, India v*as slow tt>,absesS 


ing’ the Community to accept more, 
of our’ exports received scant atten¬ 
tion-from th*. Government of India 
till Macmillan announced in Jyly 

iply for • J«UW, yvt.taffm 


establishing an exclusive -union of 1 tile'implications of .the’davelopment. 


the-Western countries, wbibh Wifi he 
' economically strong and politically > 
yiable to play. Big Power politics in 
the changing world”. / > , 

Not Excessively Protectioniat . 

( , It shpuld be fairly obvious thkt 
any country or group of' countries 
Which aspirCs tp a Big Power role 
can hardly hope to achieve its objec- 
. live by pursuing isolationist policies. 

. As a major economic and polkicab 
.pdwer the EEC must, in the long 
,run, expect to match tind excel the 
‘ ' efforJts of the other Powers to in¬ 
fluence wbrld .affairs. In , specific 
» economjc terms, it will haile to bid 
* for an increasing share of trade and, 

‘ insofar as it has come’about that 
trade anti political influence follow 
. CconAmjc aid, grant increasing quan- 
> trtSes of development- aid. Liberal 
trade and generous aid have little . 
to do with political and economic 

- idealism, “muqh "with the compul- , 
' sions of power politics. 

In fact, it would' be difficult to 
. establish tiiat the E F, ‘.C has beep 
excessively protectionist even in its 
formative years. - To laky*' Rangrte- 
■ kar’s own .statistics, in 1960 the im¬ 
ports-of the six, per ’capita of popu¬ 
lation- amounted fo t 125 corn oared 
fo only '$ 83 for’ the United States. 
H imports were’.linked to per capita' 

- income, the' Six would emerge in. 
even more' favourable light, ■, * 

.There’ is little reason, therefore, 
why Indian policy-makers should 


frojn the European moves* The pros 
pett» - for the ba'anne are-rather 
uncertain. Even after “ ' taking A 

• • r „ j highly -peshimistic view fand .aUow- 

pnnapai economic partner-—had . ° . V j. 

decided to plunge into the European ^ {or .*9 powtM.ty .of- d.verawn 


Afe Rangnekat Writes, “For 
time, evert after Britain 


a long 

India’s 


movement,;India Aid n6t tn^ke any, 
serious attempt to study’ the situa¬ 
tion and take advapee action "to, 
rtieet fhe new* challenge. There was 
; a'sense o‘f shock at-Britain's’decision 
but, apart-from gome Vagus expres-; 
sioris of regret and fqars, ’ India did 
little else, ' until the climate at 
Bpissel^ started becoming sticky ” 

likqlr. Low Exaggerated 

In the initial stage of the negotia¬ 
tions, India relfed exclusively on 
British efforts to obtain satisfactory 
safeguards for Commonwealth trade. 
It was not until November 1961 
that the Government of India made 
the first move tp establish direct 
contact with ,the EEC by appoint- 
, ing an envoy at Brussels. But it was 
only ip Mav 1962, almost a year- 
after the British apnlication for 
membership, that India-sent her 
first note to tKq Six. Even this be¬ 
lated memorandum turned out to be 
“a,rather pathetic appeal to the Six 
to safeguard India’s' economic ties 
with'Britain” ancj eoncentr&terf on 
die; effect- of the discontinuance of 
the Commonwealth preference conse¬ 
quent on British membership of the 
EEC instead of making a. case for 
a larerer share,of E E C’s, imports 
for India, That the latteri sporoach • 


■of - aome of the trade in certain bx-” 
^lus^ve gnd better established items ■. - 
of exports), there is reaspn to befi- , ’ 
eve tfiqe the overall Jos* may n<jt 
exceed .11 to 12 per, cent of the - .* 
present export trade"'with the seven . 
countries”. , ”, • '*' * ' , * 

>' • ■ ' • • ; 

Need to Continue Nefottations 

While there may be, ■ diffeVertces *t 
about the exact extent of the'damage’ . ' 
to our exports as a result of the loss i 
of the Commonwca'th preference,, * 
there can be no doubt' that it sjas - 
magnified to unrealistic proportions * ^ 
and allowed to distort our approach ■ 
to the, .E E C. Even the Govern, 
raent of India appeared to ■ realist 
this in course of time as was reflect- 
, ed in the marked softening of its 
attitude, to the “provisional ’ agree¬ 
ment” over Commonwealth exports' ‘ * 
which the Six offered to conclude^ ^ 
with'Britain. Under this anreemept 
the Six undertook to (i) abolish or , 
suspend the coramdn external tariff ■. 
on a number of primary products} 

(ii) slow down, the rate at' whiqh 
Britain’s Drcfercrttiai tariff Was to 11 
be jidjustcd to the E E C tariff over,- 
a wide range of> “controversial” ex¬ 
ports like textiVs; and. /iii) nepoti- ■> 
ate a comprehensive tfade steree- ’ 
mertt with India by the end of ,1966 
at the latest; but earlier if possible. 

Britain stavs * put of-' the E-E C 
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_ . would have bean far more effective 

ctvtic the E E C -evolving* is ahdgHtad bt A*' willingness of . for the time being, but nothing* has 
’Into a protectionist blpp. What' is the Six, revealed 'as the negotiationshappened to .lessen the urgency of 
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gauntries Uka India to reduce tfas 
imbalance in their trade with the 
Six. This imbalance has nothing to 
do with whether Britain joins or 
stays out of the EEC. There ia 
no reason, therefore, why some of 
the possible solutions which were 
considered during the negotiations 
pn Britain’s entry should be Aban¬ 
doned. As for Britain, she cannot 
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hut welcome any effort fay. India, or 
by any other Commonwealth coutt* 
try, to negotiate her trade directly 
with the Six, for it will ease Britain’s 
task of safeguarding Commonwealth 
interests when she makes her next 
attempt to join the E E C, as she 
perforce must as goon as die can. 
It is, therefore, for India to pick up 
the thread of the Brussels negotia- 
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tions and actively _ 

Sngs which had then beeti 

Rangnekar buttresses this most 
timely reminder with a summary, in 
the last chapter, of the essential 
aspects of a general plan for export 

nrrM'nntmn fnr tali' tlinir MtnO 
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promotion which, for alt their 
reiterated by various committees^ 
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.OJJlDJHj. I FOR FOOD-tylhat a wide variety 
of tins! They all contain edibles. Naturally 
a great deal of care must go into the manu¬ 
facture of these containers ■ Poysha, one 
of the leading tin container manufacturers 
in the country, know that in their work quality 
and service count. Quality control begins 
with the selection of only the best tin plate 
and continues through every stage of pro¬ 
duction. The essential features of Poysha 
service are prompt delivery and personal 
attention to customers’ requirements right 
up to the stage of canning ■ It is no wonder,' 
therefore, that leading canners today are 
beginning to rely more and more on Poysha 
for their requirements, and within the last 
four years their turnover has increased by 
about 70% annually.- _ 

m mna mncm mcwcw POYSHA 
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Panchayati Raj in Andhra 

An Evaluation 

. ■ C V H 




, , ln four yMT,dnti its inception, Panchayati Raj tw made a significant contribution to th« 

development of rural Andhra- More and more functions relating to village development are beine entrust¬ 
ed b> the panchayats and samitis. 


» , n ntf the **P eri «» c « gained, the Stale Government has formulated a comprehensive 

Panchayats Ml which is expected to be passed in the forthcoming session of the Stale legislature. The Bill 
wtil integrate the pane hay at systems in the Andhra and Telangana regions of the State. It will also spa* 
city, more clearly than the existing legislation does, the functions of panchayats, their sources of finance, 
the procedure for appointment of executive officers, et'e. 


The report of the Santhanam Committee on panchayat finances also bodes well hr the ponchayati 
raj. At least one of the Committee's recommendations — the establishment, of a special financial corporation > 
from which panchayat bodies can secure loans to execute certain programmes for which their own resources 
are not adequate — is likely to be accepted by the State Government . 1 >; 


JTOUR years after its inauguration 

oil November 1, 1959, the Pan- 
chayati Raj scheme in Andhra Pra¬ 
desh may not have revolutionired 
rural life in the State or made its 
villages overflow with milk and 
honey. But it has opened up new 
vistas of hope and promise. The 
physical achievements of PaUcha- 
yati Raj are not insignificant, but 
more important perhaps are the 
hopes and aspirations the scheme 
has inspired among rural popula¬ 
tion. 

Contribution to Development 

Panchayati Raj has so far faced 
three kinds of practical problems 
— those relating to programme for¬ 
mulation, to administration, and to 
the scheme’s political implications. 
Though some of these problems 
have been solved, many others are 
proving difficult. 

Panchayati Raj institutions may 
be regarded as units and agencies 
of local and district administration; 
they are also training grounds for 
the rural masses in social, political 
and economic democracy. These 
institutions have to draw up and 
execute programmes of local deve¬ 
lopment relating to agricultural 
production, small industry, educa¬ 
tion, public health, medical relief 
and social welfare, in pursuance of 
(or to fit into) the Plan programmes 
in these fields. To succeed in this 
task they have to- win the goodwill 
and cooperation of the rural popu¬ 
lace. . .. 


In the last four years Panchayati 
Raj institutions have made a signi¬ 
ficant contribution to the develop¬ 
ment of rural Andhra. More and 
more functions pertaining to village 
and rural development have been 
and are being entrusted to the pan¬ 
chayats or samitis. More financial 
assistance is being made available 
to them in the form of grants, sub¬ 
sidies -and loans to enable them to 
execute development programmes. 
Problems of administration, arising 
from the devolution of a number of 
functions to these bodies, are being 
tackled. Alongside there has also 
been some progress in defining the 
areas of work of panchayats and 
cooperatives, reducing corrupt prac¬ 
tices in elections and diffusing in¬ 
fluence and power in Panchayati 
Raj bodies. 

Agricultural Production 

The most important development 
undertaken by Panchayati Raj agen¬ 
cies has beicn the formulation of 
measures to increase agricultural 
production and implementation of 
schemes for that purpose decided 
by the State Government. Pancha¬ 
yati Raj institutions are now in 
charge of maintaining minor local 
irrigation works as also distribut¬ 
ing fertilisers. seeds, implements 
and other aids to efficient farming. 
Through the extension staff allocat¬ 
ed to them, panchayat samitis exe¬ 
cute programmes for soil conserva¬ 
tion and for mobilising and utilising 
idle rural manpower resources, un¬ 
dertake construction, repair and 
maintenance of village roads, and 


also deal with compulsory primary 
education, rural water supply and * 
community welfare. By and large, , 
in respect of all work traditionally 
associated with village adm'nistra- 
. tion (except collection of land re¬ 
venue and police and judicial work) i 
and all work pertaining to rural 
development under the five-year 
Plan, the village panchayat or the ;'•> 
panchayat samiti is now directly or .' 4 
indirectly the agent of the govern* 
ment. The zilla parishad’s special : 
responsibilities are secondary edu¬ 
cation, district roads and communi- ■' f 
cations and co-ordination of the • 
programmes and activities of the 
panchayat samitis in the district 

i 

New Responsibilities 

In the formulation and execution 
of village production plans, coordi¬ 
nated effort between the village 
panchayat, the village cooperative 
and the extension staff is needed. 

At the same time, both drawing up 
realistic and effective village plans -a 
and implementing them requires 
the maximum cooperation of the 
village population. Panchayati Raj 
institutions thus automatically be¬ 
come the agencies for enlisting and ; 
mobilising public cooperation for 
village programmes. The emergen- 
cy has imposed on the panchayats 
the responsibility to organise the 
village volunteer force and the 
village labour hank. The cumula¬ 
tive effect if the programme* are 
well coordinated and implemented, 
would be to increase agricultural 
production, build up community 
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' * eSsrt*, 1 ' lit# provide gainful jengii&y' 
matt to kite ci semi -employe® eec», 
‘ tioh*' of, the village population.” < 
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chkyat samitb and die elected pre, rai&f to nirichayBfii wli& x fl to w ba tt * 

1 h 1 rlon fa is Uat »• w 4n * A — _ . I - - ,1__* A is. ' 


. ■„ 
f<s‘« 'V-, 1 «y, 


6^ '* Besides agricultural production, 

'two other Important programmes'Block 
entrusted* in Andhra to Panchsyati Patishad 
institution* are the extension bf 
, compulsory primary education to 
‘ cover children in the age group G-Il ’ 
t,:%! in die next three years and rural 
itf?tvatpr supply. The * Emergency d»d 
| led to the retrenchment oj about 
fe);,- :■ 1,600 primary school teachers* in- 
* ',. tended for. rqm! schools, thereby 
slowing down the tempo, of earol- 
, ment in primary schools, But with, 
the partial restoration of. the cut in 

the "allocations for.education, enrol- merit. ha*.>now decided to act upa 
ment might catch up again. As for Panchayati Raj service, which would 
the rural water supply scheme,. Rs provide the administrative and tech 
•..6 croreg are proposed tp.be sprint 
,, during the remaining period of the 
Th^rd Plan, to,provide safe drink-, 
ing water in rivery single village in 
the State. ‘ ' 






indents is being tacklett ' A snore 
intractable -ptrobfpm. ha*' been- thai 
Development Officers, Zilla 
i Secretaries and''* other offi¬ 
cials are j “borrowed” ft»«i different 
State Government ’ departments and 
do not owe. any special' loyalty to 
Panchayat Raj institution^, then 
again,, the village level workers, the 
lynch-pht. of .the,' Panchayati R*j 
scheme, haVe no avenues qf promo¬ 
tion or advancement and mapy of 
them after-working for. years m the 
same capacity lose their initiative 
and “enthusiasm.; The State Govern- 


* Npt all the 15,000 panchayats In 
the, State display the .requisite fen*, 
thusiasm, competence and efficiency. 
But their effectiveness can be asses¬ 
sed broadly and indirectly from the 
enrolment in the village volunteer 
force in different districts, which 
hays now reached a total of 15 lakhs 
fir the whole' State. In areas where 
the membership Of V V F is large 
£*' It is’ by and large an indicator of 
‘ the'hard and enthusiastic Work put 
1 in by the village panchayats. An¬ 
other test of the efficienpy of pan¬ 
chayats is the collection of local ” 
‘taxes. It is estimated that in .about 
6,000 om, of the 15,000 panchayats, 
the collection -has been pent per 
cent, .while in mere than half of 
(fee remaining 10,000 panchayats 
collections abiount to 60-75 per 
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M,;",' ,f Sew Proposals * 

T® encourage healthy competition 
among village panchayats and sami- 
ifji tie, the State Government has insti- 
jyT: toted prizes for the best ’ panchayat 
; . and, panchayat samiti in feach dis- 
; : .trict, and . for the best samiti in 
; Telangana and Andhra areas, r v res* 

g. pedively:'Whilp it has been qttes- 
timed whether the criteria presefib- 
Jli . fed :for determining the proi-win- 
aiqg panchayat or samiti are antis- 
My factory or whether the judging is 
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impartially, the scheme is 
a (food idea. : 


in 


nical personnel for the 'scheme at 
different levels and- thus bxitig into 
existence a cajlre of officials,—r V L 
. .Ws,, B D Ps, Zilla I’arishad Secre¬ 
taries and extension offioers—who, 
would owe, undivided loyalty to the 
ideals and objective* of democratic 
district administration, while en¬ 
joying the advantages and privile- 
g«s of Government service. . 

», r - • ' ‘ . • W 

, Combating CovrupUon 

The most, complex problems- 
thrown up by'the Panchayati Raj 
scheme relate to corruption and the 
political ambitions of those seeking 
elective offices as panchayat samiti 
and ziHa panshad presidents and 
vice-presidents, and the caste and ^ 
sectarian influences that are 
brought into play in the election 
to these offices; These are ft conse¬ 
quence of the influence* patronage 
and prestige associated with the 
office of the sarponch, the samiti 
prfjiident or the zilla pariahad chair¬ 
man. To reduce the influvnoe of 
politicians tin samitis, ni,embers of 
Parliament and the State Legisla¬ 
ture) have been disqualified 'from 
contesting elective .'positions in the' 
samitis, and parishads. They remain 
members, of course; but will Rave 
no voting right?, This rule will comri 
into operation % in July 1964 wheh 
ariw panchayats will be elected. An¬ 
other proposed innovation is the 
statutory provision • for the estab¬ 
lishment of i grama..sahKa ,or « 
general body 'of voters in every 
village whhth would u»»t at least 
twice everf yean' A third proposal 
is the introduction ; «f the secret 
ballot system * for ejections to pen- 


are elrifeted unasiqte&ly mid id. «< 
raids whioh quanimousiy elect effibe-. 
-beamrri. . . • -• • ' *• 

- . • />■■■ "■ ’ 

White these stqps mar mitigate 1 

the rivilg of casteistn and political' 
TactiOnelism and concenUWtion pf 
influrinefe in ‘the hands-of a few, the, 
r oat rjffnedy lies- is die', develop- ’ 
ment, of democratic coqsdousnest^ 
amotig tbe village' voters —,which, 
however* will take time. 1 The Cob- ’ 
greaa party, which has hitherto been 
opposed to panchayat ekction« b«*' 
i*tg contested on e party basis, is , 
gradually dianghig ft» stand. * 1 

v * * *_ t i ’ 1,1 

’ Ponehayet Rimmm ,* • * 
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Two other aspects 'of the work-' ‘ 
ing of Panchayati'Raj in- the State , 
may be briefly mentioned. The first 
is the proposal to reorganise eami- - 
ti blocks -by reducing, their number ' 
so that expenditure on staff would 
be Tcducfed; Whetjher bigger blocks 
Would, besides reducing cost, fft- 
crease efficiency remains to be seen. ; 
The proposal involves, however* an • 

• increasd in the number of village 
level workers in each block wbue 
reducing the number • of extension 
officers. The second ■ is the prospect 
of Panchayati 'Raj institutions 
Coming in^o more) funds as a result 
of the recommendations of the Sap- 
_ thanam Committee on panchayat 
finances. At least one of the com¬ 
mittee's recommendations — the ee- 
tahlishmdnt of a Panchayati Raj 
Financial Corporation, from which 
panchayat bodies can secure loans 
for executing some programmes for 
which they do not have adequate 
resources — is likely to. be accepted 
by the State Government, 

A comprehensive Panchayats Bill 
to integrate the panchayat systems 
in Andhra and Telangana is -sche¬ 
duled to be passed during the Nov- 
ember •session of the State Legisla¬ 
ture. In, addition to bringing the 
two, system* on a par, it demarcates 
the functions and powers of Village 
psiichayats,’ .allocates financial. re-' 
sources, previdea foT - the appoint- 
nient of executive ofivoers - to pan- * 

’ chay*t# -and, on the whole, gives 
them •* distinct' status as' units' of ‘ 
self-government at the village ] 
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Immigration intoAssam 
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\ Among ofl the States, 4worn hod the highest rate of increme of population during the decode 195}• 

■»' tijfi. ,*k significant, because >« large part o/.tte utenpae t*mt accounted foil by immigration frotti other 
r 'dj^ttifdiidia<M& fnm'Qw Pmetan.'* ;- f „ t " t ' 

infiltration of Muslims from Bast Pakistan into Assam’bat been a live pplitieal issue stage 
-ihdapestdenee/ 4n attempt is made bdam to* estimate* from 1961 ^ census data, the extent of-such infiltration 
tbe lati delude. ' ? ' , , T • ;■ ’> .*■ . •• , .? ' * ' r 
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show#; the highest per- Pradesby Madras-and Uttar Pradesh- ... rgpid after I 86 Qv It considerably'* 

* ’ 1,1 riowed. down after 1921, andpracti-•'J 

bally coated after 1937. The inliow . »»> 
of Muslim settlers from East Bengal 
began after 1911, It -was acceie- 


, oentage increase of population The cape of Jhmtnu and Kashmir 
Wong all the States during the.'** different as -there WM.no regular 
1951-61 decade. The 1961 census Census in this State ini 1951. 

flows. du f i , n 6 . ^ *■* . ’ Even before? 1951-1961 the growth 

Vf population in Assam wm ^ population in Assam was mtich 
34.45 per cent compared^to the AM- hlgher ^ j n other States an will 
l " J " J ". 21 - 50 <**? be'seen from Table J. In the de- 
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India increase of 
Tile rat^.of increase in Assam may 
•■he Compared with that in otter* 
States:,, 'Andhra Pradesh 15.65 per 
. cent, Bihar 19.78, per cent, Gujarat 
.26.88 per cent; Jammu and Kashmir 
9.44 per certt, ,Kerala 24.76 per 
.cent, Madhya Pradesh 24.17 per 
cent, Madras 11.85 per cent, Maha-, 
rashtra 23.60 per cent, Mysore 21.39 
per cent,. Orissa' 19.62 per ' cent, 
Punjab 25.86 per cent, Rajasthan 
26.20 per cent, Uttar Pradesh .16.68 
per cent and West Bengal 39.79 per 
cent. Among the Union Territories, 
the highest increase of population is 
shown by .Andaman and Nicobar 
Islands: at 105.19 per cent,* followed 
by Tripunt 78.71 per cent, Delhi 
; 52.44 per cent, Manipur 35.04 per 
J cent. .' 

It is thus cleaT that the rate of 
increase of population is not similar 
, in all' regions of - India. In regions 
into which there might have been 
« an inflow of population from other 
States of India or from East Bengal, 
the rate 'of increase of population 
has been the highest. Thus Assam, 
West Bengal, Andaman & Nicobar 
Islands, Tripura, Delhi and Manipur 
retarded increases of over 30 per 
cent. Gujarat, Kerala, Madhya 
, Pradesh, Maharushtra, Mysore, Pun¬ 
jab and Rajasthan iall in the 
medium group ih which the increase 
of population is above 20 per cent 
’ buf-below 30 per cent. There might 
- have been some amount of irnmig-. 
B . ration into tbeseStatee.though noth¬ 
ing definite can be said. ’In the other 
States -the increase of population is 
leag >thah 20 per.cent. From these 
States ti»KJ is definitely some out- ; 
flow of' population to other placet, 
'especially' from * States like. Andhra 

*tf, v, a , , • ■ v i * , ' ” ' 
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cades 1901-1911, T91I-W21 apd 
1951-1961 the rate $ increase in 
Assam was higher than the All- 
India average by more than 10 per 
cent. This cannot-be explained as 
being due to a lower death rate' or 
a higher,birth rate in Assam, . 




rated after 1931 and’ continued till 
,the time of independence in 194?. 

* The process formally came to a 
dose with the partition. Bdt two fir-j,-, ^ 
three $roars thereafter '/swononi 
conditions in East Bpnpf 
compelled many, Mu^ims from, 

- rural areas of East” Pakistan to come' 
to India' ih search of livelihood. ,Ae ' . v 
these people are Very* hard-working • -.''-JT 
_ t they cmdd easily find jb^i as arid-- - 

Taking the six dacadm from 1901 - cultural .labourers in the fields of ' 
to 1961,.the population of Assam their co-religioriW. and others and ;'vK| 
increased by 220 ter ceift front 37.1 . a j so M casual labourers in the mr- -3 
lakhs fo 118.7»lakhs. In contrast, ban afeas. The Nepali came in 
the population of India .(including large ‘numbers to' Assam befftfe 
Aswap) increased^by 88.9 pm cent. 1941 , Upt 'the flow in recent yoam 

has not been considerable. Follow¬ 
ing partition,,, Hipdu' refugefes in ^ 
thousands begad* to ,eVactt%te East ' ji|> 
Bengal. They biatnly^caroe to ffie 


In 1901 the popuFation of India was 
23.6 crores'; it increased to *43.9 
crates by 196J. If Assam’s popula¬ 
tion had grown at the all-India T*te 
since 1901 ii would have, been 66.1 
lakhs in 196l. Thug nearly 52.6 |akhs 
or about 44 per cent of the total 
population of the State have come 
from other parts of undivided India 
after 1901.’ 

♦ * 

Breakdown of Immigrant* 

The very large increase in popu¬ 
lation of Assam during the last 60 
years is maiply due to the' irifiow of: 

( 1 ) tea garden labourers: 

( 2 ) Muslim settlers: from 1 Bast 

Bengal { • - . 

(3) Nepalis* from Nepal or Torai- 

Darjeeling;. ■ , '• 

(4) Hindu refugees from East 
Bengal after partition; and, 

■ (5) other persons from: outside 
- Assam for pursuing various 
. 1 , . ' professions and trades in this 

... State. 

The inflow of tea garden labourers 
into Assam began during the ldst 
. century, after the formation of Assam 
Company in 1B37, and was very 
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neighbouring States pf.West Bengal, ‘,\M. 
Assam and Tripura. '.The'inflow..of' ,''^1 
, Hindu refugees still continued. 'The, ^ 
immigration of job-seekers, dngi-“ ' 
beers, doctors, tradesmen^ contrao- 
tors, i«rti$an 6 and labourers intt> . 
Assam is a comparatively new phs-W 
qoraepon. Due to the increasing ? 
tempo ■ of development work 
Assam, the inflow of;this'category-: 
of persons Has been increasing • 
.rapidly during Bnf- last 'fdw''yea^ 

Most of these people have not yet /V' 
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Rate ef Growth .-of' 

Population / 1 , * \ %% 


(Per cent) 


Decades 

- All-India 

_ Aswan t' 1;.$$ 
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1611-1921 
1921-1931, 

* 1931-1941 
1941-1051 
1951.1061' ‘ 

^ • 5.78' ’ 

9.81 
11.01 
, , ■ mss 

13,21 

• - . SldfO 

'M 

1A01 • ..yy: 

1944 '■ 1 ‘J ‘‘ 

■ 20.66 

' 10.98 • '■ ' t 

■*4.46. • 

Seunoe: Census of India, 1961 and ' 
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taken up permanent reeidenee in 
Assam. 

The increase of population in 
different districts of Assam since 
1901 is given in Table 2. TV 
figures for hill districts should, 
however, be taken with some reser¬ 
vation because of the possibility of 
under-enumeration in earlier cen¬ 


suses in itift0cei«b1c.ai%aa like Miso 
Hills or North- Cachar and ■ Mikir 
Hills. Districts where the increase 
of population is more than 21.5 per 
cent during 1951-1961 tain be con: 
sidered to haye experienced an.ab- 
normal rate of growth. In Assam 
all the districts would fall in this 
category although the districts of 


uacnas, tabeagar, KAasi tad Mint* 
Hills and Garo Hills have recorded 
comparatively smaller rates of in¬ 
crease. 

The. larger increase in the two 
hill districts might be the result of 
under-enumeration in the 1951 
Census. The small increase in 
Cachar district may be due to mig- 
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ration of a large number of refugee* 
vAo came to the district between 
. 194^ and 1951 from Sylbat and were 
therefore enumerated in the 1951 
Census in the district to other parte 
of the country. There might also 
have been some under •enumeration 
of Pakistani nationals residing in 
the district in the 1961 Census. 

As ha? been pointed out earlier, 
a large proportion of the increase 
in population of Assam during 
1951-1961 is due to the immigration 
of (1) Hindu refugees from East 
Bengal; ( 2 ) Muslim settlors from , 
East Bengal and; (3) labourers, 
tradesmen, contractors, etc, from 
other parts of India, it is difficult 
to estimate the exact number of 
persons falling within each of these 
three categories. Had there been 
some question in the Census like: 
“Where were you enumerated in the 
. last Census?” and it had been 
possible to get correct answers to 
this question, it would have been 
possible to know the total number 
and composition of immigrants 
since 1951. 

From 1951 to 1961, Assam’s 
population increased from 88.3 
lakhs to 118.7 lakhs, an increase of 
30.4 lakhs in 10 years. If All-India 
average rate of growth (i e 21.5 per 
cent) were applied to Assam, die 
population of the State would have 
been only 106.8 lakhs by 1961. 
This leaves nearly 11.9 lakh (or 12 
lakh) persons who might be des¬ 
cribed as constituting an abnormal 
increase of population in Assam. 
Allowing for underenumeration of 
about a lakh or so in 1951 Census, 
the balance of nearly 11 lakhs must 
have been added through immig¬ 
ration. As stated above, such im¬ 
migration might come from three 
sources. Of these, the third (i e 
labourers, tradesmen, contractors, 
etc) who would normally settle down 
in urban areas would not exceed 
more than 50,000 or so. Consider¬ 
ing that proportion of urban popu¬ 
lation in the total population of 
Assam is lower than all-India aver¬ 
age, this cannot be described as an 
under-estimate. Thus the balance of 
about 10.5 lakh persons must be 
either Hindu refugees or Muslim 
infiltrators. 

The Refugee Rehabi'Station De¬ 
partment might be able to give 
some idea about the number of 
H ind., refugees. If their estimate is 


correct, the balance wpold naturally 
be Muslim immigrant*. ^Sdaee esti- - 
mate of these two types of immigr¬ 
ants may be madeby comparing the 
religious composition of the popula¬ 
tion in 1951 and 1961 as given in 
Table 3. If the normal rate ot growth 
of population in Assam is taken as 
21.5 per cent on the basts of AH- 
India growth-rate, the different 
religious groups of Assam would 
have numbered as given In Table 4 
in 1961, 

The large increase in popu¬ 
lation of Christians may be due to 
conversion of tribal*. The decrease 


of population under “othetrt,” alao 
indicates this. Normally persons 
falling under “others” should have 
shown a higher rate of increase aa 
most of the under-enumeration in 
the 1951 (or earlier) Census occur- 
ed in the tribal areas, the inhabi¬ 
tants of which constitute the main 
portion of the population grouped 
under “others”. The larger increase 
under Buddhists might also be due 
to conversion of some Hindus and 
other religious groups to 1 Buddhism,, 
Under-enumeration of Buddhists, 
most of whom live in the interior, 
may be another factor. Although 


Table 2: Increase in Population of Different Districts of Assam 

. (Per rent) 





1901. 

1911 

1911- 1621- 
1921 1931 

1931- 

1941 

1941- 1851- 
1901 1961 

1901- 

1961 

(1) 

Cachar 


18.21 

5.32 8.94 

1LS8 

24.66 *85 

116.0 

(2) 

Goalpara 


29.97 

26.92 15.76 

14.88 

0 25 39.5 

284.0 

(3) 

Kamrup 


13.33 

14.20 27.92 

29.43 

17.89 88.4 

250.0 

(4) 

Darrang 


11.89 

21 05 22.55 

2589 

24.03 39.6 

2880 

(5) 

Nowgong 


IBM 

31.94 41.85 

15.87 

86 65 36 5 

3650 

(6) 

Blbs&gar 


15 57 

19.06 13.38 

11.48 

16 51 24.4 

152.0 

(7) 

Lakhimpur 


26.39 

30.42 23.40 

23.66 

20.88 38.8 

8410 

Assam Plains 


17.59 

20.02 19.85 

18.77 

20 24 34.6 

228.7 

(8) 

United K A 

J Hills 

ia.23 

3.40 1018 

14 60 

0 44 27.1 

1180 

(9) 

Garo HOls 


14.94 

12.71 6.57 

17.11 

8.28 26.9 

107.0 

(10) 

United Nlktr and 







North Cachar Hills 

3311 

5 92 18,60 30817 

24.02 60.1 

5*50 

(11) 

Mizo District 

10.64 

7.00 28.42 

22.81 

2842 856 

828.0 

Total Hill Districts 

10.98 

11.84 17.21 

30.24 

12 46 S3.» 

188.6 

TOTAL ASSAM 


16.73 

104)1 19.54 

20.07 

10.28 34.45.220.0 

Source: Census of India, 1951 and 1961. 


Table St 

Distribution of Population of Assam by Religion 




1951 

1961 

Increase over 1931 

Religion 

No (in 

Per 

No (in 

Per 

No (in 

Per 



thousands) 

cent 

thousands) 

cent 

thousands) 

cent 

(1) 

Hindus 

58,86.1 

66.5 

78.84.9 

66.41 

19,98.8 

88,80 

(2) 

Muslims 

19.959 

22 60 

27.65,5 

23.29 

7,89.6 

8856 

(3) 

Christians 

4.87.3 

5.52 

7,64.6 

6.44 

2,77.3 

8681 

(4) 

Budhlsts 

22.8 

0.26 

35.5 

0.31 

13.9 

61.80 

(5) 

Sikhs 

3.9 

0.04 

9.7 

0.08 

5.8 

148.72 

(6) 

Jains 

4.2 

005 

9.5 

0.08 

55 

126.18 

(T) 

Others 

4,30.7 

4.88 

4,02.1 

8.39 

C-)28.6(~ 

) 0.07 

TOTAL 

88,30.7 

100.00 

118,72.7 

1004)0 

30,42.0 

84.45 

Source: “Statistical Abstract of Assam” 

, 1958, p 4-5 

, Eastern Economist, Vol 40. 


No 21, p 

62. 







Table 4. 

Normal Growth of Population by Religious Group 




(Figures in 

thousands ), 








Plus 21,5% 



Religions 

1951 Population Increase Thereon 

Total 

(1) 

Hindus 

58,86.1 

12,65.5 


7151.6 

(2) 

Muslims 

19,95.9 

4.29.1 


24.250 

(3) 

Christians 


4,87.3 

1,04.7 


3,92.0 

(4) 

Buddhist* 


226 


4.9 


273 

(5) 

Sikhs 


3.9 


0.8 


4.7 

(6) 

fains 


4.2 


0.9 


3.1 

m 

Others 


4,30.7 


92.7 


5,23.4 


1829 





,tov *«y* Ramanatnan 'are emonj the mc<lt thins* 
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I hi p e r centage tocaeei to te w 
«W i* vwy high* tbe total number 
of persons involved is very smelt, 
especially to case of Buddhists, 
Moreover, taken together Christians 
and Buddhists show an increase of 
only 27.9 per cent Considering 
possible ' under-enumeration of the 
people erf these communities in the 
previous census, this rate of growth 
cannot be taken as abnormal. There 
is, therefore, very little chance of 
new settlers belonging to these com¬ 
munities having come to Assam 
during 1951-61. 

The excess increase beyond 21.5 
per cent in case of Hindus, Muslims, 
Sikhs and Jains cannot be explained 
as bring due to conversion or under¬ 
enumeration in the previous census; 
it can be considered only as net 
immigration from other places. 
The figures in Table 5 should 
be taken as the minimum, be¬ 
cause the assumed natural rate of 
increase at 21.5 per cent for 1951-61 
may be somewhat higher than the 
actual rate. The all-India growth 
rate of 21.5 per cent is based on 
population growth as a result of 
both natural and unnatural (e g net 
immigration) causes. During 1959, 
the registered birth and death rates 
in Assam was 8 and 3.5 per thous¬ 
and, respectively, compared to the 
all-India rates of 23.0 and 9.9. (See 
“Statistical Abstract of India”, 1961, 
p 592-93). This gives a rough sur¬ 
vival rate (or natural rate of in¬ 
crease) for a decade at 4.5 per cent 
for Assam and 13.1 per cent for all- 
India. Such ridiculously low birth 
and death rales for Assam which 


BAfaral rate* of increase tor the 
different communities: Hindus 17$ 
per cent, Muslims 17$ per cent, 
Sikhs IQ per cent, Jains 10 per 
cent, Buddhists and others 27$ per 
cent This would give the figures 
of net immigration of these com¬ 
munities as shown in Table 6. 

Thus it would appear that nearly 
14 lakh persons have oome to 

Assam after 1951 from other 
places. Assuming that all the 
immigrant Sikhs, Jains and Chris¬ 
tians and about 136,000 Hindus as 
i coming from other 1 parts of India, 
the total of immigrants from other 
States of India would be nearly 
150,000. Most of such immigrants 
will reside in urban areas. There 
was an increase of nearly 5 lakhs 
in the urban population of the 
State between 1951 and 1961. If 
an increase of about 2 lakhs is con¬ 
sidered to be “normal”, the remain¬ 
ing 3 lakhs would be immigrants 
into the urban areas. 

There is little possibility of 
Muslims from other States of India 
coming to Assam. Thus it would 
appear that nearly 8.3 lakh 
(969,000 less 136,000) Hindu re¬ 
fugees and 4.2 lakhs of Muslim 
immigrants have come to Assam 
from East Pakistan since 1951. The 
low growth rate of population in 
some border districts of East Ben¬ 
gal compared to the growth rate in 
West Bengal or Assam also suggest 
such an outflow from East Pakistan. 
The total number of Hindu refugees 
from East Bengal in India was 
officially estimated at nearly 41 


lakh* In 1961. Of tbfs at least SB 
'per cent must have come to India, 
after 1951. Hence our figure of 
Hindu refugees in Assam at (L2 
lakhs cannot be taken as an over- 
estimation. Similarly the figure 
of 4.2 takhB of Muslim immigrants 
from East Bengal cannot be con¬ 
sidered too high. In fact, if some 
Pakistani nationals did not report 
to the Census authorities in 1961 
due to the agitation at that time 
against Pakistani infiltrators in 
Cachar and other districts, toe 
number of immigrants under this 
category would appear to be higher 
still. Similarly, if it is true, as 
Pakistan alleges, that many- Indian 
Muslims who were enumerated in 
tbe 1951 census in India left India 
for Pakistan after 1951, the number 
of new infiltrators would be higher 
still. Hie figures of Pakistani Mu* 
lim infiltrators into Assam since 
1951 can be reasonably put between 
4 and 4$ lakhs. 

Hindu refugees would generally 
prefer to settle down in or around 
the urban areas. Some of them 
would, however, be compelled to go 
to rural areas. Taking the number 
of Hindu refugees residing in and 
around the urban areas at 2.5 lakhs, 
it may be estimated that about 6 
lakh Hindu refugees have gone to 
the rural areaB. Most of the Mus¬ 
lim immigrants from East Pakistan 
would, however, prefer settlement 
in rural areas. If it were possible 
to compare by religion and by 
language the population from 
village to village as revealed by toe 


are lower than the rates in highly 
developed countries like the United 
Kingdom cannot be relied upon. 
Nevertheless, it may still be argued 
that the birth rate in Assam is rela¬ 
tively low compared to many other 
parts of India due to the smal'er 
number of females (876 per 1,000 
males) and the higher age of marri¬ 
age both for males and females. 
There is, however, no reliable evid¬ 
ence to indicate that the incidence 
of disease (like malaria, cholera, 
small pox) is lower in Assam than 
in -the rest of the country. 

Aa a large number of Sikhs and 
Jains come to Assam, leaving their 
wires and families in their 
native stats, the natural rate of in¬ 
crease for these two grouns would 
be much lower, We would, there¬ 
fore, suggest the following as the 


Table Si ‘Abnormal* Growth in Population of Certain Communities, 1951-61 

(Figures in thousands) 


Hindus 

78,84.9 

less 

71.51.6 


7.33.3 

Muslims 

27,65.5 

less 

24,25.0 

= 

3,40.5 

Sikhs 

9.7 

less 

4.7 

as 

5.0 

Jains 

9.5 

less 

5.1 


4.4 

TOTAL 





10,83.2 


Table 6t Immigration into Assam 

(Figures in thousands) 



Increase in Popu¬ 
lation between 
1951 and 1961 

Less 

Increase Accord¬ 
ing to above 
Calculation 

Net Immi¬ 
gration 

Hindus 

19,98.8 

lets 

10,30.0 

9,68.8 

Muslims 

7,69.6 

lest 

3,49.3 

4,20.3 

Sikhs 

3.8 

loss 

0.4 

5,4 

Jains 

5.3 

less 

0.4 

4.9 

Christiana, Buddhists & others 2.62.6 

lest 

2,38.7 

3.9 

TOTAL 

30,42.1 


16,38.8 

14,03.3 


1031 




• 1S51 :*a&‘ 1961 ctmuses frame'll#. 

primary census sheet* some ides 
could' £* had! about the inflow el 
; peir*t>m. from outside Assam into 

: rural areas of the State. Ordinarily, 
;' «*{* immigration might appear 

# ' peculiar because the general tend- 

tmey is to migrate (rpm rural to 
urban areas in search of jobs and 
’ livelihood. Gut in Assam as a 
large number of persons with agri¬ 
cultural and rural - backgrounds' 
>. have come from outside the State, 
particularly East Bengal, the rural 
ftre^s 'have had to accommodate the 
newcomers. Further, because of 
■’[ the slow pace of industrialisation 
' and urbanisation in Assam, where 
; imly 7.S per cent of the population 
were in the urban, areas in 1961, 

. the pressure of immigration will 
naturally be keenly felt by the 
rural areas. - 

The Agro-Economic Research 
Centra fqr North-East India collect- 
. ed some data on immigrants in the 
course of a village survey. The data 
for two villages are presented here. 
.Tables 7 and 8 show the imnjigra- 
' lion into village X and Y, respec¬ 
tively, in different years since 1947. 

. Village X is in the Nowgong dis¬ 
trict, negr the district headquarters. 
.Nowgong has been the main Centre 
of attraction for both Hindu refu- 

g ss ana Muslim immigrants oi 
at Bengal during the last hajf a 
century. The Muslim immigrants 
' 'have also settled in the Goalpara 
!, district, Baipeta svrb-division of the 
, Kamrup district and the Mangaldai 
‘ t sub-division of Darrang district. In 
recent years the tempo of such im- 
migration has increased also in the 
; Terpur sub-division of Darrang 
district and the North Lakhimpur 
sub-division of the Lakhimpur dis¬ 
trict Hindu refugees from East 
♦'Bengal have settled down mainly 
in' Cachar district and near the 
; urban centres of all the plains dis¬ 
tricts-and also at Shillong in the 
Khasi Hills. Village X indicates 
;tfcfc immigration of Hindu refugees. 
Village "Y is in the North Lakhim- 
, ; .'*pur sub-division, in a somewhat 
inaccessible area .which, was conne- 
1 cted with the sub-divisional head- 
j quarter only, in recent years after 
tine opening of a road to NEFA. 
This village indicates the settle- 
t metrt of Muslim immigrants and 
garden labour families .and Nepalis. 

A word of caution is necessary. 
Tbe*p two villages were deliberately 


- . 1 ■ - .... ■«-«*- • . ■■ im* —....-v ■ 


. W 5 

.. ^ -. 44 '., S- * . %. 



YW o i lavotisstiM :. PJ 82 - 
(Household end PeptJeuiott Figures twftr to At year 


Yean of Settlement 
in the Village 


Hindu 


Bengal: 

Rlaht 


of tb Surety} 

-—— - .', t „ 


(1) Original Sautes SI 

(MB) 

(2) Before 1947 

(3} Between 194? and 1931 
(4) Between 19*2 and 173* 

. C*) 1956 (afrir let-point survey) 

(6) J957 

(7) 1956 

(8) 1959 

(9) I960 

(10) 1961 

(11) 1962 

TOTAL 23 

■’ . , (177) 


2 

( 12 ) 


7 

( 38 ) 

33 

,(234) 

32 

( 192 ) 

12 

( 76 ) 

13 

( 96 ) 

IS 

(190) 

19 

(60) 

10 

(67) 

23 

( 110 ) 

( 15 ) 

162 

( 1010 ) 


St 

(330) 

4 

( 26 ) 

5 

( 42 ) 

2 

( 16 ) 

3 . 

( 14 ) 

—2 

( 8 ) 

11 

(*») 

6 

(48) 

3 

(H) 

3 

(18) 

92 

(592) 


• 't-v'-Wv 

" <r«») 

m (4i#> 


2 

( 8 ) 


w 

87 

( 234 ) 

l* 

(62} 

(ill) 

18 

to 

(119)' 

18 

(127) 

26 

( 121 ) 

9 

03) 

279 

(1797) 


Table 8 t Village Y, North Lakhimpur, Asaam 

Distribution of Immigrant Hooaehokla According to Community and 
Year of Immigration 

Year of Inrmtigation : 1963 

(Household and Population figures refer to the year of the Survey) 


J 

2 6 42 

> s l! 


Ex-Tea garden Labour 


<35 


I 

s 

a 



(1) 

Origins] Settlers 

2 






- 


2 

(2) 

Before 1947 

(12) 

2 

5 

9 

1 

1 

14 

6 


<8» 

(3) 

(4) 

Between 
1947 and 

Between 

51 

(11) 

I 

(4) 

(18) 

(51) 

(2) 

(9) 

(77) 

(27) 

(34) 

11 

(69) 

(24) 

(195) 

(36) 

12 

(73) 


1952 and 

55 






6 

1 


7 

(5) 

1957 


1 

1 

1 



(29) 

1 

(5) 

1 


(34) 

(6)' 

1938 


(4) 

(6) 

(5) 



(6) 

(6) 

1 

(27) 

1 

(7) 

(8) 

M taje 

i i 


1 

(3) 



1 

I 

1 

1 

(4) 

(5) 

T 

(7) 

(?) 

mi 





(2) 

(2) 

(2) 

1 

(7) 


dj) 

TOTAL 


7 

(.34) 

6 

(24) 

ttt 

(56) 

2 

(4) 

2 

(U) 

W 

(168), 

10 

(49) 

l 

(5) 

W 

72 

(871) 


Note: Figures in the brackets indicate number of 






*7- r -•g’WST "g"' 

.jsjpk 1 

tha ,__ „ , ... 

. ■ nut* &Mttt 4» a yrluk 
."■j«ind»r’.'«- : yfRip* wyre 
"In the whok ojTAssam. 

' wet labooi tite- general eitua- 
tion ia tire State might be had. Sat* 

' tiny «uCh aunfcy is 13rety to mdse 
. the villager* auspicious and because 
of die political {o^rfkatiorrs of re* 
wiling oneself as aa immigrant it 
be difficult to frt tterrect 
answers from the respondentia ;|a 
out presfent survey the question tif 
the, year of immigration to &» ' 
village was asked very casually 
among many other questions with* 
out placing any strew on it. More* 
over, our investigators had stayed 
in the village for* two to throe 
months and hence a friendly rela¬ 
tion had developed between the 
villagers and our investigators. 

In village X, out of 279 house¬ 
holds in 1962, only >11 or only 28.0 
per cent were in the village before 
1947, Compared to this, in village 
Y out of 72 households »« 1963, 
40 households or nearly 56 per 
cent were in the village from pre- 
independence days. 

from 1947 to 1955. i e during 
9 yean, the 76 households immig¬ 
rated into village X and 19 house¬ 
holds into village Y. This gives an 
annual rate of 9.4 households for 
village X and 2.1 households for 
village Y. Compared to total num¬ 
ber of households in each of these 
two villages, the rate of inflow is 
almost similar. The pat* of im¬ 
migration has remained almost 
constant in village Y even after 
1955, while it has increased con- 
•Uherably in village X. From 1956 
*e 1961, 113 households came to 
•Aa village X, giving an annual in- 
Sow of 19 households in these 6 
years. 

The community-wise break-down 
will show that out of 162 Bengali 
Hindu, households in ..village X, 
only 7 households were in the 
village prior to independence. The 
inflow of Hindu refugees was consi¬ 
derable upto 1961. In 1961 it Was 
more than doubled. This might be 
due to the language disturbance in 
i960, which led many Bengali 
Hindu household* to flee to area* 
where them were already .a consi¬ 
derable ttumbr of families of their 
own community. There is pratti- 
cdtty po inflow of Hindu wfugem 


Aaea -wtH**** Y»' XU* jntiv aims 
\mt . 0 ** m Are that Hindu 
refuggre hatis settled mainly in the 
"dw areas. Out «f 92 immigrant 
Mnslim bouseboids in village X, 
only' SI were m the village in pre- 
independence days. In village Y, 
Out of Ae 34 Muslim immigrant 
households, only 14 belonged to the 
village in pre-independence days. 
It » interesting to note that the in¬ 
flow of Muslim immigrants into 
' bach the tillages Mill continues. 

The figures for Assamese Hindus 
am revealing. There i* practically 
no new Assamese Hindu settlement, 
in village X. This might be due to 
the predominantly immigrant cha¬ 
racter of tine village. In village Y, 
out of 7 Assamese Hindu house¬ 
holds 3 came to the village after 
1951. In this village almost all 
the ex-tea garden households and 
60 per cent of the Nepali house¬ 
holds belonged to pre-1947 days. 
In both villages, tire number of 
households who have left the vill¬ 
age prior to the year of the survey 
is not known. It may be true that 
some of the pre-1947 households, 
which will be mainly Assamese 
Hindu or ex-Tea garden labour, 
have left the village due to pres¬ 
sure from immigrants and have 
now settled down elsewhere. Ques¬ 
tions were asked to find out the 
places from where the immigrants 


had conn to the two -villages, Ttbiw 
-9 'and’10 give the information, 
collected, 

As stated above, due to’the poli¬ 
tical considerations involved the in-. 
formation given in Tables 9 and 10 
may not be accurate. .Nevertheless, 
it is revealing that a large number 
of the households come from dis¬ 
tricts other than the district in 
which the village is sitqated. Most 
of the Muslim immigrants in vill¬ 
age Y stated that they' had come 
from Nowgong district, although it 
is not possible to verify this,. Most 
of the Hindu immigrants stated 
that they had come from East Pak¬ 
istan. But just as tiie Muslim im¬ 
migrants may state untruthfully 
that they were from other parts of 
India, Hindu immigrants may be 
tempted to say that they were from 
East Pakistan. 

The foregoing discussion shows 
that the Urge inflow of population 
into Assam from, other parts qf 
India and from East Pakistan stilt 
continues. The pressure of this «fK 
flow has bepn keenly felr ixf the 
rural areas of the State. We have 
not cpnsidered the advantages Of 
disadvantages to Assam from this 
inflow of persons. The political, 
economic and sociological questions 
raised would need separate consi¬ 
deration. . 


Table 9,i Place* from Where the Immigrant Households Have Come to 

Village X , 


Places from Where Emigrated 

Auamese 

Hindu 

Bengali 

Hindu 

Muslim 

Others 

Within the district 


2 

20 

41 

«*•* 

Within the State 


— 

1 

- . 

— 

From different State* of India 


— 

98 . 

— 

' 2 

From East Pakistan 

' 

— 

43 

— " 

' 

TOTAL 


2 

162 

41 

2 ’ 


(2) 21 original households ate excluded. ‘ • ‘ ' 

(3) One Asamete household has emigrated. , . 

i ^ * 

Table 10 i Places from Where the Immigrant Households Hava Come to 

Village Y 

Places from Ex-Te a Garden Labourers Assamese Muslim Nepali Bengali Hindu- 

Where Emigrated Urang Muntja Gour ' staai 


Within the District 

10 

6 

. S 

5 

■12 • 

4 


1 

Within the State 

■ — 

-r- 

— 


. 21 

6 


■It. 

Front Other States 

— 


— 

— 

-*» 

— 

1 

I 

TOTAL 

10 

6 

3 

5 

. 33 

10 

l 

'% 



only 

genuine 


spare 


parts 


No problems • No worries 

Problems always arise if you neglect 
your Jeep. It works hard and long for 
you and may at times need certain 
replacements. Factory approved 
spare parts guarantee a new life and 
maintain the excellent performance 
with minimum upkeep. Rely with 
confidence on genuine spare parts 
— only with them 

will you get complete satisfaction. 
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MAH IN DR A A MAHINDRA LTD. 

Bombay * New Delhi • Calcutta * Madras 



A uthorised dealers 

AUTOMOTIVE MANUFACTURERS PVT. LTD.. Secunderabad • BHOPAL MOTORS PVT. LTD,, Bhopal • CAMA MOTORS PVT. LTD.. Ahnwdabad * 
CENTRAL AUTOMOBILES. Raipur (M.P.) • OARAPATI GARAOE (1989) Vijayawada ■ QHATAGE A PATU, Kolhapur * HIRAKUD AUTOMOBILES, 
Sambalpur (Branch: Rourkela) • INDIA GARAGE, Bangalore • INDIA GARAOE, Madraa • JADWET TRADING CO., Port Blair (Andaman A Nicobar 
bland.) • JAMMU A KASHMIR MOTOR CORP., Jatnmu-Tawi (Kaahrair State) • LAWLY SEN A CO., Fatn* • METRO MOTORS, Bombay • METRO 
MOTORS (KATHIAWAR) PVT. LTD., Rajkot • NARAIN AUTOMOBILES, Lucknow • NARBHERAM A CO. PVT, LTD, Jarmbedpur • FATN AIK 
* CO.. PVT. LTD., Cuttack ■ PROVINCIAL AUTOMOBILE CO.. PVT. LTD., Nagpur ■ SANGHI BROS., (INDORE) PVT. LTD, Indore * 8ANOH1 
MOTORS. New Delhi (Branch t Chandigarh) • SILVER JUBILEE MOTORS PVT/LTD.. Poona • TV. 8UNDRAM IYENGAR A SONS PVT. LTD, 
Madurai • TASHI COMMERCIAL CORPORATION, Phuntaoling (Bhutan) • TENZING A TENZINO, Sikkim • UNITED MOTORS OF RAJASTHAN, 
Jaipur ■ VT8HNOO V. KAMAT TARCAR. CWade Da Goa, Go* ■ WALFOBD TRANSPORT LTD., Calcutta (Branch* Dibnigarh A Mflguri) 

BUY NATIONAL DEFENCE CERTIFICATES 
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U S Balance of Payments 

’ f 1 . .»v < • v 1 - i -w <; 


- Bajeadra Komar 

The outflow of long-term capital from the US, both on private and Government accounts, has a 
double function. First, it is a counterpart to the surplus on the current balance and, second, it relieves the 
shortage of international liquidity, the V S dollar being the major of the tu/o hey currencies for world trade. 

\ An analysis of the components of the outflow of long-term capital from the U S indicates that the 
net outflow is not sufficient to adequately fulfil the former function; and, in order to fulfil the latter func¬ 
tion, US deficits uxndd have to be substantially larger than at present. 

Table 1 t Analyst) of U S Balance of Payments, Excluding Military Grant Aid 

(Million dollars) _____ 

, Calendar Years 


I860 


1 M 1 


1962 


.'''m'Y! 

1 "7< 


IMS 
I qrf 


F studying a country’s balance of 
payments, it has become tbe prac¬ 
tice to focus attention on tbe baste r 
balance, especially so in respect of 
a country adhering to Article VIII 
of the International Monetary 
Fund's Articles of Agreement—that 
is, « country which permits unrest¬ 
ricted convertibility of its currency 
for financing current international 
transactions. The United States is 
one of 24 such countries. Moreover, 
the United States, along with ten 
other of these 24 countries, has 

? ;one a step further in permitting 
ree movements of banking funds. 
In the case of these countries, there¬ 
fore, for judging their balance of 
payments health, one must refer to 
the basic balance. The basic balance 
covers all payments arising from 
current international transactions 
and from long-term capital transac¬ 
tions. International transfers of 
short-term capital are left out of 
the basic balance of payments picture 
because these are erratic and tend 
only to vitiate the real balance. Ta¬ 
ble 1 presents a re-grouping* of the 
items in U S balance of payments. 
The financing items are shown se¬ 
parately in Table 2. 

Table 1 estimates the foreign ex¬ 
change pressures resulting from U S 
international transactions. Table 2 
describes the measures adopted by the 
U S to absorb these pressures. Since 
the real adjustment of the balance 
of payments is achieved through 
correcting the basic balance (Group 
I in Table 1), this paper examines 
the items therein with a view to 

* The exclusion of Group J, “Capi¬ 
tal, private short-term”, does not 
alone exactly yield the basic 
balance of payments figure, for 
Group H, “Errors and Unrecorded 
Transactions”, contains a substan¬ 
tial element of short-term capital 
flows. That is why the “errors and 
omissions” item is not included in 
the current balance, unlike the 
usual practice; the capital element 
predominates in its fluctuation*. 


A- Merchandise, nan-military 

Exports 

Imports 

Balance 

B. Military transactions 

Sales 

Expenditures 

Balance 

C. Income transfers 

Income on investments. Private 
Government 

Remittances and pensions 
Balance 

D. Other services 
Sale* 

Purchase 

Balance 

E. Current Balance of Payments 
(A through D) 

F. Capital, private long-term 
U S capital 

of which. 

Direct investments 
Long-term portfolio 
Foreign capital 
of which, 

Direct investments 
Other long-term 
Balance 

G. Capital, Government 
Grants and capital outflows 
of which 

transactions involving no 
immediate outflow 
and Dollar payments to foreign 
countries and international 
institutions 

Scheduled repayments on U S 
Govt loans 

Other U S Govt liabilities 
Non-scheduled receipts on Govt 
loans 

U S Govt non-marketable medium- 
term non-convertible securities 
Balance 

H. Errors and Unrecorded Tran¬ 
sactions 

I. Basic Balance of Payments 
(E through H) 

J. Capital, private short-term 

U S capital 

U S commercial and brokerage 
Balance 

K. Balance of Payments (I+J) 


1945C 

19913 

20479 

4998 


- 14723 

—14497 

—16145 

—3985 


473f 

5416 

4384 

1018 


33r 

402 

660 

183 

1 

—3041 

—2934 

—3028 

—741 

1 

— 2718 

—2532 

—2368 

—598 

2873 

3464 

3850 

1005 

. V, 

340 

380 

472 

118 


—-672 

—705 

—736 

—217 

."V 

265C 

SI39 

8586 

906 

’ 4 

3968 

4152 

4329 

1062 


— 5434 

-5436 

-5791 

—1447 


—1476 

—1284 

—1462 

—389 


3097 

4739 

4090 

976 


-2544 

-2609 

—2766 

-1013 

p 

i ' j 

1694 

-1598 

—1557 

—556 

-850 

—1011 

—1209 

-457 


430 

466 

271 

28 

:. ,{ h 

141 

73 

132 

17 

* v 

280 

393 

139 

11 

iH 

—2114 

—2148 

—2495 

—985 


-3406 

-4056 

-4281 

1082 

o':t 

2298 

- 2940 

3211 

- 856 

' ' 1! 

1107 

1116 

-1070 

-226 


58P 

006 

617 

143 


26 

85 

614 

56 


4f 

668 

666 

25 



— 

251 

83 

'i 

—2742 

—2997 

—2138 

—796 

'J: 

—688 

—905 

—1025 

—44 


—244? 

—1006 

—1568 

—848 


1346 

- 1541 

507 

56 


-90 

177 

-116 

—13 


—1436 

—1864 

—623 

42 


—3881 

—2870 

—2186 

.806 

> 


* Including those financed by Government grants and loans; these being 

Merchandise 1910 2237 2345 613 

Services, other 298 430 53S 160 

+ Preliminary 

Source: V S Department of Commerce. Survey of Current Busineer, June 196J. 
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' judging if tifalasic -deficit# MMi 
’ reveal a.vWaknftW of the U S:3oi4*t 
in foreign -exchange markets. If 
there is no such weakness, then’ the 
' question arises' if'the -U S basic de- 
ficitft are a normal feature of the 
post-war 1 adjustment of world 
- balance of payments. • The answer 
:/to this question is ‘yes’ and so it 
. may be argued that the U S- 
V.Government ought to allow sub* 
statttiolly larger deficits in America’s 
basic b4la.nce of payments. This 
argument assumes importance’ in 
r the;context of discussion on shortage 
of international liquidity, since the 
y S basic deficits' arc a primary sou* 

■ fee of international liquidity. , , 

• . * Capital Outflow : The Key 

•‘The'basic deficits in the U S bal- 
,ance of payments • are determined 
largely by the capital account: by 
the net capital outflow exceeding the 
currtrent balance' of payments' sur- 
» plus? thia gap, but for a'short-lived 
reduction in the first half of 1961. 
•? has continued to widen. Let us, then, 
discuss the capital account. The in¬ 
flow of capital to offset the large 
payments of capital fry America, 
both on private and Government 
accounts, has been very thin. The 
' fcapital inflow on Government account 
is from scheduled debt repayments, 

. advance repayments/ and through 
persuading foreigners (as a balance 
yof payments support device) to hold 
non-convertible V S securities. Tlie 
. «mi£h-poblicised weakness of the U S 
, (Jollgr on foreign exchanges has 
been due entirely to the large out¬ 
ward flow of U S capital, equally 
; heavy both on . private and Govetn- 
■' brent accounts* In order to assess the 
international position of the dollar, 

. oqo must examine the nature of the 
capital outflows.- 
■ The private capital outflow has 
.. . shown a stefidy rise both in the form 

• t of direct investments as well a* port- 
/ folio capital. No doubt this is a drag 

> 6 n the . basic balance of payments in 
s',Aa Strict accounting sense, Nonethe* 

* less, the current balance df payments 

4 gAms much as a result of the out- 
- flow of private capital; see the yearly 
*’• rise in income from private invest¬ 
ments from $ 350 million in I960 to 

, about $470 million* in 1962-6.1 ■ 
(Group G). Although there may be 

* touch to he-said about the direction* 
trf the private capital Outflow, yet a 

5 ,,dip .in its steady upward trend would 
f -;J*) UHthinkable, 'particularly to, the 

S authorities, <• 

§m : /: - 

/Ml'.,*.-; ■ . 


» < m {■£ ; 

1 V, y-' .'y'..'-!,/:*’/■ 

. - ‘..The- dapihkV Sutfibw' 
ment account has beers '.distinctly 
larger than that dr private account., 
An examination of its nature - would, 
however, /reveal that U S Covera- 
ifient capital outflow » hot a pay¬ 
ment* burden as" auch; it’ does not 
.create an • exchange * problem,. 
Between two-thirds- » fo . thtfee* 
fourths of the outflow (Group G, 
Item i(a)) is such as does not lead 
to an immediate payments burden, 
.being export finance or loans tied to 
the source of sqpply,.Corresponding¬ 
ly, more than one-tenth df American 
exports of goods and services was 
financed through Government grants 
and loans (see Note, to Table !)• 
’Lest the balance of payments statis¬ 
tic* should unduly magnify’ the de-„ 
ficit in basic balance, one may 
question the validity of, entering this 
entire item here, particularly when 
these debit entries do Hot .signify 
an “immediate outflow”. At the 
most, export finance .figures, could, 
be entered here. , 

The other item accounting for 
Government capital outlow is dollar 
payments to foreign countries and 
international institutions (Group G, 
Item i(b)). This outflow should have 
a bearing on tjie basic payments ba- 


,'il.V 11 ; 

■"r 


£»- W f . ——. 

•tuttaA dhtidte to eowttt&e 
'so obtaiAi Ip tee abtepise'of flitter, 
details of tbesh dollar payments ond ;■ 
oanoot judge' Accurately; their, ism 
-pficafioni for the’ basic balance. 
.Only whop >och' details are, awl-; 
table -will it be possible. <0 ■totem' 
the precise ‘bazden imposed by /the 
US Government’s obligatory inter¬ 
national capital transactions. Insofar 
as these payments refer -to, fay, 
short-term currency, aid to -the- 
Canadian dollar, they only go to 
show the ‘ international strength of 
the dollar^ the increase in the. basic ( 

deficit is not conclusive ifi that case . 1 

• ‘ ‘ 

Cde for Bluer Defidtaf 

To sum up, , the outflow of U S 
capital both on - private and Gov¬ 
ernment accounts* i« doubly equilib- 
riaring: firstly, it is an essential * 
counterpart of the . U S current 
balance of payments surpluses 
(Group E); artd, secondly, it re*' 
lieves the shortage of international • 
finanoe overseas, 1 / S Dollar being 
the mAjoc of the two key curren¬ 
cies for world tirade. An examina¬ 
tion of the several components of „ 
US capital outflow listed in the 
balance of payments statistics pub- 


Table 3) Finanrini of die l) S Balance of Payments 

(Million dollars) 


1960 


, Calendar Year 

1961 1993 


IMS 

Iqrt 


1. Sale* of non-raarketable mediuni- 
lerm convertible «eciiriti«*i 

(a) Dollar securities 

(b) Foreign currency securities 

2. Increase in short-term official 

and banking liabilities and in 
foreign holdings of market¬ 
able V S Govt bonds and notes 143t; 

’ (decrease —) 

(a) Foreign private holders in¬ 
cluding hanks and interna¬ 
tional and regional organisa¬ 
tions (excluding IMF) 280 

- (b) Foreign official holders 114C 

S. Decrease in If S monetary 

reserve assets 244? 

( increese—) 

(a) I M F position 741 

' ' . (b) Convertible currencies — 

, (c) Gold .(to** 4-) 1702 

4. Total financing. 8881 


1764 


m 


896 

120 

220 


291 


1083 200 . . 378 k 

681 463 , —89 


im 


38. 


-too ,683 

—116 17 ' —33 

&7 ago 111 

*370 , 2186 668 * 


- b 1 , . .- — 

0 Excluding «a*onal atfju€tme«nts (-137). the 
. reduced to 669. - ,T “ . 1 

+ Preliminary - - . , , *• 

Sourer t tJ« $ Department * of' Cominerce, Survey 




balance of payments deficit Is 

*. , 1 . - /, ' 

ef Currfni Business, June 1963. 
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, t.—...■— r —p——g-r -.-jii&ity, U S bgskpayxrients ddi- _ *cepping up the supply of <*pi*»L 
dwti jt§p: eshi ebotffil he substantially larger. 'etpeciaOy -to the underdeveloped 
, iiet outSow-is not sufficiently eguili- than *j present. Needless- to eey, - countries. The remaiqiijg’ items of 
briefing to adespiatefy fulfil 'the this can be achieved ‘ m two ways: the U S balance* of payments and- 
itCfxpMv function;' in order to fulfil one, by reducing die deficit on the Table If need to be discussed sepoc 
.tnrf hitter‘function,, of international current account,* arid, secondly, by rately. 
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Regulation of Corporate Affairs 


fcV 


> t yHE Department of Company Law 
i ; ‘ Administration was organised 
t item, scratch in 1955 to Improve. 

"?f Arid. centralise the administration of; 
company law which was codified 
and radically , changed in the sue- 
?/' eeeding year. - It became a full- 
fledged Department within the 
; Finance Ministry vyhen tpe’> new 

Companies Act came into force in 
1 V . April l95ri. A little more than * 
,\ year Tater, the then Finance Mini*-, 
ster, Shri T T Krishnaraachari, 
thought that he could do Without 
»this- Department and handed it ovrir . 

* , all of a sudden ’ one fine morning 

* -without ceremony* to the Ministry erf 

Commerce and- Industry, where it 
remained under the d' rec t charge 
of the C. and I Minister till the abo¬ 
lition of that Ministry. It was then 
attached to the residuary Ministry 
of Industry. From there, last week, 
it was suddenly hitched back,, minus 

* . its fuff departmental status and its 

Secretary, Into the Finance Ministry, 
and made a division of the Depart¬ 
ment of Revenue. 

Coordination Unlikely , 

Such transfers are, of course, a 
matter of administrative convenience. 
But, the suddenness with which the 
latest ■ shift has been effected is, 

' . nevertheless, a matter of public con¬ 
cert!. For.the time being, at any rate, 

, the administration of company law 
, has been left without atty top execu¬ 
tive .direction, unless the busy Mihj- 
’ ster of Finance himself chooses to 
take time off to look after it. The 
Revenue Secretariat has its hands full 
with the collection of taxes and the 
Central Board of Revenue is itself 
in the process of reorganisation. 
There is little in common between 
Revenue and Company Law, except 
that a large part of most Central 
taxes, are* collected from joint stock 
- companies in various forms. This 
element is,-in any wept, common 
' ground between hegriy all. the eco'-, 
nomic - wings of Government, 


..ft'% H&zari * * 

• * 1 * 1 ' : . ■ \ . 

. The present writer was among, the 
first non-officials to plead tor a more 
effective coordination of. the admi*. 
nistratibn of company law with 
Various pth^r. .agenbiea’ of Govern¬ 
ment' dealing , with the corporate 
sector, especially those for industrial 
licensing, capital . issues, stock ex¬ 
change regulation arid tax collec¬ 
tion. The erstwhile Department had 
repeatedly stressed the need foi* 
such coordination in its annuaf re¬ 
ports and occasional notes, What 
has been done now, however, appears 
to serve neither the objectives nor 
the mechanism of the’ desired coordi¬ 
nation. . The objectives can be ful¬ 
filled only when the development 
and regulatory policies of Govern¬ 
ment are clarified and more harmo¬ 
nious relations arte established bet¬ 
ween the economic Ministries. 

5 i> iai* as the mechanism goes. 
Economic Affairs rather than Reve¬ 
nue would be the more suitable 
agency for company law administra¬ 
tion,. It is the many-splendoured 
Economic Affairs which regulates 
-capital issues, stock exchanges, L I C 
and the financial Corporations and 
it is Economic Affairs Which is .sup-, 
posed to'give a positive direction to 
financial activities. The administ¬ 
ration of company law is, similarly, 
a regulatory, permissive .arid advi¬ 
sory activity; inspection and investi¬ 
gation of companies are important 
but secondary to its working: The 
Central Board of Revenue, together 
with its subsidiary offices, is, on the 
other hand, a tax-collecting, pena¬ 
lising .and quasi-judicial authority. 
It is true that both Revenue and 
Economic Affairs ire under the same 
‘Ministry but , as the public and 
officials are aware, protocol between 
departments is almost as tiresome 
ak between ministries. 

< , Company Law Set-tip 

What about the future? 

The Department of Company Lay. 
Administration was organised in 
three tiers i £t -Registrar of Companies 


for each State -and for Delhi, a’ 
Regional Director (assisted by a > 
solicitor, an accounts officer and a 
prosecutor) for each of the four 
■ regions, and a headquarters under a 
Secretary ( assisted by a Joint Seem-, 
tary) With a Company Law Advisory 
■Commission to advise on certain 
specific matters. * . 

The first tier is by now Fairly well 
organised -arid reasonably efficuqit, 
with the notable exception’ of life 
office in Calcutta, Where something 
has -been done- but much more re¬ 
mains to be done. - 

At the headquarters, the Depart¬ 
ment was reasonably well organised 
under the dominating personality pf 
the Secretary. The top officers,, how¬ 
ever, were somewhat underemployed. 
The middle grades were (as else¬ 
where) short on initiative and sense 
of direction,* long on memoranda* 
The Research and Statistics Division 
needed toning up while the .members 
of the Company Law Advisory 
Commission, set up to mollify Par¬ 
liament, had little prestige and.leas 
work. Of the two non-stAtutory ads 
visory committees, oply one, the, 
Technical Advisory Committee, diet 
useful work. The pther, the Research 
Programmes Committee, met rarely 
and hardly justified the expenditure 
of public money and time. * ’ - * 
Case for Autonomoo* Board 

The middle tier is .the weakest 
link in the chain. The Regional 
Directors have the' rank of Deputy 
Secretaries and are on loan from- ei¬ 
ther the Revenue Department or the 
States, In spite of some delegation 
of powers from headquarters, they 
have little to do beyond inspecting- 
the offices of Registrars. The Regio¬ 
nal Directorates were set up origi-v 
nally to guide the Registrars arid 
to assist and advise companies. The 
need for this service has practically 
disappeared. The Directors.exist only 
to lend their authority to ffie ad¬ 
vice tendered by their solicitors and 
accounts officers. . 

1 ‘ ‘ 1837 
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Jhi* background is useful in -A#, that the.adnunistratipu of «nnjMusy 
light; of press reports that the fin-, law was too closely linked with 

«uice Ministry contemplates the set- economic policy to w handed over 

ting up of « Corporate Sector Board to an independent body. This argu¬ 
te handle various company matters, ment was reiterated last year in 

The Bhabha Committee had, in Parliament. What precisely the Min- 

1951, suggested the setting up of a istry proposes now is rot dear as 

statutory commission for this pur- yet. There is, as experience shows, 

pose but Government opted for a no material difference between a de* 

department instead, on the ground partment and a separate board or 


commission, '.Whether- ^statutory' -or 
nob-statutory. The choice is really 
between an executive authority 
vested with full powers and a pure¬ 
ly advisory body attached to a de¬ 
partment. A half-way authority 
merely multiplies the Utiles m the 
chain, delays decisions and spreads 

uncertainty. 


One of the fastest growing 
general insurance companies in India 

MADRAS MOTOR & 
GENERAL INSURANCE 
COMPANY LIMITED 


FIRE 


The stability of a general insurance company depends 
upon the continues patronage of its clients. The ability 
to expand the field of activities and serve new clients 
sets the pace of Its growth. 

The swift and steady growth of Madras Motor & General 
insurance Company Limited indicates that it possesses 



1962 

Paid-up Capital 
Reserves 
Insurance Funds 
Total Assets 
Gross Premiums 


Rupees in Lakhs 
30.00 
23.16 
36.22 
136.38 
04.99 


1990 



1961 


1962 


MADRAS MOTOR A GENERAL INSURANCE COMPANY LIMITED 

Registered Office: 52 Peters Road, Royapetuh, Madras-14. 

Post Box No. 671-Telephone 86551 (3 lines) (Member of TVS Group) 
Branches: Bangalore-Bombay-Calcutta-Coimbatore-Madurai 
Nellore-Salem-Secunderabad-Tiruchlrapalli-Tlrunelvell-Vellore 
Vijayawada. Sub-branches: Davangere-Trivandrum-Viokhapatnam 
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...' ■ wecnt***-. iwarSl . cob -. 
-TOtoaHww, with 
-dctitte -.a* «*•’ 
Mia$try t»ot 

iV„4» -ASiwi>r'4|JL fwur fober :mem-' 
jl tepargto portfolw; - 

: 'i : :'.|a^***wk. exchanges and capita) 

'■ -fo***;^ . ' ■ - .-:. . 

.#.’,■* {SlJ ,«sc»rdinftUon of porporate. 
j jtonrfatfoti with die working of LIC 
ihd financial. institutions; an^, 


'toMgeraW -matters, . y . ;■ ' . 

"i'toUfcbqj* should have jbint 
•fi$d'. ‘SawSml''. 'resjSqns&iRity for ' ail, 
pajicite add ifowr implemetrta'tipn. 
At leak, tw» member**' should be bon- 
official exports, but must 'work full- 
time on ai dme' or five year non- 
■ renewable contract to avoid conflict 
«d 'interest. - 

IThe'Board must enjoy a status 
similar to that oi the Reserve Bade, 
ie, it must have complete executive 
autonomy subject, to the power of 
'Government to issue .written direc¬ 
tives and to change the members 


■ donatory*to «*aal p6li<y. ■■*•>■'•■ ■'. ■'. 

* 5©*$ press reports indicate ffcat.: 
thq checking 6£ tax' evaactn ahd ex¬ 
change c«uuol vitiations rpaj also • 
be entrusted to this board. These V 
aw basically in the nature ofmoR* 
dhg-cum-punitive Functions and am 
‘best kept outside the purview djf the 
proposed board.' ' ' , 

Tbe lonr regiond directors, . flf 
company law.need not be retained* 
but the solicitors, accounts offiecte 
and prosecutors at the. regional eett- 
tres qan continue to advise and .as* . 
sist the Registrars: 


Dalai Street Seales New Peak 


,.' T| ALAL STREET looked some- The stock!* exchange community 
the end ’Of . the ^seefoe convinced that Shri' Krishna- 
previous weak But it was on the machari is -determined to put hew 
-mpve again after a brief pause and Tife into , the capital market and that 
it did not seem to encounter any , he will not bteitate to modify the 
difficulty in pushing its way into fiscal policy should that .be consi- 
new high ground. The strength in dered. necessary for putting the capi- 


shipping And sugar shares Was an tgl "market into .good shape. If lie 
Outstanding feature of last week's finance Minister can boost the in- 
trading. Shipping shares have been dustrial tempo, he will not perhaps* 
receiving increasing attention of late need to Bother , about the stock mat¬ 


in the 
dustry 


■ing belief that the ih- 
turned the cornet. The 


feet ., 1 For, tbe political uncertainty 
apart, the sharp Setback rn equity 


buying in sugar _ shares appeared 'prices from the 1962 high levels 
to have been inspired by the High -reflected in rip small' measure the 


Court’s ruling declaring Section 28 
of the Maharashtra Agricultural 
Hand (Ceiling on Holding) Act 


slackness in tile economy and the 
squeeze- on corporate profits and 
dividends. The corporate news is 


’klint vires of the Constitution and still of a mixed nature but the mir- 


hence void. • 

The market was at its best on 
Wednesday and kerb dealings late 
in the evening gave one the impres- 

»L.» si.' Lm„! nM' n 


k«t psychology has changed and the 
magic of fluctuations has already 
produced an impressive rise in 
equity prices. The major trend is 


'dOp that the market woa having'a no longer in doubt* The only qu«- 
i special session following the Reserve tiflfn is hoW it will progress week 
•R Rank of India’s announcement of " after'week. The market will have 
Its liberal and positive credit poli- to undergo technical adjustments 
-«y, • Beside* r a i sing the borrowing from lime to time whioh • could be 
mvfttoa pf the bank and reducing quite painful at times. When and 
iptir cost of. borrowing, though only how exactly technical adjustment 
marginally, the Reserve Bank has might come about is always diffi- 
potapletely removed the control on cult to predict. 


minimum margin at 40 par cent on 
- bftnk gtlrimbpa; against shares. The 
tih^ralisation .of* credit.is welcome 


Oilseeds ' j ' 

- Subdued Despite Incentives 


market’s reaction can- ’J’HE oilseeds market has contimi- 
baduB at s s cdas pfonely impulsive, ., jed to display « subdued Midbtt* 
to resp^t/of 4tdv*arr.; ay despite foertated incentives for. 
* «j^|«utM:' ; ;iiares'--u' -taken 'a* an ; ^orte of • writable oils in the* 
^ ed.-the FiftWiito. MtidstwritJ Iona of huger imports of cOpra,' 

tone ,up tiw-inuestmoU* palm-oil, c h e mical s .'and. zoaduneiT- 
tv* •*.' *v'!; ‘ t-,'v,. & y ’M not* .that'',the incentives have 

v*-*,v !’■ i.. y.w';,*' ,r ,• ' 1 . ■' '4 t 4 t • *« n 

K^y. ' ■ . •«•. * * .' -•* - ’ I . ’ 

■ = ' - i t.":. ,(-i - ■• » > . - < • 


tt vwaa. - .* 

. ;* .1, :u* r- 

vi ;',v.: IRn ss a q r w' lf^i ii l v'^ k 

fallen 'short <rf ii the/.jTtotket*4'\jA ; ,':’5,3; 
ral exp^Uiphs.;'Nor is ‘' it' • tii#t. 
revised* tocentiyee ate 
.have any'significant hearing ,<m'. 1 &.'’X? 
* x P°, rt prospect. The market 1|judt- >; ;t 3 
dued at ,p(csent 'm«ihly, b«(totti|t 4 .-;i'V.^ 
few prtHninffnt specula tors,, hqve foifI" 

, n P 'a. heavy “short” inte|resf"5n’ ;,, 
.groundnut; fcitoreg. -.mi 'the argmitAjt ?;.)} 
mat the scope for a riser - m the -' 

; January contract is, jf -lbe ■ ; f 

; ceiling of -Rs 236 is to he IteptviHp 
changed for die whole season. T!» *']$•> 
seasonal factor i« also against o rise-; 

■ for ■ the time"being*. prices^geneeat. 
ly tend to esse at the harvest ti«tti;,,' 2 -!‘l;il 
And the new crop too in fci&Bfltf . H 
to* be .larger - ;than in, the : pitodon { 
•oason. ' „*? 

: . - , 1 " . . . 

Groundnut January which bad '$ 
been up to Rs $19,62 on 21 st 0 ^ i ^ 
her. were- sold down- to Rs 
on _ -tb* 29th and ’SFedaesds^ji \ 
closijte was not much higher *t,R# 
214,87 (per 250."kgs); Speculative, 
interest centred on groundnut, 
ovty in .castor, linseed and cotton* .*t 
seed was very .poor and price mof*- ‘ * - 
m«nU were confined within nsiW 
limits. Castor Mardi moved bstv^qi* . ^ 
Rs : 166 and vR s lt64.7S,-.' liraptd . ^ 
March between Rs • 36.31 and & -•-* ?' 
35,94 (per 50.. kgs); and cpttonseed 
■January .between:- Rs .-9640- : 4m4, &■( ■% 
.96. Groundnut * future^ continue 4ft 1 
set the tune for the rest of tbo nsp* *;! 
'. feet. . ■■ ■- . ".-i ''-'-' 1 . > 

' '~Vg ■ * '{4 

■ E«port Prospects 

. The current bearish fihaee fo. 
groundnut might u®t last' long be- 




» • i " ". 

-*£*?& promising export/opt- 
lor groundnut extraction , «* 

yeell a* groundnut oil. Last week 
alone, exporters sold about 2,GQ0 
'tob* of groundnut to the UK and 
the Far East and chance* of very 
i&ft&ble business through the State 
Corporation in the near 
"fre rated high. Very good 
was reported in groundnut 
extractions. East Germany figured 
a* a prominent buyer and Japan 
also/took fair quantities. The latest 
UK quotations for groundnut ex¬ 
tractions were placed around £ 35-15 
par ton for November shipment, 
£ 35-15 for December, £ 3S-5 for 
January and £34-15 for Jan/Feb/ 
March. Export business in ground¬ 
nut oil has become a virtual mono¬ 
poly of four leading vanaspati and 
soap manufacturers and this trend 
is bound to persist so long as the 
incentive consists mainly of copra 
and palm oil imports. Few shippers 
can pope to compete with the pro¬ 
minent soap manufacturers because 
Of the influence they have on the 
Course of copra and palm oil prices 
tod on the premium that their im¬ 
port licences command. 

While business in linseed cake 
Continues to be restricted, the U K 
and thC Continent were reported to 
have purchased sizeable quantities of 
dedorticated cottonseed cake at 
£ 32*5 per ton, November-December- 
•JamtBTy shipment. Export houses 
did not mention any business in 
linseed' oil and fresh business in 
castor oil was also limited. The out¬ 
look for castor oil is considered to 
be quite promising though very 
lew shippers expect revival of U S 
buying. Next to Brazil, India is the 
largest producer of castor oil. The 
US which hod always been an im- 
portent buyer of Indian castor oil 
ma taken very little oil from India 
in the past two years or so. The 
hns of the U S market at a time 
athah the country is making a des¬ 
perate effort to earn foreign ex¬ 
change anyhow is a matter of seri- 
&& concern. That the fall in U S 
off-take has been virtually offset by 
increased buying by Communist 
countries is poor consolation. Hard¬ 
ly any worthwhile organised effort 
hds ’been made to exploit the ex¬ 
port potentialities of castor oil. And 
what is more, unlike other oilseeds, 
it is relatively easy to step up the 
production bf eastorseed. 
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Cotton 


Su bdued Tendency 
QCTOBER is coming to *n end 
but new crop arrivals are still 
restricted. The crop is not poor 
(judged by the normal performance 
of course, for production is still 
far short of the Plan target) but 
it is iate by about a month. Delay¬ 
ed arrivals have not caused any 
excitement in the market because of 
the satisfactory carryover from the 
previous season and reasonably large 
stocks with the mills. In October 
last, most varieties of cotton were 
quoted well above the ceiling be¬ 
cause of the record low carryover, 
but at present cotton prices are 
quoted about Rs 75 to Rs 125 per 
candy below the ceiling. Mills are 
still inclined to keep off the market 
in the hope of obtaining their sup¬ 
plies more cheaply when the crop 
movement gets into swing. And with 
buyers reserved, spot cotton prices 
have continued to show a subdued 
tendency. Excepting C02, cotton 
prices were further down by about 
Rs 10 to Rs 15 per candy last week. 
After a brief show of strength 
cotton futures suffered a further 
setback but staged a moderate rally 
near the week-end. Hie March con¬ 
tract which had recovered from Rs 
702.50 to Rs 707.25 declined to a 
new low of Rs 692.50 but was up 
again at Rs 699.25 at the week-end. 
The week-end recovery was due 
both to short covering based on 
technical considerations and renew¬ 
ed bull support following reports 
that India was unlikely to get ad¬ 
ditional U S cotton under P L 480 
during the current year. Sentiment 
near the week-end was also influen¬ 
ced by New Delhi’s reported deci¬ 
sion permitting cotton textile mills 
to expand their spindleage and 
loomage. Increased spindleage im¬ 
plies larger consumption of cotton. 

It is difficult .to say how the cotton 
market will behave in the near 
future. It is not merely that it is 
still not possible to assess the size 
of the crop. The Government’s pro¬ 
posal for creating a buffer stock 
has made the outlook very uncer¬ 
tain, It is surprising that the Gov¬ 
ernment should be thinking very 
seriously about building up g buf¬ 
fer stock when domestic supply has 
to be augmented with imports in 
order % meet the industry’* normal 





■ iaiport'.-'^i'ospecti 

and supply position at 

present, buying for the &uifcrgioehs' 
will only help to-boost ooitob prices 
which are already quoted aboye 
world parity. New DeBtEwfll 4* 
better to concentrate its a. 
how best to step up cotton produc¬ 
tion instead of toyingirith thViffe* 
of a buffer stock if it cammt ihakq 
arrangement for securing large-.aup- - 
plies of cotton from the US under 
P L 480. Export business in. Bengal 
Deshi is making very slow progress. 
The Japanese buyers seem to be in 
no great hurry to enter into large 
commitments. Total sales to-date 
are estimated around 65,000 bales. 


Khatan Makanji 

jQESPITE an increase, in sales from 
Rs 5.83.crores to Rs 6.49 crores, 
Khatau Makanji Spg and Wvg 
Co’s net profit for the year 
ended June 30, 1963, after pro¬ 
viding for depreciation at Rs 19.51 
lakhs, taxation at Rs 45.95 lakhs 
and Development rebate reserve at 
Rs 2.84 lakhs, amounted to only 
Rs 18.04 lakhs as against Rs 24.49 
lakhs in the previous year. The 
Directors have transferred Rs 11.25 
lakhs to General Reserve and Rs 7 
lakhs to a Special Reserve under the 
provisions of the SPT Act. The 
preference and ordinary dividend? 
amounting to Rs 1.56 lakhs' and 
Rs 9.58 lakhs respectively have been 
paid from the General Reserve and 
are the same as in the last year. 
But the rate of ordinary dividend is 
reduced from Rs 1$ to Rs 8 per 
share since the ordinary capital was 
doubled last year by the -issue of 
bonus shares. 

The Company has put into com¬ 
mission 3,064 additional spindles out 
of 13,241 for which it is licenoed. 
Ex-mill selling prices of yam for 
counts 40s and below have been 
enhanced from February 1963 while 
those for "higher counts have been 
reduced. The Director* fear a shor¬ 
tage in the supply of long-staple 
cottoq and hope that the authorities 
would make supplies availablefO 
those units which heed it for -'j&e 
manufacture of superfine fsbrife*- 
Tfiri Company It making’ wtfisfactofy 
progress in export*, v v 
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Bombay BurmaJr v 


Operations df Bombay Bur* 
,'mitfc Trading Corporation for 
,^ie>£^kSiary year eiuted May SI, 
1965 havi turned out to be highly 
- favourable. The gross trading 
. receipt® are up by Ks 14.80 iakhs 
« It# 592,79 lakhs. The dividends 
from subsidiaries are also higher 
by Re 7.31 lakhs at Rs 28.97 
lakhs. Sundry receipts also show 
an improvement from Rs 29,000 to 
lb 17\55, lakhs of which Rs 16.26 
lakhs have been realised from dis¬ 
posal of surplus assets and proper- 
* ties. ' Although income from boat¬ 
building, and repair work in Ran¬ 
goon declined, larger receipts from 
tea, coffee, manufactured godds and 
timber . and higher miscellaneous 
income enabled the company to 
make good the setback of the pre¬ 
vious year. Gross profits have 
risen . from Rs 142.59 lakhs to 
Rs 158.20 lakhs notwithstanding 
higher expenses on stores and spa¬ 
res, salaries and wages, transport, 
etc. Tax liability has gone up 
from Rs 49.50 lakhs to Rs 60.60 
lakhs, but Rs 13.30 lakhs, represen¬ 
ting tax on bonus issue, are met 
from the General Reserve and the 
balance of Rs 47.30 lakhs is charged 
to the year’s profit. Net profit has 
also improved from Rs 51.58 lakhs 
to RS 66.63 lakhs. Allocations 
include transfer to Genera] Reserve 
Rs 21.50 lakhs (Rs 16.10 lakhs) 
and contribution to National De¬ 
fence Fund of Rs 4.95 lakhs. As 
against Rs 44.14 lakhs last year, 
the total dividend distribution this 
year amounts to Rs 53.50 lakhs at 
Rs 5 per fully-paid share and Rs 4 
per - partly-paid share, (including 
Rs 8.56 lakhs as centenary dividend 
at 80 tiP per share.) 

The Directors state that the acti¬ 
vities of the Company’s Wallace 
Bay branch were adversely affected 
by bad weather which hampered 
forest working and impeded rafting 
and , shipping operations. Never¬ 
theless, production showed an in¬ 
crease and higher sales were re¬ 
corded. South Indian tea estate 
of the Company showed higher 
output and grosa revenue returns. 
•The- - .Namhsan 'Tea Factory in 
Burma, was closed on May 31 last 
vear and roost of the tea stocks have 
been sold. Boat building activities 


at the Rangoon Dockyard were 
also closed from the same time. 

. The progress of the Company’s 
Concrete products plant in Burma 
was disappointing in the earlier 
months but has shown improvement 
in the later months. The asbestos 
cement plant gave satisfactory re¬ 
sults, production and sales of asbes¬ 
tos cement expanding steadily. 
These two .ventures ha,ve increased 
the profitability of the Burma 
branch’s activities. ... 

Tanganyika’s tea production was 
substantially higher during the year 
though the estates are still being 
developed. Timber operations in 
North Borneo were affected by ad¬ 
verse weather -conditions. Thai 
Tapioca in which the Company has 
a holding interest has suffered losses, 
the production of starch having been 
affected considerably by the inade¬ 
quate supply of tapioca roots. Rub¬ 
ber production of the Company’s 
subsidiary at Java was lower and 
higher sales returns were offset by 
increased production costs. The 
Company’s new enterprise, Formica 
India, has made progress in 1t6 first 
stage of development, 

Mysore Spinning 

J^JYSORE Spg arid Mfg Co’s gross 
profit for the year ended Feb¬ 
ruary 28, 1963 has come down from 
Rs 12.50 lakhs to Rs' 9.09 lakhs and 
the net profit from Rs 4.32 lakhs to 
Rs 2.04 lakhs. The development 
rebate resetve has absorbed Rs 3.09 
lakhs as against Rs 1.12 lakhs in 
the previous year. On account of 
lower profit and higher provision 
for development rebate, the surplus 
has turned out to be inadequate for 
payment of dividend on equity 
shares. Preference dividend has. 
however, been recommended at 4J 
per cent. 

The Directors propose to issue 
bonus shares in the ratio of 1,:8 by 
capitalising the share premium ac¬ 
count balance (Rs 1.44 lakhs) and 
a portion of the General Reserve to 
the extent of Rs 5.99 lakhs (out of 
a total rCaerve of Rs 30.40 lakhs). 
The! Company’s object in making 
the bonus issuie is to bring the equity 
capital .of the Company which is 
now Rs 59 lakhs in line with the 


Bef idock which has eXceeded fts T 
more. '■ 

The Company’s revenues were hit 
considerably by several adverse 
factors such as dislocation in die 
operation of the processing and -fini¬ 
shing machinery and accumulatiptd 
of cloth in process. Sales dropped 
from Rs 1.95 crores to Rs 1,82 
crores. No provision for taxation 
has been made, there being no 
assessable income after setting off 
depreciation and development re¬ 
bate. The Company- is availing of 
a medium term loan of Rs 50 lakhs 
from the State Bank to meet a - part 
of the capital expenditure estimated 
at Rs 80 lakhs for expansion and 
modernisation of the Mills. . 

Hindustan Machine Toots 

YHE Third Plan described machine 
tools as a “field of high priq? 
rity”, but cautioned that “there aiie 
physical limitation^ to a bigger 
up of production (than that, envfr 
aged in the Plan) in this field aril* 
ing from the large demand for teefc; 
nical labour and the wide diversity 
in the categories of machine tool 
required”. These fears Metp', $ 
have been borne out since it is 
conceded by the Government that, 
the production of machine topi# fix 
the last year of the Plan would hS 
short of the target of Ra 30 crores 
by at least Rs 5 crores. 

Of the target of Rs 30 crores, tire 
share of the public sector was Rs 
16 crores and that of the "priV**# 
sector Rs 14 crores. Within the 
public sector, Hindustan Machine 
Tools’ share Wag Rs 10 crores and 
the rest was divided among Praga 
Tools (Rs 2 crores) and the heavy 
machine tool plants at Ranchi (Rfl 
3 crores) and Ambernath (Rs 1 
erore). The private sector's allot¬ 
ment of Rs 14 crores was divided 
among some 55 private producers; 
It is now expected that the Combined 
output of the private sector and 
public Sector, minus 'the HMT, Will 
not approach even 50 per cent of 
their target of Rs 20 crores. HMT, 
on the Other hand, will exceed its 
target of Rs 10 crores by 60 per 
cent, producing machfne tools worth 
Rs 16 crores In 1965-66. 

Obviously, this striking disparity 
between the performance of the HMT 
and the other producers .cannot he 
explained either in terms of the rela¬ 
tive efficiency Of the public ah? prF 
vate sectors, nor in terms of shortage 

m 
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' ■'&%$ *J TV,fault, tyip* 

Jkcimnt-h^r 
doubt: .is the; quality, of 
htynagement. 11 k record. of ihe 
38jj&* ha? -Kjore than entity .it to 

WUraithat the inaugitnpipp af-^fr 
giant at Pinjjore, in Pujjjgfg by 
Prime Minister, hat Week-‘is 
a.'haonnment to vision; caurkge and 


WfiiSjp |,, lsgB 

• Ip le jmf j « « ?/■- *.p itlH 

■ creased- by * abdut per pent -4 nn» etiawat 'year.. . v 


■' fts fr.31 ovraritot 
the profit rim - 

preciabtMj, takdtm^, .tyPffstfpvnfop* gg?ggSS i& : ■',; 
meat rebate, rwisrveA %. fcfimty 154- •- ftffgF*. H? 
per .cent from Tfe 52.69 fakfca, to Rs 
134.06 lakha. for <fep K - . 

ciation, taxation . and development F ceqt wytyct . 

rebate. reserve have abtorVd Rs ^Wawmfed 

*448 lakhs (Rs 35.75 tik^s), % • W *?*g*4 feW'rEMSk‘‘ 

10.48 lakhs (nil* and R*« Wsba. JP*Vf. ifift 

(nil) respectively. Even .after larger -T* nejct, aodawiL .-■IS*'. 

provisions, Jhe net profit has risen ■ •; •' : ■ -'.Jv/v/ 

by 127 per. cent from -Rs 16.$* lakhs 'O rtMftf ' *OT*r |flWpi : ;»:Vj_ ' 

to Rs 3848 lakhs. Out <rf the avail: ARjpjfAL WCdl* attfek V ’ * 
able surplus of Rs ,38.53 lakhs, Rs V ^v. «**TT*^S 


?**/(■<# ... 




‘v.The HMT now has five machine 
'■'*■ ft»«] factories in coiimfhbon .or 
» ., tinder , construction, .each with * 

I’fv capacity R® 5 crpres’per annum, 
;;;"' 'ftarinoe watch factory,'with, a cape- 
■ ^ , tity of Rs 3 crores; The two ma- 
’* '. chhe tool factories, -at Bangalore, 
fcj'fvp how in Ml production and the* 
f? ' Pinjpsp. fattory is /tfic third. The 
7 ' Moth plant at KaJamassery, in 
J , Kerala, is scheduled to go into pro- 
> ’ duction by the end of 1 1^64 and 

1 .. 'tyty fifth at Sanaiaagalr, in* Andhra, 

‘ Ifififi. ' This, rat* of e^pan- , 

WfOp. of one new plant every year is 
.emecied to he maintained in the 
r;,' v "Vfhaii;' five, new, unity 

i; f will’p>: into production,, one in each 

S rof, the Plan. - By 1970-71 the 
LT.'will have a total capacity, of 
,!;• Ra 50 crores and will meet about 
:f\ 50 per cent of the total .demand for 

O'i ‘machine, tools., ■ 

far:; *, ^ ■... ■•,... . ...■«.' 

^ \t::"/ ‘ Baroda Eayep ' 1 , .*. _ 

. RfiROHA Rayon Corporation's 
$ : '\W ’,‘Wfofi' ^tyant -tyt -Udhna % pow 
! SStUtyd to be working smoothly. with 
5;,; a.;produfctivp capacity of 8 tour a 
'i ..-.hundred denier , basis 

7. tqpuwt'jfn installed, capacity of, 6J 
7 tew phe Company, has permission 
14-eetl SO per cent of its -output in 
•/•i 'Ihji open. ' market and '..there ty too 
, ptit0 acmtaol * ,«wer »ta - 50 and ’’60 
- .dhnlers .‘production. Fdrthel-. f the' 
plans^to install 8<«ddK 

^|r«iBi*r.|0’*at(ihi ■te.indrwe’ ■ 
liV w ite-capiK^y Ity If *tyty •Per-day ’ 
.l , 'V , fi#^-,a^:hpnd*'a4 denier ha*ty ...These , 
V'y/.jNpdrtt'hava revived activity in fhe 
■. Company’s, shares which have now 
' moved up fratyf a discount to a pre- 
}?“, hSum..* Meantime, the tyuesttyn nf ' 
• 4 ! rayon prtyes is pending Jgidii the 1 
I . Tariff Qtyranias^on. Rurthet ehttyai- 1 
& ■ ’Sam' ip ’ these shares':.' -would .« now 

s* %«ely depatfi on .the prospects* : 

;>V' 


ciation, taxation . and development 
rebate. reserve have abtorbsc! Rs 
*4/18 lakhs (Rs 35.75 lakfis), Rs 
10.48 lakhs (nill and Rs 41 lakhs 


-,(ty 1ir l vL .JrvT to comply wctMrrfitsplw ; 

by Marched undertheau^M' 

^ ^'r ty its foreign colWboratbrafihb; Ik 

^ 1!^ ’ t n<J fc the «WW in the CompapyV ^Cond 

Dividend Res«^ the Directors Annuai for tfiTyhar Snfed 

have recommended the pqm-of a M 5 , 1 ^ 3 . The ,0»U«w state ' 
preWce drv^d of Rs 4.28 laths ^ ^ report th . t ] ioenoM fer ^ 

y~ " 9 Alilimpbrt pf plant' and mariRtpetyr of, 

dtmffetad pf Rs m^akhs.at Re the >alue of Rs 91 lakhs haW^ 

rfcoei >ed and further licpnojs Rty 

amnn^tld fn R K ^ of T * w materials have 

amounted to Rs J6.6S lakhs at 65 ^ J' The Comb5r wi!l ... 

nP per share, , * ' \ - avail bf a loan of R„ 85 hd^'frem 

'•»■■'- . . ’ |FC and further credit faeilitieir fdr 

, ;* West Coast Paper working capital from its bankers. 

Y^EST Coast Paper Mills has The Accounts for the yeaf show 
stepped up (he equity dividend a io«e of R s 19,212 after. ttahsfty ; : 
from Rs 8 to Ra U per shire for ring Rs 5110 lakhs to Expendhure 
the year ended Jtuie 30, 1963, the during Construction jAcppiiity .Tjbfr • 


during Construction Account, Tf» 
grpsS profit® having risen from Rs total loss as at the end of the yoar 
92.27 lakhs to Rs 14)9*87 lakhs and amounts to Rs 32,185. s ^ - 1 . 

the net profit froim. Rs 28J6 lakhs . . . ' 

to Rs 39.74 lakhs, the Company has ; * Hindustan I/pysr . • 

provided Rs 10 lakhs for taxation , 

against nil last year, A part of the D ire ctors of Hindustan ^tKver 

profits will be exempt from taxes, hav^_ announced the,r decision to 

The eguity dividend will absorb Rs W * n mKxT ] m dlvl ^ d fi* r96 i, at 
16.50 lakhs (Rs' 12 bkhs) and pre- ^ " p Iff Awe subject tv 1 tai The 
ference dividend Rs 7.02 lakhs. Pro- ftwhuid u payable bn November 
duction was also higher at 27.252 12^ to -those shareholders whose 

metric tonnes compared With 25,771 ^es stand m the Register ott Nov- 
teetric "tonne* ip the previous year. ^^. On this basja, even WJ(b 


av»wv> luiuto Vr w iwasuK/ huu p»v 4, . *. , 4 ' • _ , uc 

fereace dividend Rs 7.02 lakhs. Pro- dmdend u payable bn November 
duction was also higher at 27.252 ^tp -those shareholders whose 
metric tonnes compared With 25,771 «« n £ m ‘ ho Register op Nov- 

teetric"tonne* ip tiiC previous year. bkOf^evett mth 

tV Director state that the outlook , 5PT ‘tyideUce, tV Compawr ,s 

for the current year is encouraging. v I y J?/JfP*® 1 la , st W 8 
', w ns 1/20 'per saiate, * ■ • ■■•rr, 

. *«*» Being*** MoMy .S ' 

THE turnover of American Refrige , . ,^1/, 

* j.. «>teri f#r*Alty ,pa«r ri h d feff Aptf , -' ^ .ffortwfoy, fflarnang- 

•|(0,1'lStfiS.'.durifot come up’ te famect- THE.'' httt.JjisMk • call . 
atioas and Was- lower aV Rs" 85.31 . which remained unebanxrij at 


M*hi . 
As :tV, 

il'iiiflcJP 
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J?itl»dfcmaad for furids a*.w It 


First, call money advances of sche¬ 
duled- banks , haves declined from a 
, peak f«V*l of Rs 61 crores on Octo- 
. feer-4 to Ss. 57 crores on October 
Sflj wind l£ie tendency |twy have 
persisted vieti later ■ since funds of 
‘ echedukdj banks were no .higher on 
' balance -on October IS than in pre¬ 
vious weeks. Aggregate deposits as 
' pn Octdber 18 had gone up by only 
Rs 1.77 crores over the previous 
. week but bank credit, oft the other 
hind, had expanded by 8s 435' 
' «rftr«j. Again,' while' the scheduled 
banks bad . withdrawn Rs 11.96 ero- 
. ‘ran' from their balances with the 
, 'Reserve Bank, they had augmented 
“their investments in securities by Rs 
10.64 crores. ‘ Thu? their net resour¬ 
cesposition -wds not more liquid so 
. as to swell the supply of funds in 
the call loan market. , 

Second, the scheduled banks have 
diverted their surplus lujnds towards 
advances and investments in securi¬ 
ties which, as. noted above, have 
moved up by,more than the inflow^ 
©I funds. TThe diversion of funds 
. jfl also reflected in the larger sales 
of intermediate treasury hilts amo¬ 
unting to Rs 6.59 crores during 
October 23 to 26, compared with. 
•Rs 3.81 ■ crores in the previous 
period And in the slight fall in the 
discount rate from 2.320 to 2.318 
per cent, on treasury bill tenders 
during this’week. 4 

Third, the Calcutta ball loan mar¬ 
ket which -was, active at a higher. 


and<Wj|jpahtoFbing ufnds from 
i ^t^as .dosed for the lattff 
part of last week, and has been very 
depressed during the current ’ week, 

’ the, call money rate going to cheap 
as } per cent. , 

Will the demand for ' short-term. 
money, pick up and the interest rate 
move up ? Hardly likely, in the near 
future. It is to be cqneeded that 
bank credit which was at its "lowest 
at. Rs 145Q crores on September 20, 
is expanding every week and by 
October 18, £ad gone <up by Rs 20.50 
crores, although aggregate deposits 
had improved during die period Only 
by about Rs 86 crores. Bdt at the. 
same time, further demand for cre¬ 
dit is yet to pick up, the crop move¬ 
ments having just commenced. It 
will be some weeks before the tempo 
of demand catches up and makes its 
influence felt an the money market. 
Further, the Reserve' Bank has* 
on the 'eve, of the current busy 
season announced - a liberalisation 
of credit policy with a view to 
enable the banks to borrow more 
funds at lower overall cost. This 
will doubtless add to the loanable 
resources of the banks which are 
already fairly comfortably off with 
larger deposits and larger return 
flow of funds. In the circumstances, 
it would appear that the call loan 
market will he reasonably free from 
pressures and will be inclined to 
rule easy. 

The Reserve Bank’s Statement for 
the week ended October 25, also re- 



futon. 

«t the scheduled, banks. Scheduled 
the Reserve 
Bank have gone up by Rs 3638 cfo* 
res during the week accounting for ", 
mast of the rise in the total deposits 
.of the Bank by Rs 37.59 crores and ;"4 
their borrowings from the Reserve 
.Bank are down, though, marginally, ,, 
by Rs.36 lakhs. "• ■ 

There is a contractio n in Nofcs '{ 
Circulation by Re 9.95 'crores* 
agajnst ap increase of Re 4.25 mo* '! 
res in the previous weak: Notes in , 
the Banking Department have aw /v V 
come down by Rs 4.81 crorwwiflr 
the result that the total Note lestto 
has contracted by Rs 14 j 77 crons. 

As a sequel, rupee securities iu- k tj>e, 
Issue Department have been .with¬ 
drawn to the extent of Rs 16'tflrortb. ■! 
Deposits of Central and' State *G6v- . , 
enjments have increased . by. >A ; m** v , 
amount of..Rs 2,86 crores while i 
their borrowings stand icdtieeid by • : ,f'] 
Rs 19.83 crores. The reduetldp in V 
active notes, increase in deposits, of ,j 
scheduled banks ^md fall in advan¬ 
ces to Governments, etc, havefonad 
reflection in * rise -of Rs 67,34- cdo- * * 
fee in the Bank’s investments/For* 
eign Balances have improved, by Rs 1 ; 
I-.94 cfores. • 

The securities market Sad k tjuftst V 
week with a restricted turtiover. The , 

3 per cent donvertiwn loan, hid set- 
lers throughout.. Gold Bonds bonti- 
nued in enquiry. Longdated Joans ,f ; - 
have twmained practically, unchap-t r 
ged. Short-dateds had . huyeto 'h* >• 

quoted ,’or .slightly better rates. . j. ,-4 
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the problem 

Development and Defence go together „ 

The more you produce in farms and 
factories the more you add .to the 
strength of the country. , ' 

WORK RES^LUTEIY FOR STRONGER DEFENCE . I 
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BANKING BETUBNS 


index number wholesale prices 


g’;),, 1 ,.'■ , (Rs erorei) 

•J X ,!/****** BMk Oct 25 Oot 18 Sep 27 Dot 44 


l 

Note circulation 

2251.38 

228133 

2192.31 

204922 

. * 

Rupee coin 

120.66 

130,42 

125.36 

12222 

a 

Deposits 



X 



(a) Central Govt 

47.97 

48.90 

64.30 

51,01 


tb) Other Govts 

14.80 

11.01 

6.08 

9.85 


(e) Banks 

120.57 

S&89 

87.94 

80.70 


(d) Others 

161,13 

183.06 

159.43 

101.05 

4 

Foreign securities 

92.40 

92.46 

89.40 

88.08 

8 

Balance abroad 

9.94 

8.00 

7.62 

4.49 

« 

Rupee securities 

1939.31 

1954.31 

1092,31 

173829 

7 

Investments 

230.79 

173,00 

195.71 

14325 

6 

Loans and advances 





to Govts 

63.48 

83.31 

60.58 

43.59 

9 

Other loans and 

advances 

138.79 

140.68 

142.45 

153,69 

Scheduled Banks 

O0t 18 

Oct 11 

Sep 20 

Oct 19 





’02 

1 

Aggregate 

Deposits (net) 

2216.07 

2214.31 

2208,21 

2060.16 


Demand (net) 

962.80 

963.78 

966.48 

814.18 


Time (net) 

1203127 

1260.52 

1241.73 

1240.01 

2 

Cash in hand 

06.98 

57.93 

51.19 

62.30 

3 

Balance with 
Reserve Bank 

75.20 

87.16 

83.92 

85.73 

4 

<2) + (8) as % 

Of (1) 

5.90 

8.55 

8.12 

6.70 

8 

Borrowings from 
Reserve Bank 

1.94 

1.93 

1.59 

1.53 


(a) Against usance 





bills and/or pro- 





mlssory notes 

— 

— 

— 

0.90 


(b) Others 

1.94 

1.93 

1.69 

0.63 

9 

Advances 

1246.51 

1240.81 

1233.96 

1168.65 


(a) State Bank 

238.60 

235.44 

236.41 

251.66 


(b) Others 

1009.91 

1005.37 

1997.55 

916.99 

7 

Bills discounted 
(a) Inland 

173.10 

174.05 

164.45 

156.75 


(b) Foreign 

56.39 

55,70 

52.25 

49.32 


(C) Total 

229.49 

230.35 

216,70 

206.07 


(1) State Bank 14.85 

15.55 

15.18 

12.81 


( 11 ) Others 

214114 

214.80 

200.62 

193.26 

8 

( 0 }+( 7 ) as % 

Of (1) 

06.80 

60.44 

05.69 

66.73 

9 

Investment hi 

Govt securities 

789.09 

768.45 

772.65 

696.83 

10 

(9) as % or (1) 

34.71 

34.26 

34.99 

33.82 


Bombay Money Bates 


(Per cent per annum) 


Call money 

Oct 18 

Oct 11 

Sep 20 

Oot 19 

’02 

from Banks 

2.60 

3.29 

923 

3.05 

Deposits 

Seven days 
Three mo nths 

8.00 

3.00 

3.00 

.. -,rs • ■« 

320 

Six months 

3.75 

3.73 

*78 

: iii 


]Ba 


(Bait t 1952-53 « 100) 

Group and Sub-GroUp WEEK JDNDDrG 


Food Articles 

14.9.68 

1402 

79.68 

1892 

1TM8 

1*7,4 

152.82 

MOB 

Cereals 

1172 

110,5 

U&9 

100.4 

Pulses 

110.9 

109.0 

107,4 

110.7 

Fruits & Vegetables 

134.3 

144,1 

141.6 


Milk & Ghee 

1252 

1272 

lift 

Edible Oils 

154.6 

154.0 

161.8 

1081 

Fish, Eggs & Meat 

1581 

153.7 

160.8 

167.9 

Sugar A Gur 

Others 

220.9 

182.1 

2102 

181.8 

201.0 

188.5 

Liquor A Tobacco 

110.8 

118.8 

110.6 

992 

Tobacco 

1152 

115.3 

110.7 

962 

Fuel, Power, Light A 
Lubricants 

187.0 

187.0 

187.0 

124.2 

Industrial Raw 
Materials 

142.2 

142.8 

188.4 

18M 

Fibres 

1332 

134.1 

132.2 

120.7 

Oilseeds 

101.8 

101.4 

153.2 

158.9 

Minerals 

91.6 

91.6 

93.4 

93.4 

Others 

125.0 

125.0 

125.0 

124.2 

Manufactures 

181.8 

181.2 

181.0 

1*9.7 

Intermediate Products 

140.0 

140.0 

188.0 

143,0 

Finished Product* 

129.0 

129.8 

129.7 

1275 

Textiles 

128.1 

128,0 

128.1 

126.5 

Cotton 

135.8 

136.4 

135.1 

129.4 

Jute 

100.8 

101.3 

102.5 

114.9 

Woollen 

156.6 

150.6 

156.0 

141.3 

811k A Rayon 

140.5 

141.1 

140.7 

133.4 

Metal Products 

163.7 

183.7 

103.7 

161.0 

Chemicals 

117.2 

117,4 

117.4 

116.2 

Oil Cakes 

166.3 

163.5 

160.7 

163.2 

Machinery & Transport 
Equipment 123.9 

123.9 

123.9 

117.4 

Others 

128.8 

128.0 

128.0 

125.3 

All Commodities 

137.8 

187.2 

185.3 

181.0 


JUTE 


Production, Stock* and Despatches of Gunnies 


('000 Metric Tons) 



June ’63 

July '62- 
May ’63 June ’63 

July’61- 
June ’62 

Production 

Hessian 

41.5 

43.7 

514.9 

414.3 

Sacking 

40.0 

42.4 

531.8 

508.5 

Others 

18.8 

18.8 

T71.5 

146.2 

Total 

100.3 

104.9 

1218 .2 

1069.0 

Equivalent consumption 

in lakh bale* 5.68 

6.06 

69.55 

60.41 

Stocks 

Hessian 

32.3 

32.4 


— 

Sacking 

47.3 

45.7 

— 

_ 

Others 

16.6 

18.0 

- - 

r, - - 

Total 

96.2 

96.1 

— 

— 

Despatches * 

Hcwian 

41.8 

40.9 

511.5 

419.8 

Sacking 

37.9 

42.0 

519.2 

505.9 

Others 

19.3 

17.0 

164.5 

133.7 

Total 

99.0 

99.9 

1195.2 

1059.4 


IJMA Purchases of Raw Jute 

('000 Bales) 

From India 1,95 3,48 67,71 73,93 

From Pakistan 30 8 2,36 3,49 

* Includes despatches for exports and interna} connzmptian- 
Souree t Indian lute Mills Association, Calcutta, 


1 ,K 




Revenue-Earning Traffic 
Coal and coke for public 
Grains and pulse* 
Oilseeds 
Raw cotton 
Cotton manufactured 
Raw Jute 
Jute manufactured 
Sugar 
Sugarcane 
Cement 
Iron and steel 


Pig iron 
Others 
’ Taa 

Metallic ore* 

4 Manganeee ore 
lion ore 
Other* 

( limestone and dolomite 
h Miscellaneous full wagon* 
i. Mi«ellaneous*mall* 
KNaSevenm Traffic 
Coal for home line 
Cool for other Govt, railways and 

r&pkb 



639.0 

176.1 

23.5 

9.2 

4.5 
25.8 

2.5 

50.4 
11.7 

78.5 


735.7 

4-15,1 

111.1 

i»js 

206.6 

4-17.3 

159.0 

170.3 

24.8 

4- 5.32 

25.0 

26.7 

9.0 

- 2.63 

8.5 

74 

3.9 

—13.7 

1.1 

1.3 

16.9 

—34.6 

26.4 

m 

2.9 

" 4-16.2 

2.5 

l£ 

86.4 

- 6.57 

34.2 

83.1 

0.2 

—98.7 

72.0 

1.8 

90-2 

4-16.3 

73.6 

72.2 


4-16.6 
4- 7-tl 
4- 6.68 

+R.i 

—33J . 
—27.3 
- 3.14 
—97.5 
•s i.ii 


16.6 

21.7 

137.5 

167.0 

4.3 

*5 

26.0 

19.8 

239.4 

286.7 

11.8 

12.8 

110.6 

106.8 

674.0 

754.1 

138.3 

, 134.6 

118.3 

1288 

206.8 

2216 

82.8 

107.3 

2 * 67.6 

3084.0 


4-30.6 

3.4 

4-21.4 

29.7 

4- 3.62 

7.4 

—234 

6.4 

4-19.6 

28.3 

4- 8.55 

10.3 

- 3.37 

32.3 

4-11.9 

524.3 

— 2*62 

1114 

4- 8.67 

113.3 

4-7.12 

9.6 

4-29 j • 

628 

+114 •. 

1458.8 


2.3 

-31.7 

29.1 

- 1.89 

69 

- 7JB 3 

4.4 

-31.3 

28.5 

8.9 

4- 0^9 
-151 

29.3 

— 9,30 

372.6 

+ 9.22 

1108 

- 5.98 

113.9 

' - 1.21 

163 

4-72.0 

91.0 

4-94.9 

147&5 

4-U1 
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Effective 


*J*HE naid-term appraisal of the Hiird Plan by the National penftqx 

ment Council represents tile consensus of opinion and the largest 
measure of agreement among the States and the Centre. That the 
National Development Council, like the Planning Commission, fa a 
non-statutory or extra-constitutional body does not detract from its 
importance or significance. This makes it all the -more revealing and 
unpardonable that this august body should meet and decide upon Mutes 
which concern the whole of India on the, basis of information which 
is not available to the public. How can its deliberations in these rfr- 
cumstance* command the attention and respect that they undoubtedly ' 
deserve ? 

Thousrh the Planning Commission’s mid.term appraisal has' not 
seen the light of day yet, it is no secret that the Third Plan made * 
poor beginning and appears to have slumpfed, instead <rf gaining in 
momentum, since. This impression may be superficial being bjwwd on 
the figures of agricultural production and the latest estimate of the 
national income in the aecoild year of the Plan. In both the first and 
tiie second year, agricultural production ha# beet* poor: it may or may 
not indicate stagnation and may be only the result Of hod monsoons. 
This has happened in the past —a vear of bad crap* as 1957-58 
pushed down the national income index from J27.2 to 125.9. Tt ft 
not that bad in 1962-63 for which year the provisional national income 
estimate shows a decline of 2.1 oer cent in the acrricuHural sector, offset 
by some improvement in the industrial sector and in some other sectors. 
But the resulting 2 per cent increase in national Income in the second 
year following an increase of onlv 2.5 per cent in the first vear dees 
not nromi«e the substantial rate of growth which hag been held out for 
the Third Plan. The situation will aopear to be one of standstill which 
is very different from the dynamic development Which the Plan w 
intended to achieve. ' . • - ? 

Is it that tiie Plan is badly conceived and that tbe Planning Com¬ 
mission does not do its iob properly o r is it tbp administration that 
5 ** »ult- the implementation of the Plan b*mg its responsibility ? Or 
is it that the States are not pulling their weight and ate dragfrinsr down ' 
the Centre with them? There is a general atmosphere of doubt anti 
distrust "and those who decry planning in any case and dp not believe 
in it are having a field dnv. Them have been some recent develop¬ 
ments which mav suo-gest that the Government is nerhans unwitting* , 
pjavinv into the hands of these detraetors of planning who are out th' 
discredit the very idea of planning and undermine it. An overtop 
the PlBonine Commission is certainly necessary but its pnrpoee 
ously should be to strengthen the Commission, revitalise it apj&j 
it more effective a'nd not to plAy down its role or undermine its oil 
mss. Slimming is not necessarily enervating but it might well najw<» 
fa the process what is lopped off is not adipose but the'vital 

-The Platfofag Commission is certainly no executive 
Wwv It te not enough for it merely, to lay.down the j ’ 

<fat tnelr inter-relations, ft must also vigilantly watefe j> 
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be argued that eoordina- pull whfain Jtbe <k>renfancnt. 
ritwlh a function of the. Cabinet and 
this is a function which the Cabinet . 

. canal# possibly surrender to an oat* 
aide agency. But it could certainly 
. profitably be guided by an. expert ' 
body about the lines on which co*' ^u r -'ZT t T^L W ^“ 

ordination will produce the optimum the F ““ M ^ the P,M - 

rasulis. That as things have deve- 
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This it suggested by the 'appoint¬ 
ment of the Planning Minister as 
the Minister ht charge of econo¬ 
mic coordination, which has boeh 
made a separate department wifhin 
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loped we do not have a Cabinet 
Government which coordinates 
makes this particular ftmetton ' of 
the Planning Commission even mom 
important. These are matters, how¬ 
ever, which require very . careful 
Consideration at the highest expert 
level. And yet from the way things 
»re developing, an outsider gets the 
Strong impression that these probl- 


□ing Minister acts as a- liaison bet¬ 
ween the Planning Commission and 
the Cabinet, it' is through him that 
the coordination . recommended by 
the Planning Commission ' should 
find its most effective outlet. It fol- • 
lows that be should be a member 
of the Cabinet: How can he perform 
that function, if he is ter- be attached 
to the Finance Ministry, or any other 
Ministry for that matter ? 


|. bSssi,'' I 

jbe'’Ktai»,Tt will ie ibreed toVawi ‘ 
in the course &f the mid-tettn^ppyai*' 
sal, but each a . durcussioBi at tlw . 
level of; wide generalities beyond 
which this body cannot or doefnot 
go will not take that country very 
far. Nor wbuSd any discussion 4 
the income policy which is likely to 
crop up against tfie background', of 
the Jaipur session, -The solution to 
■ these., problem*, if they are to V '* 
at all solved^ have to he integrated 
into the plan which pnly adds fresh 
emphasis to the need of widening . 
the plan and .strengthening the 
Planning Commission in order' to 
make both more effective: ‘ 


Vietnam and the Generals 


THERE can be few among Viet- there remained only puppet* > (for 
. namV twelve million souls who example, the Social Democratic and 
can mourn the passing of Persona- Socialist Parties). The press 'was 
lam, President Ngo Dinh Diem’s entirely subordinateto the Govern- 


Vietnamese version of Christian 
democracy. Six days after the 
Independence celebrations, five days 
After the suicide of another Bud- 
hist, Diem arid his brother axe dead, 
«nd after mine years stability South 
Vietnam sets out once again on the 


ijv 


' 

Z^'ij 
{fW \ 

W, 1 | .^ t _ 

pilgrimage for political justice, 

'Those nine years’ stability has 
' seen-many changes. Between 1954 
, And 19S9 the warring sect* were 
subdued, and some economic ex¬ 
pansion undertaken. To the increase 
»i rice output, a Five Year Plan in 
1957 added some industry, both sub- 
& ; etautiaUv supported bv American 

- , aid (running at $800.8 million in 

,1962! more than half of which was 
;W■ military). Financial reforms last 

- ' year heralded a Second Five Year 
&&,”ftsar./ which' aimed, • despite• the 
fcf Roods and depressed world rubber 

''prices, to achieve Vietnamese self- 
fe: sufficiency in a range of commodi- 
by 1966. The, overall economic 
jjj^v <*dyanee was real, even if less than ; 
^ '‘<sl«itnfed and-marred by corruption 
Wnd inefficiency. 

,«r . , t , , ■ 

cost of thj* 'orderly develop-' 
Rj&t’fhp? i» , Well -known'. from .1954! 

Diem set.out to eliminate all rivals 
' s' including Emperef Bao-Dai), until - 


ment, and any dissidents joined the 
internees of the Apolitical re-educa¬ 
tion centres* (currently' estimated 
at 200,000). Based on a hierarchy 
of party and civil service, Diem 
depended directly oh his two bro¬ 
thers: Can, who controlled the Cen¬ 
tral Delta area, and ■ Nhu who ' ran 
the South and Centred Highlands. 
In later days, Nhu’s influence in¬ 
creased to the point where he in 
fact directed his aging brother’s 
regime. The only real opposition 
left was the Vietnam Labour Party, 
consisting mainly of Communist 
guerillas who found strong support 
in the rice-gTOwirig Delta area, 1 and 
•succeeded in killing on average 
one Government official per day. The 
regime necessarily /generated pri¬ 
vate opposition around the demands 
fdr more democracy and faster 
development, a fair deal for the 
South a"nd the fiudhists and leas de¬ 
pendence on America. Bat the . only 
public expression of this discon- 
, tent came from the extremist Bud- 
hist sects through their injunction 
to devoted militants to oommk sui- 
ode. * '■. : ' 

’ . ” ' » ► , ,4 r ' 

• It -ht-mote llbsk;.lhat, the suicides 
demonstrated to the general* the 

rather 
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than touched their religious hearts. 
— since all had secure positions 
under Diem, and the religious issue 
was, for Diem, entirely subordinate 
to the question of loyalty. The 
Army’s fear of domestic revolt could 
only be increased by American pres¬ 
sure on Diem to liberalise ‘ his 
regime, culminating in the ending' 
of US civil aid by October. The 
immediate pretext however was 
probably the September talks bet¬ 
ween North Vietnam’s Ho Chi Mjirfj 
and Ngo Dinh Nhu. North Vietnam, 
facing a terrible harvest, needs to 
relieve its dependence on China and 
Upd an outlet for its industrial 
goods — as well as find emergency 
food supplies. Diem, under pressure 
ffotn the US, and nfieding to reli¬ 
eve his dependence on Washington, 
needs also'to. find markets for fife 
agricultural output. Hanoi’s initi¬ 
ative perhaps found a not unrecep- 
tjve ear in Saigon — despite the 
feet that the continuation of the 
War in the South is needed to keep 
Dirin stable. For the Army, however; 
any reolpoUtik manoeuvre to make 
the South neutral would sever the 
umbilical chord of Its military power , 
I— the ling to Washington, and 
leave the country at the mercy.of 
its dictator* . - ■ 

TV hew Revolutionaiy Military 
Command is said to he . otonrfiwted 
■by a triumvirate ; ; of, Ganejafe.' The • 
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' ' wv'mu^n 

**P &&*/«* Pforident. 
>f$e Generals are said to disagree on 
;tWs way forward, 'and the vagrant* 
-rife. drear present ' -progpOnme 'lends 
(BJppoh to 'fee thesis — certainly, 
,i they hove not- removed' martial la* 

• or censorship, nbr set up a civilian 

* government and abolished the Pra- 
. tidesvey, as they earlier promised 

(General Duong has become provi¬ 
sional Head of State). 1 They will, 
they say, return to civilian' govern¬ 
ment ’when the situation permits!, 
and. more Ominously, while they do 
not favour military dictatorship, th^ 


sfedrtivo power has • briem eonpettl- 
tsifed in their Braids, 

■ One of the key centres loyal to 
Diem, the Navy, ha* -been ao far 
controlled, but rumour* suggest that 
friction between the generals has 
been increasing, - and that die 
younger officers are Very- critical 
both of this disunity and the mono* 
poiisation of power by the- generals 
Again, the new regime “it dominated 
by Southerners and' Bodhiats which 
aright increase friction with the. 
Catholics and .the Centre. Who will 


?: 3#V 

wpowtaF is-not dear at* present 
evidence, hut the prospect* are ofa 
[regime that may'possibly be., not 
mtuh different from its predecessor. 

. The' persistent coincidence of 
military coups with extensive Ame¬ 
rican aid is riot entirely fortuitous 
— the Beet intentions of American 
liberalism continually crumble on 
the stubborn politics of poverty.. In 
the ‘deferoe of the Free World’, 
Washington has no option but to 
accept regimes that contradict it* 
rationale. The General becomes 
•the symbol of democracy. 



Notes 
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Financing Public Sector 

JT is now conceded that surplus^ 
from public sector undertakings 
are likely to fall short of Third Plan, 
expectations'. The Plan had taken 
credit for Rs 300 crotes from this 
Source over the five years. This 
amount included not merely the net 
profits of these undertakings, but 
also appropriations to their various 
reserves pn the assumption that 
these funds would be used for their 
expansion. In 1960-61, the last 
year of the Second Plan, surpluses 
of public sector undertakings amo¬ 
unted to Its 21 crores. The figure 
for even the first year of the Third 
Plan is not yet available. - but in- 
formatfofi about some selected pub¬ 
lic sector undertakings for 1961-62 
has been published in the October 
issue of the Reserve Bank of India’s 
Bulletin. The data relate only to 
Government companies, excluding 
autonomous corporations set up 
under Central or State statutes and 
Central and State Government 
departmental undertakings. 

At the end pf March 1962, in all 
154 Government companies were 
* registered under the Companies Act. 
Qf these, the RBI study excludes 
9 financial arid investment compa¬ 
nies, 22 promotional/developmental 
organisations (like the National 
/Small Industries Corporation) as 
well as 34 companies Which started 
Working after 1959-60. Of the re¬ 
maining ^ companies, 26 have been 
omitted because their accounts were 
, #Wf,"'aitallahtlp grid /another 12 be¬ 
cause- they were riot ^operaing” 


companies. (A company was con* 
sidered to be operating - if it* ae- 
•counts"‘■included a pront and loss 
account and the entire expenditure, 
was not charged to capital account). 
This reduced the ’ field to just 46 
and evap out of these Hindustan 
Steel has been omitted because it 
was' felt that because of its gigantic 
sire its inclusion would vitiate the 
study, of the other companies. 

Sinus the study relates to a rela¬ 
tively, small segment of the public 
sector, it cannot obviously- yield any 
figures which can be set against the 
Plan target of surplus front public 
sector undertakings. Vet it may be 
instructive to find out the sou rets of 
finance of these companies with a 
view to highlighting the importance 
of internal resources and to compare 
the position in 1961-62 with that in 
earlier yean. A very rough compa¬ 
rison may also be made with non- 
Governroeut companies, 

For the 45 Government. compa¬ 
nies studied, external sources pro¬ 
vided 77 per cent of total funds ih 
19604)1 and 58 per cent in 1961-62, 
indicating an increase in , the rela¬ 
tive importance of internal finan¬ 
cing. - internal resources increased 
from 23 per oent in 1960-61 to 42 
per cent in 1961*62, Data for pre¬ 
vious years are not given but an 
earlier R B I study of 50, Govern¬ 
ment companies ( Bulletin, January 
. 1962) showed that in 1959-60 ex¬ 
ternal resources constituted no 
lees than 93 per cent of the total 
funds of these companies, Since the 
coverage of the two studies ip sot 


identical the data a/re not atriefly 
comparable,, still a marked increase 
in the extent of self-financing by 
Government companies is cie*f,' 

How do these fefc&bn!. ‘■Qovepi- 
ment companies compare' with, non- 
Government companies? Accok/'' ' 
to another Reserve Bank etm 

1,333 non-Govemment joint__. 

companies {Bulletin, June 1963), 
ifiternatf resource* accounted for 56 
per cent of their total funds in 1963’. 
Thus die non-Govmmmenf ootnpa- 
nies were more self-sufficient than 
Government companies. The com 
trust ig more striking between coift. 
panics of comparable rise, and also 
more valid since sire has 4 bearing 
on the, pattern of financing — exter¬ 
nal finance being relatively more 
important for smaller companies. 
The 45 Government companies had 
a total paid-up capital of Rs 129 
croree in 1961-62. Hence it would 
be proper to compare them with 
only norvGoverament companies 
with a capital of more than R* 1 
crore, of which the RBI study 
covered 118. For these, external re¬ 
source* constituted only 3$ per cent 
of totpl funds in 1961 as against 
58 per cent for Government e®l&* 
panies. Such blanket camparisons 
cannot be very accurate, of course, 
but the above figures are not en¬ 
tirely meaningless. 

Among the different sources of, 
externalfmance, borrowing was the 
single most important source for both 
Government arid non-Government 
companies. There is, however, this 
significant difference: for non-Goy- 
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eminent companies borrowing from 
banks constituted 36 per cent of all 
external finance whereas for the 
Government companies it amounted 
to just about one per cent. For the 
latter, the principal source of bur* 
rowing was the Government. Loans 
from the Government, mostly un¬ 
secured, accounted for 36 per cent 
of their total external resources. 

It is significant that Government 
companies are able to take only 
negligible advantage of bank finance 
in spite of the fact that the largest 
commercial bank is Government- 
owned. This should provoke some 
thought on the assumption that 
nationalisation of banks would be a 
financial bonanza for the public 
sector. 

Arab Oil Conference 

'J'HE fourth Arab oil conference 
in Beirut meets at a time when 
the oil-producing countries have 
reached an impasse in their attempt 
to extract more revenue from the 
international oil companies. They 
became restive when the companies 
cut the posted prices of crude oil 
twice, in 1959 and 1960. Their 
receipts are directly linked to the 
posted prices and the effect of the 
two cuts in the peeled prices was 
to reduce their revenue per barrel 
of crude by about 7.5 per cent. At 
the second Arab oil conference 
in 1961 the then Director of 
the Petroleum Department of 
the Saudi Arabian Government, 
Shielch Abdullah Tariki, estimated 
that as a result of the adjustments 
in prices, the oil companies had 
deprived the producing countries of 
over 2,000 million dollars in two 
years. 

In the Middle East, though the 
Oil companies in theory pay a royalty 
of around 12.5 per cent of the price 
to the Governments, this is in prac¬ 
tice set off against a 50 per cent 
tax on the oil companies’ profits 
which are calculated on the basis of 
the posted prices. In Venezuela, on 
the other hand, the companies pay 
the Government both a fixed royalty 
(around 20 per cent) and taxes on 
profits on the basis of prices actu 
ally secured. It is estimated that, 
even with costs far lower than in 
Venezuela, the Middle East Govern¬ 
ments get on an average only about 
75 cents or less per barrel of crude 
whereas the Venezuelan Government 


gets more than 85 cants. One of 
the principal demands of the Middle 
East oil-producers, therefore, is that 
the oil companies should begin 
to pay royalty, “for the exploitation 
of an irreplaceable national asset”, 
in addition to tax. The rate of 
royalty demanded is 20 per cent. 
This, it is believed, would raise the 
receipts of the producing countries 
by 8 340 million per year at cur¬ 
rent levels of production. 

This demand was made in July 
last year by the Organisation of 
Petroleum Exporting Countries, an 
agency representing major oil-pro¬ 
ducing countries except the USA 
and the Soviet Union. The OPEC 
has also demanded that 

(i) the oil companies should 
restore the cut in the posted prices 
made in 1960; 

(ii) marketing expenses should 
not be deducted by companies in 
calculating profits; and 

(iii) the posted price should be 
linked to the price of manufactured 
goods imported by the producing 
countries from Europe. 

The oil companies have so far re¬ 
fused all these demands. Since there 
have been no direct talks between 
the companies and the OPEC, the 
former's attitude has to be judged 
from the negotiations which the 
OPEC undertook on behalf of 
individual countries — Iran and 
Saudi Arabia — with particular oil 
groups — the Iran Consortium and 
Aramco. The only concession Iran 
Corporation and Aramco were pre¬ 
pared to offer the two countries was 
to reduce marketing costs for cal¬ 
culating profits to half a cent a 
barrel. Even if this concession 
were extended to all Middle East 
oil-producing countries, it would 
yield an additional annual revenue 
of only some 3 12.5 million to their 
Governments. Obviously this is 
chicken feed compared to what the 
OPEC has asked for. 

Beholden to Oil Oligarchy 

T HE oil companies take their stand 
against the O P E C’s demands 
on two grounds. First, they point 
out that though the cut in posted 
prices has reduced the governments’ 
revenue per barrel, their total re 
venue has increased continuously, 
thanks to expansion of production 
by the companies. Second, they 


argue that It is ridiculous to «ak 
for an increase in the posted prices 
considering that owing to a number 
of developments (see “Crude Oil 
Prices”, September 21, 1963) the 
actual prices realised by than are 
substantially lower than even the 
present posted prices. As a result, 
though taxes paid by the oil Com¬ 
panies were only 50 per cent dl 
their notional profits (calculated oh 
the basis of the posted prices), they 
amounted to a higher proportion of 
their real profits (based on actual 
prices). 

Both these arguments are, of 
course, valid. Production of oil in 
the Middle East has increased from 
89.5 million tons in 1950 to 282.8 
trillion tons in 1961. This has let 
to a manifold increase in the Gov¬ 
ernments’ revenues. It is also true 
that the oil companies are no longer 
able to get the posted prices on 
their sales. Notionally oil is still 
sold at these prices but in fact most 
buyers are able to get discounts on 
them. The oil companies have kept 
the rates of discount a closely- 
guarded secret since different dis¬ 
counts are allowed to different buy¬ 
ers. But in the face of pressur 
from the producing countries, the 
existence of discounting itself can 
no longer be hidden and an internal 
memorandum released ‘accidentally’ 
by Koyal Dutch-Shell admitted, for 
the first time officially, the preva¬ 
lence of discounts on posted prices. 

But even at the discounted prices, 
the companies’ profit margins re¬ 
main exceptionally high. This, it is 
true, is the result of a deliberate^ 
arbitrary distribution of profits 

among the producing, refining am 
marketing activities- of the integrat¬ 
ed oil companies. Insofar as the high 
profits from crude production are 

achieved by keeping the poste' 

prices at an arbitrary level, to im¬ 

part realism to the financial Results 
of the three activities of the oil com¬ 
panies it is necessary to reduce these 
rices. Needless to say. this would 
e unthinkable to the producing 
countries. Their concern is limitec 
to cornering for themselves as large 
a proportion of the large profits or 
crude production. 

To this end, the OPE C, which 
meets in Riyad soon after the Arab 
oil conference, has threatened that 
if the companies do not accept its 
demands, the oil-producing countries 
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a«ty >$iort to *?ofber means”. JB«t 
it w fairiy qbvioui that they cannot - 
pusbt too hard lot they are beholden 
tothe, international oil oligopoly for 
maintaining crude oil prices at .levels 
far higher than would .prevail in 
the absence of price fixing. And 
naturally - this depiendonce » in* 
creased, pot lessened, by die weaken¬ 
ing of the world oi{ market as a 
result of the appearance of Soviet 
oil- a* well as independent suppliers 
who refuse to*play the price fixing 
game. ' 

Student Wastage 

JkJORlS than half the students fail 
. every year in the B A, B Sc 
mid B Cam examinations. The aver¬ 
age percentage of failures in these 
examinations, taking all the Indian 
Universities together, was 53.6, 54.7 
alxd 53.4 respectively in 1961. In 
the previous year also, the percent¬ 
ages were about the same. The per¬ 
centage of failures is much lower 
in the post-graduate examinations 
and they:are also lower in engineer¬ 
ing, agriculture, veterinary science, 
and other technical subjects — the 
Only exception being medicine, in 
whiph the percentage of failure is 
pretty high, being 43.8 in 1961. 
Why is the percentage of failures so 
high in some subjects and not in 
others? In his convocation address 
to the University of Kashmir and 
Jammu, Professor D S Kothari drew 
pointed attention to the large per¬ 
centage of failures which measure 
the magnitude of what he calls the 
problem of “student wastage” at 
the university stage. In secondary 
education, wastage of this type is 
even higher. 

The wastage in our education 
system is of many kinds, some of 
which are perhaps more familiar to 
the public than others. One is that 
of the lapse into illiteracy of 
tljose who attend primary schools 
only for a few years and then leave 
off. Another is the disproportion¬ 
ate number of those forced to go 
in for art subjects and the, strong 
literary bias in the system.generally, 
resulting in a lack of correspond¬ 
ence between the types of education 
needed for tHc development of the 
country and the type of education 
imparted. It "is this latter aspect of 
Education which by arid ’large 
arouses the greatest resfentmept, be- 
ing heid responsible for the 
ing phenomena of the hordes of 


educated- unemployed. Poor standard ' ctegreee and partly Use better tench- 
and’ progressive deteritntkkn ' in ing arrangements 1 in inch . colleges 
that standard is, of course, another and the better cetefitiop el work 
common cause of complaint. and living for their students. 

Wastage measured by the high The policy of selective irapw*te 
percentage of failures in university ment of university education which ■■ 
examinations' in the largest group the University Grants Comrateeidrr, 
of subjects pinpoints the basic defi* has been pursuing by sponsoring 
dency — poor, teaching, inadequate centres of advance study is am 
1 proportion of teachers to (students answer to the particular problem of • 
and the .very uncongenial conditions wastage to which Professor Kothari 
under which most college students, has drawn attention. The flatter «m» 
work. The latter, Professor Kothari phasisee all the more the necessity 
Considers' to “be perhaps the most of instituting many, more scholar- 
important single factor in a com- ships so that deserving students 
pi ex of causes leading 1 to high rates , from the coliegsil and universities 
of iailure* in examination: “A con- where standards are so poor, may 
siderable proportion of our students be enabled to take advantage of 
have inadequate fadlities for home the centre* of advance study. • • But - 
study and hardly ever find a place what of the substandard oollegw 
and time conducive to study and an d tho annual massacre of dte 
contemplation, free from petty wor : youth? 

rips and distractions,' and undue ' ■ " 

demands for household chores. A Italian Socialists f * 

large majority of students - come rp HE phenomenal rate of growth 
from homes m wh<ch there is no * of M ItaIian econom 

background of trajuon o acade- yearS; cxpresaed in the Zcld traps* ' 
mic work of any kind. Often they formatJon of the cotfntry no * ^ 
have to travel Jong distends from cular) ^ j^ nnj of fte-d^i 
their homes to the university, with Jopment 0f ^ Southj \ as 
all the attendant stress and loss of t j, e ac euniulation of short^tertn pro, ' 
time involved . hlems painfully apparent in moat of 

From this Professor Kothari the other developed economies—the 
draws the very valid conclusion: pressure On labour supply, inflation 

“Without properly tackling the “ d . ■*“» in external payments, 
•wastage problem*, a general in- “rly this year, these problems coujd 
crease, say, in science admissions, be . 8ew l•" the outbreak dfriie womt 
would mean considerable expense ttdustnal unrest since 1945, The 
without comparable gain. The out- ba «'e had been gbing cm spqempd» ; 
put of graduates is a product of cally for nme months before jt cal* 
the ‘intake’ and the ‘efficiency’ of minated in-a General Strike, inyolvr 
the educational process. With htt- nearly six million woncen, Off 

proved teaching, better textbooks remuary 9, At the same time, cco* 
and their easy accessibility to stu- nom .^ observers have noted the in* < 
dents, more working days, closer ten sin ed pressure on Italian rcsour*;, 
contacts between -teachers and stu- ces ’ which must sooner or later load 
dents and some individual attention ,0 severe action to restrict credit 
to students, it should be possible to an< ’ curtail the expansion of the 
reduce substantially the present high economy measures which will’ber 
rates of failures at examinations. n , 1 * ron J *he current experience 
And an added gain would be im- of Frances war on,the price front- ■ 
provements in standards”. (The Economic Weekly, September 

, , 28, 1963, p 1620). 

The problem presented thus has a 

family resemblance to. that of idle While all this has beep happen*- 

canacitv in industry, and the prio- the Italian Government has by 

rity‘ of demand for fuller utilisation no means been able to offer a wfl'd 
of existinc capacity over creation of front. The incipient . factional 1 sm 
new capacity. The reason* for a within the. ruling Christian . Demo- 
s’o-nificantly lower percentage of erst Party,-as well as the'fragmen- 
failures in the technical courses are tation of non-Communist parties, 
parity .more selective admission tie- makes any simple party Govern- 
ceasitntod bv the relative shortage ment insecure. Formerly, Fanfani, 
of colleges offering such courses as engineered stability through allying 
compared to. those teaching for arts the Christian Democrats with the 
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'txfe’tSoiiitavinist' left; but fa t » iwii r Q*ri«»$ twiddle. 1%tofr-&flc dwiMilg:;^* 

ahce crumbled on the twin hoatiii- Democrats accepting'it. possible neo-Fascist revival if flip 

Socialists do not join the Coalition 


fifes’ of the Christian Democrat right 
and the Socialist Party left, made 
poSfsjbfe by the reshuffle of new 
ejection?. Now after four months’ 
suspense, the Socialist Party has de¬ 
cided. (by 57.4 per cent of the dele¬ 
gates voting at its recent 35th Con¬ 
gress) ' to permit Nenni to ■ enter 
negotiations fori the formation of a 
coalition Government involving the 
left Christian Democrats and the 
two small parties, the Social Demo¬ 
crats and the Republicans.. 

• Thus-the Socialist Party has made 
yet -another move into the. centre 
Of Italian politics — wooed strongly 
by the left Christian Democrats, 
apd led by the veteran Nenni. The 
old Communist-Socialist axis, the 
largest single group in Italian poli¬ 
tics, cast a shadow over Italian 
Parliamentary politics, but . the 
eVerita of the past few years have 
broken it at a national level and 
purged Socialist Party policy. Thus, 
at the current Congress, despite the 
promptings of one of the leaders 
Or the majority faction, Signor Lom¬ 
bardi, Nenni and a majority of the 
delegates resisted the temptation to 
define the precise nature of its 
traditional opposition to NATO. The 
Party, it was said, is still pacifist, 
hut Italy must honour the obligations 
she has. entered. This line of least 
resistance turns partly upon the 
hope that a British Labour Govern¬ 
ment will define a new British atti¬ 
tude to the proposed multilateral 
rtuclear defence force. 

However, Nenni has not been able 
to shift the Party on the question 
of ending local Socialist-Communist 
alliances,, nor was he able to per¬ 
suade the entire Party that collabo¬ 
ration with the Christian Democrats 
was the only way forward. An esti¬ 
mated 40 per cent of the Congress 
delegates remained unenthusiastic, 
although only the veteran leftist, 
Ijdio Basso, openly opposed the 
move. In addition, little was said 
about domestic economic reforms, and 
in particular, the Lombardi-Ciol it I i 
anti-inflation programme and list of 
long-term structural changes (re¬ 
forms aimed to improve the work¬ 
ers’ position' under capitalism, as 
Lombardi described it). In addition, 

g wcffic conditions were laid down 
r the creation of the coalition 

LS62 1 ' ' ' 


Italian politics is in a process of 
change. While Togliatti presents the 
almost Titofst position of the right- 
wing in International Coinmurfism, 
Nenni has moved over to the centre. 
On the othfer side, the Christian 
Democrats have also edged into the 


need not be taken to imply that th» 
faf Right in Italian politics is re¬ 
viving— after all, the present dia¬ 
lectical shifts in the Italian Social¬ 
ist Party require a shrewd politi¬ 
cian rather than a prophet. 
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Gaps iu Steel Plan 


gTEEL is one of the few sectors in 
which some work has already 
been initiated on Fourth Plan pro¬ 
grammes. There is already a natio¬ 
nal plan which calls for the pro¬ 
duction of IS million tons of mild 
steel by 1970-71, a million tons of 
alloy steel, and another 3.5 to 4 
million tons of pig iron. These 
targets are stated to be based on 
the demand estimates of NCAER, 
M N Dastur & Co, and the U S 1 
steel team which was sent out by 
AID to investigate Bokaro. 

It is difficult to understand how 
the U S team came to be bracketed 
with the other two since it came 
out with substantially lower esti¬ 
mates simply by cutting down Indian 
projections by 15 to 20 per cent. It 
proceeded on the theory that indqa- 
trial progress over the next 15 years 
was going to be as halting as in the 
first two years of the Third Plan. 
The U S estimate, therefore, should 
be left alone. 

Somebody, somewhere decided 
that the target of mild steel rapa¬ 
city should be pitched two to three 
million tons higher in order to gpfc 
18 million tons of productidft' 
Hence, the plan as now formulated 
by the steel steering group asks for 
setting up of t-wo new plants in addi¬ 
tion to Bokaro during the Fourth 
Plan — a context in which Goa and 
Visakhapatnam are being frequently 
mentioned at the Ministerial level. 

Dastur & Co, it will be recalled, 
have been asked to do a preliminary 
technical study on Goa while Visa¬ 
khapatnam has been made the res¬ 
ponsibility of the Central Design 
Bureau of HSL. At the meeting 
held last August, the two new plants 
— the siting of which is in theory 
still an open question — were put 
down for 1.5 million tons each. 

Are these new plants predicated 
upon the idea, made familiar hy 
what Dastur, Pitambar Pant and 
(last but not least) W B Reddaway 
have been urging, that each plan 
should leave behind a a legacy of 
construction in progress” for the 
next? If so, the steering group has 
been particularly inept in presenting 
this idea as a capacity target distinct 
from the production target. The im¬ 
plication follows . that the steering 


(From Our Calcutta Correspondent ) 

group thinks nothing particularly 
wrong with keeping one-seventh of 
the country’s steel capacity idle as 
some sort of insurance against short¬ 
falls. If so, why did Subramaniam 
insist on assuming 100 per cent 
production when it came to deciding 
steel prices last year against, be it 
noted, the advice of tire Tariff Com¬ 
mission ? We will let this also pass 
and assume that the steering group 
civil servants have‘ ip their own in¬ 
imitable way taken over ‘the legacy 
of construction’ idea and made it 
stand on its head. 

I triplications 

Leaving aside the three million 
tons — 1.5 million tons each from 
two new plants which should really 
be described as Fifth Plan projects 
—how do we get the balance of 18 
million tons ? The plan unfolded 
by (or, more truthfully, to) the stee¬ 
ring group is as simple as this : 


2l 

"c 

3 

Capacity in 
1965-66 

(in million tons) 

Capacity in 
1970-71 

(in million tons) 

Estimated 

cost 

(Rs crores) 

TISCO 

2.0 

3 00 

120 

Bhilai 

2.5 

3.25 

75 

Rourkela 

1.8 

2.50 

70 

Durgapur 

1.6 

3 00 

140 

Indian Iron 

1.0 

1.90 

50 

Bokaro 

— 

4.00 

600 


8.9 

17.65 

1055 


Before proceeding further, let us 
make a quick check on this pro¬ 
jection. The first objection to note 
is that the capacity assumed to 
exist in 1965-66 at Rourkela and 
Durgapur will be ready only many 
months later. But then, one might 
be asked, what has current capacity 
to do with what is to he built ? The 
answer much depends on how the 
problem is viewed. Theoretically 
the construction activity on fur¬ 
ther expansion can be segregated 
from the work of bringing newly 
established capacity into production, 
but there are two practical snags. 
Do the plants have such large re¬ 
serves of managerial resources that 
they can earmark separate sets of 
personnel for the two entirely un¬ 
related tasks ? A more important 
objection is that until production 
actually - materialises from the in¬ 


vestment already made, the > result¬ 
ing shortage of steel will necessitate 
deticil-covering import^ of a, yery 
large order. The strain thrown upon 
the balance of payments will make 
it extraordinarily difficult to raise 
the exti;a resources for further ex¬ 
pansion. In other words, the need 
for maintenance imports will cpt 
into project aid. In this context, 
one may recall here that an official 
appraisal by the Planning Commis¬ 
sion warns that the 1965-66 target 
of production is not expected to .be 
realised until 1968-69, the third 
year of the Fourth Plan. 

Notwithstanding the breezy decla¬ 
ration about massive efforts and 
Crash programmes to reduce the 
import content of steel development, 
the fact is that no sizeable cuts are 
immediately possible. Published de¬ 
tails of the Bokaro report show that 
41 per cent of the costs will be in 
foreign exchange by Indian estima¬ 
tes, and almost 60 per cent accor¬ 
ding to the U S feasibility study. 
Our own figures are the ones to go 
by, but the question must be faced 
that maximising the indigenous con¬ 
tent of one project is less difficult 
than doing it wholesale for the entire 
steel development programme. The 
simple fart of competing demands 
for scarce materials, services and 
personnel has to be taken into 
account. 

There are. engineering units Which 
cither have, or can arrange by add¬ 
ing balancing equipment to have 
the capability of producing some 
metallurgical equipment. The ifs 
and buts must be noted : mobilising 
all this capacity for steel will mean 
denying it for other equipment 
building programmes. A fabricating 
unit working on, say. a blast furnace 
shell could be doing a chemical 
plant instead. Even if this minor 
matter is overlooked, the full mobi¬ 
lisation of existing and .potentially 
available capacity requires a battle 
plan worked out in great detail - iq 
make sure that the bits and piepe#, 
fit together. Equipment.matujfactqre. 
is essentially fragmented as-eyijdenj, 
from the fact the plant for Bhilai 
came from 400 different -sourepq 
in the Soviet Union. This battle 
plan- does not exist today; all we 
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faWW “V * sup&abnndance of c«6- 
mitfees composed more or le»'"« 
■thf y ftrw a tpen who are already doing 
duty in half a dozen other panels 
working , groups, task forces, (gams 
,ahd %h»t have you. ■ i 

»" These committees cannot pro¬ 
duce ,the battle plan because work¬ 
ing jt out requires many mandays. 
,, of hard, unremitting labour plus 
patience and competence. Notie ol, 
these three essentials have yet bee® 
f. provided or are even likely to be 

S ' rovided. In the meantime, indivi* 
ual manufacturers are pushing 
' their own ideas of how each can 
, oontribut* to this task, in the ah-' 
. ‘ sence of a plan, piece-meal decisions 
on individual schemes will result in 
overlapping or even duplication. That 
ia less objectionable than the fact 
that New Delhi’s procedural hurdles 

will hold back progtess.on all; any* 

' thing that still comes through will 
be thp -exception. There is, therefore, 
no getting away from a sizeable 
■ import content in all. steel develop- 
' merit programmes during the Fourth 
’ . Plan. 

This, jn turn, means depending 
. once again on credits. "Judging from 
the experience in the Third Plan; 
the credits will come when the aid- 
giVers choose to grant .them, and not 
■, when we think we should have them 
, to fit in neatly with our targets and 
time-schedules. One need hardly 
be surprised if aid-givers drag their 
feet until they can begin to sec some 
results, from the credits made avail¬ 
able for the current expansion pro- 
i grammes. Since the results will be 
.fate in coming *» confirmed by the 
Planning Commission appraisal, can 
we really avoid once again a long 
lag between the targets we set for 
1970-71 and what we actually rea- 
liae by that year? 

A cognate issue is the financing 
■■ of Bofcaro. Going again by the pub¬ 
lished excerpts from the Dastur re- 
! port, the foreign exchange cost of 
die project is ns, 227 croies incur¬ 
red mainly between' 1965-66 and 
. 1969, the peak construction years 
of the two stages into which the pro¬ 
ject has bedn divided. The gum in¬ 
volved i* not too large to arrange 
out of the aid that consortium coun. 
tries customarily grant, the impli¬ 
cit assumption in all New Delhi’s 
pronouncements being -that Soviet 
bloo 'assistance will not be sought 
for Bokaro. Bui we have to rule 
out riot only Government to Gdv- 
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enuMnt assistance,, frofn the, 05 : 
but also front Britain and, Germany* 
vdficb leaves' uis with, k rather res-- . 
tricbed choice, The .reason is simpler - 
as a British spokesman put ii 
"Durgapur must have the first flalm. 
on our help”, Since, Bokaro’s finan¬ 
cing will, willy nilly, overlap with, 
that to be arranged for fourth 
Plan expansion-of Dtirgapur, this 
spokesman warned against reading 
too mufch into the anxious enquiries 
being made by plant and equipment 
suppliers vis-a,vjs. Bokato. As he 
explained, even - if the . U K’_ Gov¬ 
ernment; could be persuaded to Sup¬ 
port both, there would be a howl 
of protest from other British indus¬ 
tries against putting all aid into 
the steel basket. ‘ ' 

. - t 

8a 2,000 Croras for Steel ! . 

What this official said about Bri¬ 
tain and Dtirgapur applies equally 
to West Germany and Rourkela, 
Aid for Bokaro can perhaps still "be 
arranged may be through credits 
from US,. UK irid German sup¬ 
pliers and out of'the consortium 
assistance that France, Austria, Bel¬ 
gium, Canada, Italy and Japan pro¬ 
vide*. These six have together con¬ 
tributed under $150 million in the 
best year so far. In each rase there 
will, however, be strong pressure 
from their domestic industries to 
spread aid over a wider field than 
just one project so that the benefits 
flow to a larger cross-section in the 
donor countries. 

Take Japan for instance. Apart 
from its possible interest in a pig 
iron operatiop in Goa, the Japanese 
are being canvassed for a second 
shipyard, further fertiliser plants 
and the like. They might be .per¬ 
suaded to take an interest in Boka- 
fo but not to the exclusion of other 
projects. 

This is not intended to be a coun¬ 
sel of despair but to urge upon 
New Delhi some sense of propor¬ 
tion. Bokaro is, indeed, a must but 
then why weaken and jeopardise it 
by rigging up a super-ambitious 
programme of steel development 
which distracts attention from this 
key, project? 

Before concluding, let us do a 
brief totting up of the costs of the 
programme as now proposed by. the 
steering group. The expansion of 
existing plants plus Bokaro requires 
Rg 1055 crores — only within the 
plant perimeter and .excluding all 
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'offsite factiitns. 'Add' Its. SOb’.ctfiwt ' 
f« the 'two .new- plants, fis lftO j 
crores f<Jr. Expansion . -of - pig iron 
output by 2 million tonnes, Rs dOQ 
croresfor alloy steels artdils^J cro¬ 
res; ftw ferro-alloys. These; fire, vaty ' 
tentative figures-and will go up sub¬ 
stantially in several-cases. The .gfcjW*' 
of. Rs jOOO per * ton. of additional 
capacity in the case of «xpaoui(p ' 
at new steel plants may be a epri- " 
oils underestimate since there is no-, 
built-in exansion potential to, tap 
this time. But .even 'as the x figures 
now stahd,, the total direct cost ' 
on. plant and.equipment wtll.be of, 
the order of Rs 2000' crorea, pre-'' 
empting ofie-eighth of the proposed 
total outlay on the Fourth Plan, , ' 

We are not -done yet. There are 
of. course, off-site facilities like water 
and power to finance much larger 
outlays required to raise. extra 
Coal, ore and limestone?' Whdl about . 
the wash cries and bcneficiation 
plants? Take coal, for instance. For 
IB million tons of ingot steel and 
4 million tons of pig'iron, 25 mil¬ 
lion tons of washed coals or 45 
million tons of raw coking coal are 
required, add to which 10 million 
tons required by merchant' coking 
plants. This totals to a demand of 
55 million tons of coking Coal 
against only 16 million tons produ¬ 
ced in the current year and the tar¬ 
get of 24 million tons set for 1965- 
66 . 

What will be the additional in¬ 
vestment required per ton of cok¬ 
ing coal 'to be raised? The figures 
for the current plan are Rs 20 for 
expansion and Rs 50 for new mines. 
But these are all-industry averages 
which is well below what more diffi¬ 
cult mining of coki'ng coal requires. 
Iron ore production*will present a 
problem of similar magnitude since 
some .30 million tons of ore will 
be needed against the level Of 12-14 
million tons expected to be attain¬ 
ed by 1965*66 for domestic' use. 
Investment required per annual ton 
may be gauged from the fact that 
private sector development has- call¬ 
ed for outlays of about Rs 13-15 
per ton against Rs 4Q for public 
sector Kiriburu for which alone 
data are available. , < 

One need not go on further s'nee 
this should suffice to give an .idea 
of the resources proposed to b& pre¬ 
empted for the one. single sector' 
of iron and steel.. This is anything 
but responsible, realistic planning* 



Patter or Pattern? 1 


YO the delight of the cynics, the 
newspapers here carried the 
Pictures of the Soviet cosmonauts, 
Valentina Tereshkova and Andrian 
Nikolayev, who had succeeded in 
looking beautifully bourgeois and 
respectable on the occasion of their 
marriage in Moscow, on the same 
day as the stalwarts of the Con¬ 
gress Party gathered in Jaipur 
were reported trying desperately to 
appear radical ana revolutionary. 

In a sense, the cynics have a cer¬ 
tain justification for their reaction 
because increasingly it is a fapt 
that prominent persons ‘play to the 
galleries’ and are seldom them¬ 
selves. Visitors to the Jaipur ses¬ 
sion of the AICC were left wonder¬ 
ing whether the procedures were 
mere patter or whether they repre¬ 
sented the emergence of a new 
pattern of thinking. 

Congress Socialism 

Long before the stalwarts headed 
for Jaipur, it had become known 
that the Prime Minister desired 
that the final decisions on the con¬ 
tent of Indian socialism be taken 
at the annual conference in Bhu¬ 
baneshwar. This robbed the pro¬ 
jected debate of much of its interest. 

But Subramaniain, who had been 
entrusted by Nanda and Jagjivan 
Ram to draft a definition of Indian 
socialism for discussion, did not 
put his best foot forward. He pro¬ 
duced a collection of cliches, nega¬ 
tive and meaningless, which offen¬ 
ded the socialists and stirred them 
into action. 

Alternative drafts, including one 
by K D Malaviya, were soon cir¬ 
culating. Subramaniam’s ideologi¬ 
cal in-oherence was about to em¬ 
barrass the national leadership of 
the party. Promptly, the tentative 
official draft was confined to the 
wash-paper basket and the Prime 
Minister pushed his lieutenants to 
produce a careful selection of 
words which would rapture the 
mood of the rank-and-file. 

Accustomed to coining phrases 
which are multi-interpretational, 
the secretariat produced a draft 
remarkable fox its flabbiness. In- 
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deed the Prime Minister, demora¬ 
lised by the effort, and prodded by 
Malaviya, admitted the failinga of 
the draft and agreed to circulate 
for discussion the alternative drafts 
and amendments together with the 
official document — a pointer to 
the utter ideological confusion of 
the ruling group. 

Foreign' Policy 

If the Congress chieftains could 
not define the socialism by which 
they repeatedly pledge themselves, 
the performance on the foreign 
policy resolution was even more 
pathetic because no one, not even 
the Prime Minister and Krishna 
Menon, took the trouble to high¬ 
light the new factors in international 
relations and how these would in¬ 
fluence the policies of the non- 
aligned. 

The absence of this serious ap¬ 
proach encourages the infantile’ 
propaganda about our ‘success’ in 
isolating China, nourishes the feel¬ 
ing that Pakistan’s present wooing 
of Peking is a temporary aberra¬ 
tion, convinces us that our position 
is more-or-leas undamaged in Asia 
and Africa, and persuades us that 
we can go on prattling about non- 
alignment without a sustained in¬ 
ternal political and economic effort 
aimed at self-reliance. Perhaps, in 
future, an intelligent alternative 
draft resolution should be kept 
ready to silence lazy pontification 
by the so-called experts. 

Speeches at the session on the 
need to reorganise the base of the 
party, to break groupism and fac¬ 
tionalism, to probe the various set¬ 
backs the party has suffered during 
the past vear. and to denounce or 
acclaim the Kamaraj Plan, betray¬ 
ed an extraordinary unawareness 
of tbe r#*M nature of the ai'-ne"t 
which afflicts the Congress. Until 
the members of the AICC confront 
boldlv the organisational challen¬ 
ges, thev will be unable to under¬ 
stand what ails the party. 

To argue, as the leader did, that 
the CopPTe^s has no rrelit and left 
wings, (only ‘srottps* !), and to 
get the so-celled radicals to claim 
somewhat defensively that the party 


« . : 

provides an umbrella for all (aic/J, 
underlines the opportunism at the 
highest; levels which is sought to be 
passed \off as profound political 
understanding. 

Of course, it may well be' the* 
the very nature of the Congress 
Party tollay prevents it from mov¬ 
ing into (a socialist age which de¬ 
mands clarity of objectives, the 
capacity b get rid of those practi¬ 
ces which hinder a break-through 
and the Courage publicly to test 
and reconstruct political and eco¬ 
nomic contepts in the light of ex-; 
perience bpth here and abroad- 
Visitors to 'the Jaipur session re¬ 
turned wit! the impression that 
the ruling party is now heavily in¬ 
filtrated by ,men whose sole pur¬ 
pose has become to use the ma¬ 
chine to advance themselves into 
ositions of profit and patronage, 
ocialist patter helps to screen the 
reality. ' 

Th<- Barometer 

Clearly, that barometer of think¬ 
ing in the business world, the stock 
market, has cckne to the same con¬ 
clusion. Speculative shares, which 
collapse with /every report of. a 
Chinese or Pakistani military 
build-up, continued to soar as the 
Congress big-wigs spoke - of the 
egalitarian socialist society they 
were determined to/ bui d. And 
when the Prime Mipister announ¬ 
ced that decisions on ; the definition 
of Indian socialism would be taken 
in January at. Bhubaneshwar, the 
little tension that remained also 
ended. 1 

Returning from Jaipur, the Pri¬ 
me Minister Cftn no longer delay 
the business of reorganising hi* 
Cabinet, Parliament fs due to re¬ 
assemble on November J8 — and 
it will take a dim view if the coun¬ 
try is still saddled with tbe present 
lame duck government. No expert 
is required to tell us that we hava 
been without a functioning govern¬ 
ment since the first announcement 
of the Kamaraj Plan at the berin- 
ning of August —• that is. if TTK’s 
activity in the Finance Ministry is 
seen as an inevitable ‘scavenger* 
operation. 
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lie tjuk it to organic « CaW«t 
which exercises collective rwponai- 
biiity, something which has beat 
non-existent for ,many years. Until 
this it achieved, there will -he the 
usual danger of ministers, no mat¬ 
ter how like-minded they might be, 
working independently of each 
other and often against each other. 
We can claim much practical ex¬ 
perience in this rather specialised 
field! 

Aclivisation 

It would be logical t» expect 
the Congress Party to activate it¬ 
self during the coming ' months. 
The socialists within the party in¬ 
tend to press forward with (what 
they call) ‘the victory’ registered 
at Jaipur. At Bhubaneshwar, they 
hope to muster in lull strength to 
force through a coherent socialist 
programme. And, for,once, they , 
nave a leadership whim can com¬ 
mand some national attention. This 
socialist thrust is bound to be 
countered by the numerous anti- 
socialists within the party who 
were caught napping; at Jaipur. 

Then again, battle pf the ‘wihgs* 
or ‘groups’ or ‘factions’ or ‘indivi¬ 
duals’, ‘right’ or ‘left’, ‘radical’ or 
'conservative’, ‘proNehruist’ or 
'anti Nehruist’, ‘pseudo-Nehruist’ or 
‘neo-Nehruist’, will bear heavily on 
die ideological discussions now join¬ 
ed within the Praja-Socialist and 
Communist parties. This is all to 
the good, for we cannot continue 
as we are. 

Some such vague reaction also 
cameo in the wake of Gulzarilal 
NandaV decision to set up an •anti- 
cofruption committee. Interesting, 
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biit v/jll he ever he side to giva 
the oommittm an effective com®o- 
-sitton ? Will he atybiine the 
talents of all those chief ministers 
and (ministers, at the Centre and 
in the States, ■ whose sons ate coin-- 
fortably settled in business ? Or 
will he, settle for those chief minis; 
ters and ministers who have made 
their own fortunes and are satiat- 
ted ? If .he .decides against these 
categories, where will he find the 
‘heavy-weights’ to undertake risky 
and dangerous anti-corruption ope¬ 
rations ? .. 1 1 

The ‘not has gorie so dtep that 
only-a committee comprising of 
the mo^t fearless, and' fully em¬ 
powered to take action, could hope 
to be effective. But such a com¬ 
mittee will never be created if The 
Congress leadership refuses to look 
beyond its periphery. Will Nando 
see this point ? He can, because 
he'has no past to hide. An excel¬ 
lent opportunity — and, perhaps, 
the last. 

Nepal Visit 

With the Prime Minister, visibly 
ageing and. unable to break a way 
from the pressure of internal pro¬ 
blems, President Radhakrishnan 
finds his quota, of foreign travelling 
on the increase. His Visit to Nepal 
is . intended to- repair the damage 
of several yedrs of confused diplo¬ 
macy. From’ wfiat ran be gathered, 
our mission in Kathmandu badly 
needs a face,lift and a brain-wash. 
And a start has to be made from 
scratch, for surprisingly enough 
postings to the mission continue ]to 
be regarded as a kind of punish¬ 
ment of two years’ duration. 


Indian «idan th*s , Bufaotoyan 
’Kingdom, they 11 seem to *-"oiodd 
thttefirivea on -die ‘dgly American' 
image, of a decade ago and are 
nearly as incompetent. Projects are 
•till, hopelessly behind schedule, 
despite the speed-up ordered by 1^1 
Bahadur Shastri during his .last; 

’ visit - v ' * ' 
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' We have yet to i realise that die. 

problems of the! ten million * In* 
habitants of Nepal 'are,, ip ,a sense, 
our problems and ‘should receive 
top priority. Perhaps, President 
Radhakrishnan will have somethinf 
to say about all tips on his return- 

Another ‘Review* 

In the meantime, howerver, the 
Ministry for External Affairs has at” 
last stirred itself to produce a fort" 
nightly journal, Indian and for¬ 
eign Review, which will speak for 
us. What distinguishes it is its 
lack of distinction. > It looks terrib¬ 
ly like The Peking Review, is prin¬ 
ted’ indifferently on airmail paper 
with lay-outs which recall the ex¬ 
pertise of the last century, and 
collects a number of articles which 
contain little that is pertinent or 
original'. Another wasted effort. 
All patter, no pattern. 

Tongue-Twister: Whoever coin¬ 

ed the word Shiksha for the joint 
air exercises ? Those poor crews 
from abroad arc having one hel¬ 
luva time getting that word otit of 
their mouths. And. when it comes 
out, it is much misunderstood! 
Shuks! 
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underestimate the enemy 

Chinese troops are still massed on our 

Northern Border. Be Vigilant .. 

YOUR DISCIPLINE IS INDIA’S STRENGTH 
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Foreign; Policy Feelers 


V ' ? j^t?RINC the lait two years Japan 
\t;, • > ha? been unusually peaceful. 

..' The standard of living has gradually 

risen 60 - that the -index is now at 
1 least 5 per cent higher than at the 
’ corresponding period last year and 
the economy is still rapidly expand- 
't ' ing. Prime Minister Hayatp Ikeda . 
<• recently claimed that the GNP has 
•, increased to billion Yen, from 
12j billion Yen in 1959 and foreign 
trade from 7,500 million Yen to 

V 10;600 million Yen. This is roughly 
'■ twice the rate of' expansion of tptal 

World trade. Over a million new jobs 
have been found and employment 
opportunities are still increasing. In 
fact, the difficulty that industrialists 
are finding in recruiting workers 
continues to bother the Keidanren, 
the Federation of Japanese Indust¬ 
ries. 

No Outstanding Issues 

On the political front there have 
been no outstanding issues which 
have deeply disturbed the popula¬ 
tion at large such as the demonstra¬ 
tions two years ago. The Liberal 
Democratic Party will probably dis¬ 
solve the Diet next month with con- „ 
fidence that they will be re-elected 
with the same majority as at pre¬ 
sent. The Socialist Party is much 
more dearly wedded to the theory 
of the Welfare State, and the open 
. discrediting of the Communist Party 
ajt the Gensuikyo anti-atomic bomb 
meetings at Hiroshima has tended 
to strengthen the . present middle- 
' of-the-road leadership. The recent 
International Sports Meet, which 
was he'd at exactly the same, time 
as the Olympic Games will be held 
next year, have proved very success¬ 
ful in an organisational sense with 
no major difficulties other than the 
relatively poor showing of the Japa¬ 
nese athletes, themselves. This has 
tended to strengthen the confident 
attitude of the Government. 

The increased government confi¬ 
dence, it appears, is going to result 
in a more forthright attitude on the 
part of the Liberal Democratic 
Party towards expressing its real 
feelings. On* the home front , there 
is likely to be increasing control of 
education with a higher degree of ' 
Centralisation. Text-hooks are.to he 
approved by the Central Ministry. 


Economicaljyj greater*pressure is to 
be.,exerted on certain large enter¬ 
prises to lower prices with increased 
productivity. There will a’.so be 
greater control over the retail prices 
of food, especially , vegetables and 
ratal, . ■ 

;$Ut the most significant changes 
are likely to be in the field of foreign 
pdlicy. During the- last year Japan 
harf refused to sign ithe agreement 
between Canada and the United 
States and herself,, perpetuating the 
inferior status of Japan in North 
Pacific fishing. Japan has demanded 
that a definite policy’ must first of 
all "be laid down for ^he fisheries as 
a whole after which discussions can 
be; carried on 4 an equal basis. But 
it is in the field of Japanese-Cbinese 
relations that the greatest interest 
is likely to be aroused. As your cor¬ 
respondent mentioned in a previous 
, article, each political party in Japan 
is divided into a pro-Chinese and a 
pro-American or pro-Russian group 
and individual members’ attitudes 
towards closer relations with China 
are often totally unconnected with 
the political ideology of the party. 

'Unofficial’ Contacts .with China 

During the last five years there 
have been four prominent members 
of the Liberal Democratic party — 
MatsumuTa, Takehosuke, Ishibashi 
arid Okazaki — Vho have unofficially 
visited red China and, been received 
by Chou En-lai. A report on the 
earlier mission of ‘ Takenosuke was 
published in this journal. At the. 
beginning of these visits, the ruling 
clique of the Liberal , Democratic 
■Party publicly and ostentatiously 
dissociated itself from anything these 
important businessmen were doing 
and re-asserted that Government to 
Government trade witli. China was 
quite impossible bitf that if private 
arrangements were entered into by 
individuals that was another matter. 
Last year a contract was entered 
into with China by which a valu¬ 
able. vinylon machinery manufactur¬ 
ing plant was to bp set, up in China 
on credit. Although nominally a 
private arrangement, it became clear 
that the credit terms and negotia¬ 
tions had . the blessing; of .the Gov- 
etameint, ■ •" 
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Recently Ishibashi, a Diet member 
and important industrialist, visited 
Prime Minister Ikeda to obtain his 
blessing for re-election. When he 
•was asked by a reporter whether he 
was not too old for re-election he 
stated that his dream was to create 
a treaty of alliance and friendship 
between the United States, the USSR, 
Communist China and Japan And 
that his Diet membership was neces¬ 
sary to bring this about. To many 
Japanese conservatives this does not 
appear impossible. From this point 
of view, the recent Test Ban treaty 
between the USSR and USA appears 
a glorious star in the sky giving' 
greater initiative to such a country 
as Japan in bringing the Chinese 
into the picture. 

Assets and Liabilities 

Outwardly the foreign • policy 
appears the same as last year. The 
speech by the Japanese Ambassador 
to the United Nations on the admis¬ 
sion of Communist China was an 
extremely forthright condemnation of 
China’s militant, policy and extended' 
unequivocal support to the Nationa- * 
list regime in Taiwan. Yet Prime 
Minister Ikeda has come back from 
his Southeast Asian trip to the 
Philippines, Indonesia, Australia 
and New Zealand full of determina¬ 
tion to take a more active role in 
, world Affairs. Japan is in a very 
peculiar position in Asia, quite un¬ 
like any other country. Some of its 
peculiar features are : 

(1) very small expenditure on 
defence, ,although this will rise 
rapidly in fhe next fevy years; 

(2) an economic potential which 
is rapidly Expanding and a pattern 
of export trade (tied very closely to 
countries of; the west; there are 
fewer and fewer things which Japan 
requires in fhe Way of imports from 
other Southeast Asian countries; 

(3) eight-hundred yea's of conti¬ 
nuous contact with its big Chinese 
neighbour without being absorbed 
or being invadedand 

(4) snecial relations with the USA 
through becoming its protege after 
heirur invadpd, and defeated: and 
snerial relations with the USSR 
during das las* 80 years as an enemy 
and as an ally. 
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These points axe ail on the posi¬ 
tive side. On the negative aide is 
the undeniable suspicion in which 
Japanese are held over most of die 
world because of the ill-advised 
foreign policies they have pursued 
in the past. To go back no further 
than the beginnings of the Chinese 
revolution, the Japanese foreign 
office tried simultaneously to support 
both Yang Sbib Kai and Sun Yat 
Sen only to finally support the for¬ 
mer just as he was defeated. In the 
famous unequal treaties with China, 
instead of supporting Chinese natio¬ 
nalism and thus achieving prestige 
as an Asian liberator, she threw her¬ 
self in with the western powers and 
got the worst of the bargain. In 
retrospect also one can see that the 
“Manchurian incident” and the 
bombing of Pearl Harbour could not 
possibly have been successful in the 
long run backed as it was only by 
military power without the necessary 
cunning to go with it. Only in the 
administration of Formosa can one 
say that Japanese plans beyond her 
own borders were successful. 

Past Mistake* 

Since the signing of the San 
Francisco Treaty, Japan’s foreign 
relations have been almost entirely 
confined to negotiating good terms 
of trade with the United States and 
trying to recover her territories 
from the USSR and the USA. 
Apart from these activities her for¬ 
eign po'icy has been marked by a 
total absence of any sort of politi¬ 
cal or moral continuity. The Karel 
Dorman incident in which a Dutch 
aircraft carrier was denied refuel¬ 
ling facilities in Japan after permis¬ 
sion had been officially granted for 
fear of pressure from Indonesia is 
a case in point. The demands for 
compensation for Chinese civilians 
murdered by the Japanese military 
in Singapore is another case. The 
d : scussion eventual’y hinged on the 
legal argument that Britain had re¬ 
jected liability on behalf of her 
colony. But it would have been 
more realistic for Japan to have 
immediately arcepted responsibi'ity, 
leaving details to be worked out 
later. With such a record of foreign 
policy, it is only to be expected 
that if Ikeda hopes to develop an 
image of a world statesman he would 
pin his policy on one of the four 
assets of Japan mentioned above 
while playing down the negative 
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images created by Japan in South¬ 
east Asia. 

It is extremely difficult for the 
Japanese to understand the image 
of themselves in Asia, for they tend 
to think of Asia as essentially non- 
Japanese and non-western and there¬ 
fore not very important. Since the 
Japanese themselves have had an 
occupying American army on their 
shores for many years without any 
major resentment, except among a 
few on the extreme left and right, 
they find it difficult to believe that 
other Asian countries do not have 
the same attitude towards the Japa¬ 
nese army. 

A case in point is a pamphlet to 
which I have recently had access 
called “The Recent Situation in 
West Irian” published privately by 
a non-government Japanese group, 
mainly consisting of business firms 
having connections with New 
Guinea. It advocates independence 
or U N guardianship for New Guinea 
on the ground that the area is not 
Indonesian in culture, language, etc. 
But this pamphlet also advocates 
free settlement of Japanese in New 
Guinea on the ground that the na¬ 
tives of New Guinea had been 
taught how to get salt, how to fish, 
how to plant vegetables and even 
how to count by the Japanese. No 
mention is made of the countless 
cruelties that the Japanese soldiers 
perpetrated on the natives on the 
ground that they were an inferior 
race. 


Iapanwe are really astounded l ' 
hear- that Southeast Asians stii 

S ember the doings of thei 
liers during the war. One can 
not but feel that Ikeda is likely 
under-estimate the strength of tb 
feeling if he becomes involved ' 
any important issue to which he ha 
oommitted himself. Singapore ‘ 
unlikely to remain an isolated case 
However, from the opposite pain 
of view, it cannot be denied tha 
Japan has certain major assets it 
foreign policy in the sense of eco 
nomic and cultural connections 
These are strongest between Chini 
and Japan and between the US/ 
and Japan and they are weakest ii 
Southeast Asia. Yet it appear 
that it is in the troubled waters o: 
Southeast Asia that Ikeda is firs 
going to plunge. The mishandling 
of the Singapore incident and thi 
easy way in which debtor Indonesi; 
manages to use Japan does not giv< 
rise to any great confidence ahou 
his success. 

Only in relation to China does i 
appear that a foreign policy re 
alignment of Japan is likely to hi 
successful and if Japan were tc 
succeed in bringing China into the 
circle of nations who have signec 
the Test Ban Treaty in exchange foi 
some practical concession in inter 
national trade, this would be a 
diplomatic triumph of the first 
order. Japan could give such a 
concession without losing fare in a 
way that Russia or the United States 
would not be able to do. 
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WhitUer the D M K ? 



if ( | *HE P 1)1 K Bucc, C N Annadorai, 
.' -gave away ftore than he ima¬ 
gined when he outlined die reasorts 
for surrendering the secessionist 
*jplan of his party, which was offi¬ 
cially proclaimed its raison d'etre. 
He wrote; 

“The problem before us is: How 
are we to accommodate the- theory 
of self-government within, the 
framework" of the anti-secessioa 
Constitutional amendment? 

“I will', straightaway concede 
that it is impossible for any party 
to reject or refuse respect to the 
anti-secession Constitutional amend¬ 
ment. It its, therefore, improper to 
suggest to the D M K to challenge 
the law. M If, on the other hand, 
it decides to challenge the law, ipso 
facto it would mean the end of the 
Kazhagam as a political entity. The 
moment it violates the anti-secession 
measure it would cease to exist.. 

I have not become the General 
Secretary of the partv to preside 
over its liquidation. So the Kazha- 
gam’s constitution would be so 
altered as to bring it in conformity 
with the law”. 

In this statement Anna (elder 
brother) as his followers, the Than- 
bis (younger brothers), call him, 
frankly admitted-what almost every, 
body had known all along. The 
Dravida Nad slogan had not been 
meant seriously, embracing as it-did 
not only Tamilnad but Kerala, 
Andhra and Karnataka, in the last 
three of which States the D M K 
did not enjoy more than an utterly 
peripheral influence. The slogan 
expressed the combination of the 
Tamil chauvinism of sections of 
the Tamil middle class and the 
desire for dignity and status of the 
semi-submerged non-Brabmin strata. 

Motive and Mentor 

Nor is this all. The parent body 
of the D M K — the Dravida Kaz¬ 
hagam (D K) with its eccentric 
leader, Periyar Ramaswami Naickcr 
— had also stressed secession. Anna 
and his Thambis had broken away 
mainly because Periyar was not 
willing to countenance his fo’lowers 
participating in such forms of poli¬ 
tics as elections, running municipa¬ 
lities, trying to form governments 


And the' like. Secession was not the 
reason for the schism; the desire 
for political power was. Anno had 
set his sights on the Chief Minister- 
ship of Tamilnad. In making his 
decision, his guide and mentor was 
Rajaji, . 

In dropping completely the 
secessionist slogan the motivation 
and the mentor, are the same. In 
order to exist no party and its leader¬ 
ship can afford to, give up the rea¬ 
son for its existence. If a demand 
is popular and if it reaches out to 
embrace a good third of India, fac¬ 
ing a ban and incurring., .official 
displeasure waukfTiot be overwhelm-- 
jng deterrents. Anna and Rajaji 
have id ways been .short-term rea¬ 
list#;' if we wish to avoid using a 
stronger term. Hence the evolution 
of the D M K now officially into 
the chief constitutional opposition to 
the Congress in Tamilnad with the 
glittering prize of Ministry-making 
as the perspective for the- Fourth 
General Elections. 

What Next? 

Of course, the aim officially now 
is the formation of a closer Dravida 
Union of Tamilnad, Andhra, Kerala 
and Katnataka with as large powers 
as possible within the framework 
. of the sovereignty of the Constitu¬ 
tion. When asked how this differed 
from the Dakshina Pradesh propo¬ 
sal suggested by Rajaji' Anna said 
that Rajaji was for a unitar)' 
arrangement while the Dravida 
Union would have -a federal struc¬ 
ture. Nobody is particularly bother¬ 
ed about these nuances of meaning, 
once secession is officially off. 

The crucial question is where 
, Anna and Rajaji intend taking the 
DMK next. Anti-Hindi agitation 
and ceremonial burning of the arti¬ 
cles of the Constitution relating to 
language are the immediate rere¬ 
monies to be sore through. These 
cannot be indefinitely indulged in 
nor can thev represent any point of 
departure, Rajaii has always been 
ele^r about where he wants the 
D M K — as the Tamilnad branch 
of the Swatantra 'Party, This ha* 
been his strategy on an all-India 
scale: the Raja of Ramgarh’s party 


in Bihar and the Ganatantra Pari- 
shad in Orissa were neatly swallowed. 

The DMK may tread more slowly 
and Rajaji may be more wary but 
without its conversion into the local 
unit of the Swatantra, neither has 
much of a future in Tamilnad. It 
seems to be a feature of Indian 
politics that parties with a strong 
regional bias and popularity inevit¬ 
ably tend towards some all-India 
form as the next stage of evolution. 
One can hazard the generalisation 
that while regionalism will be a 
power for a very long time, regional 
parties will have a much shorter 
span of life. 

v Leftism Not to be Given Up 

The DMK, unlike the Ganatantra 
Parishad or the Ramgarh party, has 
had about it the aura of radicalism. 
Only the other day Anna again 
insisted that friendship with Rajaji 
did not mean that his party would 
not work as a leftist force. Such 
statements are a reflection of the 
fact that, chauvinism apart, much 
of the mass influence of the DMK 
has been the result of its leftist 
demagogy and its identity as a 
champion of the down trodden. 

Insofar as the Congress has been 
the Establishment for full fifteen 
years it has been easy to equate radi¬ 
calism with anti-Congressism—espe¬ 
cially in view of the record of Con¬ 
gress rule. With the emergence of 
a conscious organised Right and 
with the beginnings of open polari¬ 
sation in the Congress such an equa¬ 
tion will not jbe easy to justify. 
With the Communist Party evolving 
to a position of the advocate of 
democratic unity on the-basis of a 
democratic programme, not too dis¬ 
similar from what the Congress 
seems Once again to be drifting to¬ 
wards — and which has the sanction 
of the national movement — it w'H 
be still more difficult for the DMK 
to pretend to a pose of leftism, ally 
with the Swatantra and justify all 
this in the name of the need to 
overthrow the Congress. 

The DMK rank-and-file and its 
mass following are already restive 
and they are likely to grow more 
so in the near future. They are be¬ 
ginning to see where chauvinism 
and indiscriminate anti-Congresaism, 
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comb hied wit^ Oft powerliait of 
their leifilfera, 

— into theparlcmr of the open te 
presentative* of the power of cnib 
*»d land. Some time’ ago EVK 
Sampath led a good and thinking 
■action of the DMK out of fhe 
fwtrty became of the Jeadenhjp'a 
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, Kamamj Plan and After 

'•’* ' v ' ■ ^ ;'Aril Bha«*«ffi»ry« * 

\l ■'. »■■. ft the Congrats is to be a party oj Big bittiness for 'big business, let it Be so and say so openly and . 
sleariy. If 'it a to be a party of the poor ?nd for the poqr .it should seriously get ,down to organising the 
tap4, jjmt oad- induatrudlaboar and the urban youth to fulfil ends, that natter to these seetum of the ptepte, 

i ■ Whehiesstdseue <»> dtehtetalk. andhalp-meestsres, goad intentions expressed as vague generalities, anS 
exfrprtatitme US thp- people- tO.< do something which ts never stated us objective terms. If the Congress pursues 
faiold ptulh $ it, esuR$mte d&erUd by Bath the . riehiand the poor in a not very distant future. 


' -llmextiemists of left asm rijgAfc,hcafi interred <snd extermL It k time the 
<vw$ chooses between friends and foet. 
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T* Kamaraj plan is undott&Mfty What was the good aimed at by re- 
accentuating the difficulties' ip' placing a few old familiar faces in 
was meant to liquidate; It has ,e*> . fSjfew Delhi- and various State capi- 
potod the inner weaknesses of the/ tala by another bunch, of aid fan»- 
Cepggpesa party to public view and liar faces, in New Delhi and various 
|>roug^it the factious fights usually State capitals? Desperate situations 
contacted behind die scenes out in no doubt call forth desperate vtape- 
maiden meetings. This was, of - dies, hut what if these are desperate 
course, expected by. all who did but not' remedies at: all? For how, 
not choose to wear ’blinkers. For is the basic msdaiae from which the 
the factious in; the Congress are Gangless party suffers,, mid ha* been, 
tea]' and cannot be wished away. suffering certainly since independ* 

. ■ ' cnees a malaise which showed itself; 

Hie Greet Renunciation 


when it first tasted power in. 1937, 


Tha only merit that one can now been touched by: thae. forced spate 
■see fftr the Kamaraj plan is that it ofrenunciation and relactant aoDept- 
wos simple and dramatic, meant to .jfanoe wf party work by a few at the 
impress simple people dramatically. 4 top?’ What is, by the way, the work 
People were expected to realise with of the Cbngreas party as a Party? 
a shock that, their image of the What, is its role now?. 

Congress was all wrong. Only yester- Between 1937 and 1947 

day, meef saW m the Congress just 

a group of old people- clinging to. H Pandit Nehru searches among 
power for; God' knows whs* purpose;, his paper*; he will find, a letter be 
getting uied^ to privileges- and seft had written, to Mahatma Gandhi a- 
life, securing jobs and contracts for f ew months after the Congress cathe 
relations and'favourites! And they to power in. 1937 in seven of the 
were found busy quarreling with eleven provinces of what was then- 
other old., people, who in their turn British India. In that letter, he had’ 
wanted to. ewjoy the coveted privi- mentioned; the speedy disillusron- 
leges themselves. And- suddenly **«it of the people, the alliance of 


leges ’ themselves. And- suddenly memX of the people, the alliance ol 
with this, magic plan people were the CongTess ministers With the in 


expected to sa» with, their eyes widc 
open that the some'people renounce, 
yes, actually renounce, everything in 


dustrialists, their - unconcern for 
youth and- hostility towards labour. 
Her had. written of .his own bewilder 


an outburst of Gandbian fervour "meat at the use of the police by the 


and go into, the wilderness to... to 
restore iht* irtmg| of the party be¬ 
fore the puRUiti Was it expected 
that the ministerial renunciation, 
and journey into-the unknown in a 
third class railway carriage without 
bearers and official*; in attendance, 


Congress ministries at the slightest 
provocation given by students or 
labour. He had even resented such 
outrages. That was just after 1937. 

What has happened since then? 
The Congress resolved in favour of 
<4 Ki*an Mazdoor Raj” in 1940 and 


would chaaga the; image. of the went into wilderness. The years of 
party from the sHray, stinking peas- war intervened, and the British. Raj 
pool of the present and restore it with its characteristic concern for 
to its pristine purity? If not, what? the future self-government of India 

. What was the purpose of it all ? withdrew the Congress leaders be¬ 


hind prison bam. The war ragpd 
around thy frontiers of: India, while ’ 
thp country woe, strangled by infla¬ 
tion, scarcity and profiteering and ' 
all-round -corruption. The Congraw 
leaders; ' carried 1 on their protege 
against the war;* safely locked iq 
their prisons;' After the war and: a 
year of Muslim-League terror, came 
partition and independence in that 
order of priority; The erstwhile 
prisoners of the Raj were installed 
in power by an act of the BritiA, 
Parliament to rale over- an India 
ravaged by yearn of scarcity ami 
famine; her middle classes ruined 
by spindling inflation, her channels 
of tradh; chocked and distorted hy 
hoarding; her small artisans forced 
out of occupation by the lack of 
necessary raw materials,, and with 
an administration corrupted by infla¬ 
tion on the* owe hand and unchall¬ 
enged use of arbitrary 'power on 
the other. And 1 to top it all, the 
country was passing through the 
most cruel civil war known in hu¬ 
man. hiitory. Refugees in millions 
fr<»n East and West Pakistan were 
pouring" in with completely different 
sets of problems. 

Congress Has* ffw Even TIMM 

We all know how far these pro¬ 
blems have been solved. No doubt, 
the combined load of these problems 
has been crushing, many of the pro¬ 
blems being rooted in our history, 
There could be no easy solutions for 
many of them. If the Congress had 
gone down in tackling these mani¬ 
fest social evils, and economic mala¬ 
dies, we could have hod no'other 
criticisms to offer- except that fai¬ 
lures are human. What ha* made 
the country bitter is not that the 
Congress party has failed to solve 
almost all the problems facing the 




You or I would ouopoct tho moustachioed foreigner who 
appears on Page Flvs. Or tho oldorly oplnotar who keeps 
Oats. Wo would rooorvo opinion on tho oheorful undorgroduoto. 
And our h«arta would go out to tho beautiful, blond# wlfo of 
tho violently departed. W# would, of oourae, be wrong. Not 
eo K. 8. Ramarstnam, Selection Grade Clerk with Bunmah- 
Bhell, Madras, and armchair detective. By Chapter Four, he’d 
have gueeaed that the ravishing widow murdered her spouse 
to marry the bright young undergraduate. And by book's and, 
he would be proved right 

•iV4m> or coma war 

Remaratnam works In Supplies section. The section plans for 
end arranges supplies of bulk and packed products to main 
Installation* and Depots to mast the day to day demand. 


Demand fluctuates and his section must anticipate... divert sr 
supply, tide over a gap In stock and flax to suit any change. 
'It’s a matter of common sense,' saye Remaratnam, 'applied to 
data and trend*’ 

TTOAY, M ETO, KWLE LIKE UIUUTMM IK VMKIttt FOB YOU 

On Sundays, you’ll find Remaratnam playing cricket With hie 
five tons. Simplicity appeals to him. 'All a man needs,' ha aaya, 
‘is a good job and a happy family.’ As an afterthought, ha adds, 
'And a good "Whodunit" on a rainy afternoon I' 

Remaratnam and people ilka him —at all (avals of respon¬ 
sibility — ere Burnish-Shell. Today, as ever, they are hard at 
work...working to ensure that vltaT petroleum products, 
essential to India’s growth and progress, are brought to you 
at the right place and time, In the right quantities. 



BURMAH-SHELL are People in the service of the People 
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country since independence bat die 
fact that the Congress party has 
not tried to solve these problems 
though it is pledged to do so. The 
Congress party has systematically 
refused to tackle these large natio¬ 
nal problems at their roots. Rather 
than do ,so, it has sat tight on them 
doling out half measures and platitu¬ 
des, weeding out fervour and chill¬ 
ing enthusiasm. The Congress leader¬ 
ship has generated general apathy 
by making promises and refusing to 
carry them out. Facts speak louder 
and harsher than words. Inflation 
goes on unabated. Hoarding and 
profiteering continue,. Hanning 
seems to affect the planners, alette/ 
Unemployment of the educated in * 
largely uneducated country is *t|ll 
rife. This peculiar legacy of tt» 
Raj, a queer but sure mark of 
under-development, is still there to 
remind us how little we have tra¬ 
velled towards economic recovery. 
While Nehru preaches to the stu¬ 
dents to march with the progressing 
world, the world in which the stu¬ 
dents actually live and suffer does 
not march forward' at all. The 
stale world grows even more stale. 
Charges of corruption are levelled 
at the administration from all sides. 
Senior members of the civil service 
are systematically employed as 
company representatives or ‘contact 
men’ in New Delhi and are often 
installed in the diplomatic enclave! 
And yet at the same time the Con¬ 
gress party has kept on talking ad 
nauseum of establishing socialism 
or rather socialistic pattern, of wel¬ 
fare state, of social justice, of equal 
opportunities for all and all the 
other catch-words learned by rote 
from the Fabian bible. 

Talk and Action: the Gap 

For all these years the Congress 
party has been talking in two voices 
or rather has been talking in one 
way and acting in quite another. It 
has been talking for the poor and 
acting for the rich. As a result, 
now that the threat of revolution, 
so large in the years after indepen¬ 
dence, is removed, the rich are 
annoved with its talk and the poor 
are dispirited by its performance. 
Every body seems to recognise the 
Congress party for what the oppo¬ 
sition says it is. 

The rich and the vested interests, 
the mill owners and merchant prin¬ 


ces of Bombay-Ahmedabid-ShoUpur, 
and Calcutta-Aaansole-Junsheapur 
triangles, the sugar barons and 
Thakur sahibs of U P, the well-to- 
do land-owners of Godavari and 
Kistna deltas owning rich tobacco 
lands, the maharajas and rajas of 
various shapes and sizes of Rajas¬ 
than and Kathiawar peninsula, are 
therefore veering round to Swatantra. 
They at least do not talk socialism! 
And in the medley of confusion 
created by the Congress party, 
various opposition parties, who have 
everything to gam and nothing to 
lose, are capitalising on the distress 
of the middle classes, and of the 
. rural people and twisting their just 
grievances precisely against those 
elements in Indian politics 
watch can, if tried seriously, lift 
the country out of the morass in 
which it finds itself. Religious 
obscurantism comes in handy and 
aocial backwardness is always their 
ally. So, planning is reviled, and 
socialism is discredited because the 
Congress party has planned and 
talked of socialism. So much for the 
achievements of the Congress party! 

Kamaraj Plan No Answer 

kamaraj Plan can hardly be ex¬ 
pected to stop this rot. It is fimp 
the Congress party states clearly 
what it wants, who are its allies and 
who are not. We all witnessed how 
much latent energy lies dormant 
among the people of this country 
when the people responded with 
tremendous vigom to the declara¬ 
tion of Emergency in the face of 
the Chinese threat in 1962. If the 
Congress party has a programme, 
it should announce it and go 
sraight to the people. It should, if 
it means business, try to mobilize 
labour and the rural poor, and also 
the urban youth to implement this 
minimum programe which should 
have a direct and positive meaning 
for the people concerned. If it is 
incapable of evolving such a pro¬ 
gramme, well, the Medes and Per¬ 
sians are at the gate and the Saw- 
tantra leaders are not hibernating 
for nothing in air-conditioned com¬ 
fort. It matters little whether one 
discredited Congress politician is 
replaced by another discredited 
Congress politician in any seat of 
power. What is required is a de¬ 
finite and objective programme for 
the country. It is yet to be seen 
if the Congress party has enough 
life or zest left in it to evolve such 


a programme or even to think of it 
It thinks in terms of personalities 
and has now hatched due plan to 
keep the public engaged in jtoiitical 
histrionics for some time to come. 
However, if it leads to some polari¬ 
sation of forces, now concealed 
under cover of platitudes and inani¬ 
ties, even that is welcome. 

For Whom Doe* Congress Stand? 

For, the moment the Congress 
party sets to work, this polarisation 
of forces is bound to take more 
and more clear cut shape. The pre¬ 
sent nature of factions in the Con¬ 
gress, its divisions between ministe¬ 
rialists and oTganization-men, simply 
reveal that the party has long lost 
its principles and juried its objec¬ 
tives whatever they might have 
been once. Now if it sets an objec¬ 
tive before itself and really works 
for its fulfilment, those who care 
for its objectives will be with it and 
those who do not will part company. 
That is as it should be. At present, 
the amorphous and non-descript 
mass of humdrum politicians of the 
Congress party, promising every¬ 
thing to everybody, and believing 
in nothing but the status quo, can 
only perpetuate the confusion, the 
lack of faith and the loss of pur¬ 
pose which characterise the Indian 
milieu to-day. If the Congress is to 
be a party of big business for big 
business, let it be so and say so 
openly and clearly. If it is to be 
a party of the poor and for the 
poor, it should seriously get to 
organising the rural poor and indus¬ 
trial labour and certainly the urban 
youth, to fulfil ends that matter to 
these sections of the people. What 
is ruinous is double-talk and half- 
measures, good intentions expressed 
in terms of vague generalities, and 
exhortations to the people to do 
something that is never stated in 
objective terms. If the Congress 
party pursues its old beaten track 
it is going to be deserted by both 
the rich and the poor in a not very 
distant future. Post-independence 
India has been built on a series of 
compromises in which the poor 
have been consistently on the losing 
side. Hie foundations of this mani¬ 
fold compromise are now being 
challenged by the extremists of left 
and right both internal and exter¬ 
nal. It is time the Congress party 
restates its purpose and chooses 
between friends and foes. 
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•* «M* « Mb human spec* 
to wi ^wfcta ata in the seal* of ,* 
gay that of an 80- 
toan, it would then follow 
that wtat is called the “Neolithic 
to which w« owe agri¬ 
culture «ad cattle raising, pottery, 
ymmht o»d metallurgy, took place 
lit the-year before last, the indus¬ 
trial revolution happened the other 
weejt, andthfe Russian October Revo¬ 
lution'teofc place only 'yesterday . 

In the same scale, the process of 
tbs Outpacing and outdistancing Jzf 
the ‘ economically, underdeveloped' 
-countries, World “B”, by worid' 

. /'A, t ft the highly developed 
countries, wee a matter' of the past 
< week Whefeab the attempts of the 
former to catch Up With the latter 
have hsgiffi only today, under ther 
influence . of the Russian October 
Revolution and the example net by 
socialist industrialisation. 

, ‘ tflft Tears Ago 
1 Although It is very difficult to esti¬ 
mate in retrospect the national in¬ 
comes of different countries, there- 
are,' nevertheless, grounds to hbl*' 
the View that the per capita income 
in the countries of Northeast 
Europe 406 years ago was little 
more than In the Southeast Asia of 
-the present day. > 

The relative superiority of the liv¬ 
ing standards of the average citizen 
of Western Europe oyer those /of 
the average citizen Of Southeast 
Asia in mid-XOth century can be 
estimated as being between 1|3 and 
1]2, particularly so when due .allow-, 
ance Is made for (he climatic diifer- 
ences which make the requirements 
for. a subsistence level in respect of 
food, clothing and accommodation 
slightly lower In a tropical climate 
than in a temperate one. Needless to 
say, we must not forget that our. 
average citizen personifies a prince 
and a pauper in one, representing as 
he does all strata of the society. It la 
very probable that an Indian maha¬ 
raja of-two hundred years ago was 
considerably wealthier than hla con¬ 
temporary German prince; on the . 
other hand, even the talents of Da¬ 
niel Defoe or Charles Dickens would 
have proven inadequate had they 
employed -to describe the 
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Ignacy Sacha 

¥*evtlto state of poverty l&to -Which 
the Bengali craftsmen were driven 
by English competition 

Estimates concerning the' Itfth oen- 
are much more comprehensive 
and meticulous even though they are 
tftffi qhite debatable. 

The one hundred years, of deve¬ 
lopment, coupJftd with a growth fatft . 
of 1.6 per cent In North America 
t*d k bare ft jlb Of one per cent in 
Southeast Arig, resulted In b rapid¬ 
ly growing distance between these 
two regions; according to oalcufe.- 
.dons made by the; Dutch economist 
Zimmerman, the index of this dis¬ 
tance wias 8 6 in i860, and by 1956 
it had risen to 28. Thus, even 
though we do not have precise 
.figures, the dynamics of idle process 
Of differentiation between worlds 
•JA* and "B” and its location in 
time ’become clear enough: the two 
hundred years of a not-too-rapld 
development on the one hand, and 
stagnation hr an infinitesimal 

growth on the ether, plus the tefrffle 
impact of caffipound interest, pW 
duoed tht present situation. 

DotMe Error 

, t 

The assertion that at the time of 
the French Revolution Europe did 
not greatly differ from the rest of 
’ the World so ft? aft the mean nfc- 
tlonal income per capita of popu¬ 
lation was concerned disproves cer¬ 
tain deep-rooted Views ltftffi by non- 
■peclalists. 

Most probaWy such views have 
stemmed from the fact that despite 
our will we tend to assumft the ptft- 
eent-day situation as the point at 
referehce in oUr historical contem¬ 
plations, l » m our reasoning we are 
guided by the Illusion that the rates 
of growth would be uniform all over 
the world and so the relative differ¬ 
ences would remain unchanged. 
While reasoning along these lines 
we commit a double error. On the one 
hand, we embellish the net-too-diet- 
afit past of Europe, and, on the other, 
we are taken in by many fayths 
concerning world "B", myths that' 
have been , the ideological super¬ 
structure of eohmlalism. * 

Thus, dazzled by the lustre and 
splendour of cultural monuments, by 


of the affluence of , :' 
European courts .and burghers' ‘ 
homes, we tend to overlook the pov*' 
erty of peasants. Arid yet, in the 
latter half of the 18th century, even 
the countries of Western Europe' 
were > predominantly peasant coun¬ 
tries, IV is enough to take but a ‘ 
glance ai Young's digry of, Ms tra¬ 
vels in France to reaitoe that (be 
multitude of his imprearions copld 
be dpptiril to XU&to, is -Ore know 'her 
today. Our historical« memory is 
rather poor and it operated on the ■ 
principle of eliminating all that is 
disagreeable. A hundred and fifty. ' 
years' ago, or one year after Napo¬ 
leon's retreat from Russia, such a 
terrible famine afiruck Sweden that 
all MsttrriKmp " were eaten in that 
country. Not so long ago, instances 
bf feeding on tree bark and herb 
roots were not uncommon while the 
famine of .1846-in tiny Ireland lull¬ 
ed a million people and forced an¬ 
other million to abandon the coun¬ 
try and emigrate. At no other time 
in Uiftcfy, avert colonial history, has 
any nation experienced so painfully 
the fatal Consequences of monocul¬ 
ture—bi Ireland’s eftse potato cul- 
Wre. Equally hard to realise is the 
fact that only a hundred years ago, 
due to famines, epidemics and dis¬ 
eases, the mean life-expectancy of 
peftple in the most highly developed 
countries was but 36 years whereof 
it 11 now between 66 and 70 years. 

FaUe Mage , 

On the other hand, the prolific 
pseudo-scientific and travel litera¬ 
ture of the past 160-160 years . did 
plehty to model European pqbUc 
'opinion and imbue - it with beliets 
concerning- the primitivism and 
backwardness of the peoples- of Asia 
Shd Africa. Today we know that 
that image was false throughout and, 
propagated with a view to Justify 
the colonial conquests. The mission¬ 
ary and the colontol administrator 
played chaperdhs, screening the low 
trade pf the soldiery and traders. 
Propagation of the ‘Hrue” . faith 
and the civilizations! mission of the 
whits man constituted an Ideological 
serfteri behind winch violence and 
exploitation prevailed. The feeling 
of a fulfilled duty towards God and 
progress of civilisation flattered the 
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condolence at the well-fed people In¬ 
habiting world “A". Also, the colo¬ 
nisers spared no effort to imbue the 
colonized peoples with a feeling of 
inferiority. It was not without rea¬ 
son that Sekou Toure, the President 
of Guinea, wrote: . ^ . 

“The greatest evil wrought 
upon us by colonialism were the 
attempts to bereave us of all res¬ 
ponsibility for managing our 
affairs, as also to convince us that 
our civilisation was simply a state 
of savagery; in that manner, we 
developed complexes which caus¬ 
ed that we were regarded as ir- 
responsible people without confid¬ 
ence in our own capabilities ”.> 

Superiority Theory Exploded 
Books familiarising us with tlpp 
cultural and civilizational heritage 
of African peoples, such as Basil 
Davidson’s “Old Africa Rediscover¬ 
ed”, are for us today something of 
a revelation. But then, a careful 
study of travel literature until the 
end of the 18th century would in 
all probability prove that the com¬ 
plex of European superiority, so 
notorious in the literature of the 
19th and 20th centuries, was practi¬ 
cally non-existent in those earlier 
times. On the contrary, the wealth 
and pageantry of the East exclj*^ 
the Imagination of the poor fore* 
fathers of the citizens of world "A”, 
and the adventurers colonising Ame¬ 
rica had their peace of mind dis¬ 
turbed by fantastic visions of Eldo¬ 
rado. 

To what, then, shall we attribute 
the. subsequent change in attitude? 
To the ideological needs which have 
been discussed above and to the 
amplified process of differentiation 
between worlds "A” and “B”. 

We have thus located that pro¬ 
cess In the last two centuries. This 
dashes to the ground all theories 
which try to attribute the backward¬ 
ness of Asia or Africa to alleged 
biological differences between races 
or to climatic factors. After ail, had 
those factors been really decisive 
why should they have started work¬ 
ing only in the last "week”? 

Reciprocally Conditioned Processes 
We must now point to the relation 
which exists between the accelerat¬ 
ed economic growth of world “A” 
and stagnation, and In some cases 
even a marked regress, in world 
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“B". Hot having been parallel pro¬ 
cesses, they were, nevertheless, reci¬ 
procally conditioned. 

The capitalist system, rising in 
Western Europe, subordinated to 
Itself and tooik full advantage of its 
hon-oapitalist surrounding, either by 
way of petrifying the feudal or tri¬ 
bal systems in the lands it conquered' 
or by putting to the sword all abo¬ 
riginal population with a view to 
laying its hands on the land and re¬ 
sources that were then "nobody’s”. 

Certainly, the exploitation of the 
non-capitalist surrounding was not 
the sole means of financing the 
European Industrial revolution, but 
the mechanism of colonial depend¬ 
ency ensured that the industrial re¬ 
volution either left the “B” world 
altogether untouched or Invaded it 
only very belatedly, and that in 
spite of the fact that it had shoul¬ 
dered a considerable proportion of 
the costs of that revolut'on. The 
first historical instance of catching 
up rapidly has been provided by the 
Soviet Union. Today, this problem is 
faced by the entire world “B” which 
has in the meantime been emanci¬ 
pated from colonial or semi-colonial 
dependency. 

Tables of Compound Interest 

World “B” is growing impatient, 
and the tables of compound interest 
became the Bible of a sort for many 
economists who have been resorting 
to them in search of an optimistic 
answer. In the long run. the rate of 
economic growth in different coun¬ 
tries will depend on their respective 
strategies of development and on 
objective circumstances. Brazil’s de¬ 
velopment over the past decade 
yielded mean annual rates of deve¬ 
lopment of more than 3 per cent 
per capita of population; a more ra¬ 
tional selection of priorities in India 
resulted in a rate of only 1.5 per 
cent per capita annually, even though 
Brazil’s birth rate was higher than 
India’s. On the other hand, It must 
be emphasised that India’s 1.5 per 
cent rate per capita signifies a 
start forward following decades of' 
complete stagnation. The difference 
between the two countries must be 
attributed above all to objective cir¬ 
cumstances, although it is impossible 
precisely to assess the influence of 
various “objective” and “subjec¬ 
tive” factors. Unlike the physicist 
or chemist, the economist com¬ 
mands no possibilities of perform- 
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tog laboraiorial experiments e g 
he cannot possibly apply the 'In¬ 
dian*' model in Brazil to wait and 
see what happens. 

At the present time, the per ca¬ 
pita income in Western Europe, 

measured In comparable figures_ 

the Rosenstein-Rodan calculations_ 

exceeds approximately four times 
that in South America, six times 
that in the Near East, nine times 
that in Africa, and ten times that is 
Asia. 

Required Growth Rates 

Let us assume for a moment that 
the per capita income in Europe 
will remain at Its present level. 
Latin America would then be able to 
catch up with and overtake Europe 
in the next fifty years provided she 
had a steady development rate of 
3 per cent per capita of population. 
Attainment of the same level by the 
other continents within the same 
time would require somewhat higher 
rates of development, on the whole 
not exceeding, however, 6 per cent 
per capita annually. Adding an al¬ 
lowance of 2.5 per cent annually for 
the population increase, we arrive 
at development rates in the range 
betw^h 5.5 and 7.5 per cent annual¬ 
ly. These are magnitudes familiar in 
the development experience of the 
socialist countries; they are, how¬ 
ever, far In excess of the achieve¬ 
ments recorded to-date by world 
“B”—approximately 1.5 per cent 
per capita annually over the past 
decade—as also far higher than the 
rates suggested by certain bourgeois 
economists who assert, as did Arthur 
Lewis, for example, that a develop¬ 
ment rate of over 3 per cent per 
capita annually would bring on ex¬ 
cessive tensions in Africa and 
Asia. < 

Unrealistic Hypothesis 
Now, our above calculations are 
based on the utterly unrealistic 
hypothesis of complete stagnation 
in Western Europe whereas, on the 
contrary, over the past decade the 
letter has been developing at a 
faster rate than the world “B” coun¬ 
tries. And let us keep this in mind: 
if the lates of growth in “B” coun¬ 
tries were barely to catch up with 
those in Western Europe a situation 
would arise in wh'ch absolute in¬ 
crease in the per capita income in 
world “A” would be considerably 
greater than In world ”B”. Each 
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would be, for .example, ip A*l< 

' ' t , ' ■ * , , „ ‘ , 

v Again, let ua assume that West- - 
■* am ICurope, will cont'nue economic 
* 'development at the rate of 8 per‘cent 
, iper 1 capita annually. This taaejfia to 
, a realistic of perhaps even over- 
optimistic assumption for .the West¬ 
ern European economy. Let us also 
■ propose a decline of 100 year#.for 
1 ; the'.economy of world "B" to qome 
gbreast with that* of world “A”. 
Atti^nhient of this goal would re- 
‘ quire the achievement by the differ¬ 
ent continents belonging to the “B ’ 
wotld of mean rates of per. capita 
growth between 4.B and 6.S per 
cent, of absolute rates of “growth 
betwep fl. 5 and T ..B per pent per 
•capita annually, if we assumed that 

• the mean. rate of qatural Increase 
would to the ahme time decreaae to 

. 2 per cent annually. The required 
rates of growth might be even low¬ 
er, proportionately to a sharpef de¬ 
crease in the rate of human repro¬ 
duction : 

, , Within a Century 

. It ia with mixed feelings that we 
put OBide the tables of compound In¬ 
terest They offer no consolation 
>, whatever for the short, or middle 
run. Nonetheless, they do not leave 
us Without hope for the future, 
showtog, as they did, that the (ba¬ 
lance separating world “B” from 
world “A” can be eliminated in the 
, course of one oentury provided that 
■the development of woyld “B” taJtes 
place within the framework of the 
-socialist economic model. 

If then we vieW the nearest fu¬ 
ture Qf the, "B” world with pessl- 

* inism, shell pessimism does not flow 
from our conviction that the prob¬ 
lems harassing it are impossible to 
solve but rather from the fact that 
so far adequate social' conditions do 
j»ot‘ exist for the implementation on 
a world scale of this extremely diffl- 

' cult task. As J Bernal righUy put It: 
••One of the most inspiring dis¬ 
coveries of our times, has been the 
. finding that human capabilities are 
virt uall y unlimited”. He further ela¬ 
borates on* that thought: a We now 
hays powers at 1 our disposal of 
which we had no imagination be¬ 
fore and which ofTer us hiufih great¬ 
er opportunities than we dare think 
for they either remain intoned. or are 
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India Steamship Co., Ltd., has 
a steady reoordof progress... 
Since Independence, Its ton- 
sage hat increased from about 
83,000 D.W. tone to over 
200,000 D.W. tons—more ton¬ 
nage being still oh order. 

Its services an also extending 
. to <variom trade route*. Aim 
initial consolidation in the 
India-U.K.-Coutinent trade— 
the Company entered th* 
Indo-Soviet service to thn 
Russian Black Sea ports in 


1936 and later to Romanian 

» In 1959 the Company 
still another link in the 
oversen with South America, 
and in I960' it extended its 
service to Poland. - , 

Their experience find reputa¬ 
tion for Asst, efficient and 
dependable service built on toe 
personal care given by their 
experienced officers and crew 
to toe cargo entrusted to them, 
have earned them the goodwill 
of their customers. 
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•T SMXA STtAMSHtf COMPANY 

ammo son its cargo cars. smcisucY. deknoasmjtt 

STEED AND MODERN IMPS MW.T TO SUIT THE NEEDS OS THI TRAD* 
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ar ihMne with inoia steamship company. 
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tXCHANOE POIt INOIA 
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", /JTIE bull reign* supreme ever the , 
,'•4 ^ / stock market. PoLticaj uncertain.' 

V ties have been completely pushed . 

1 into the background. The stock mar.' 
• ’ ket bull rio longer pays any serious 
attention to reports of concentration 
of Pakistani forces along the east¬ 
ern, border; nor does he feel uneasy 
Over the unhappy situation in Kash- 
« jnir. Fortunately for him. it is ah 
, ’quiet on the northern border* 
though Peking’s attitude is as hos* 

, tile as before. And strange as. ft 
.' 'might, seem, the stock market ha* 
.taken hardly; apy notice of the de- 
* liberations at the recent AIGC 
session at Jaipur. 

It is all because there has come 

• about a distinct change in the mood 
of the market. The. change Is easeri- 

, tially psychological. Shri Krishna- 

* machari can take credit for having 
created the psychology of confidence 
mainly through tlie magic of words. 
Relaxation of credit is about the 
only concrete measure that he has 
taken so far and its implications 
can be easily exaggerated. The stock 
market has taken it almost for 
granted that T T K will soon -— in 
November perhaps—anndunce some 
fiscal concessions like the abolition 
of the super profits tax in order to 
restore the confidence of the cor¬ 
porate sector and give a boost to 
the investment market. The way 
some of the influential Operators 
havy. been accumulating ‘long’ 
positions and Sitting tight over 
them in spite of the spectacular 
rise in prices over the past few 
months has encouraged the view 
that the influential buying j* really 

, ‘informed’ buying. Not unlikely. 
That is probably the main reason 
tvby the normal process of techni¬ 
cal adjustment has so long been 
. delayed. Thq market continues to 
scale new, peaks week -after week. 

Some of the prominent operators 
have a firm hold over the market. 
Occasional profit-taking continues 
to be quickly absorbed without pro¬ 
ducing any noticeable setback in 
prices. The pgee of advance - has, 
however, now • slowed down consl- 
derably. Professional -speculators 
, can certainly rig up price*,' without 
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much difficulty perhaps. But, they 
will hgve to struggle hard to cajolb 
the outside public to .follow the rise 
if the market is'not allowed to take 
a payee Jor - necessary technical 
adjustments. The rise is steep enough 
to make the market’s technical posi¬ 
tion suspect. 

Cotton ' >', ■ 

Speculation over Buffer Stock 

gENTIMENT in the cotton market 
■ continues to be swayed mainly 
by speculation over the buffer stock 
scheme. New Delhi ha* been toying 
with the idea of a buffer stock for 
quite some time; it has also had 
discussions with the textile industry 
on the subject. But the Government 
has yet to make up its mind on how 
exactly the scheme is to he imple¬ 
mented. Indigenous production of 
cotton is lagging far behind the 
Plan schedule and domestic suon'y 
has to be an smented with sizable 
imnorts, the foreign ‘exchange diffi¬ 
culties notwithstanding, in order to 
i meet the industry** steadily crowing 
, needs. In a situation like thiij, the 
. idea of a buffer stock does not really 
make roiKh sense. Since there is 
nothin* like an excess of supply, 
the buffer stock scheme >s to be re¬ 
garded merely ns a price support 
measure,, Thoueh there has been no 
authoritative pronouncement go far, 
Pre<ts rnnnr+a emonstdrur f-«m New 
Delhi ind’cnfe th»t the buffer Btock 
scheme is intended to surmort the 
market whenever cotton prices de¬ 
cline hv more th’n Rs 50 to Rs 100 
, nor cendy below the statutory ceiling, 
that is, almost around the current 
: levels. It mip-hf he mentioned be.re 
that the spread between the ceiling 
and floor prices is Rs 247 per candy. , 

Whether cotton prices should be 
sunnorted at such bw-h levels —- 
' higher than world parity — in order 
to encourage -the grower to produce 
, .more cotton is a debatable point. 
It is extremely unlikelv that the 
"price factor alone can help boost 
production -which depends mainfy 
on the unpredictable Weather, irri¬ 
gation facilities, fertilisers, 
pest control measures, etc. 


v Regulating Authority 
Latest reports from New Delhi, 
suggest that the byftet stock agency 
will be set ap‘By-thq Indian Cotton 
Mills' Federation and not by the 
Government, This is ridiculous. 
Since the buffer ■ stock scheme is[ 
basically-a price support measure, 
its implementation cannot be en¬ 
trusted to the industry yyhpsc into- *• 
rests are at variance with those of 
the cotton growers, except in the 
sense that thq welfare of -both the 
cotton grower 'and the textile in-; ■’ 
dustry lies in increased production * 
of cotton. It is pne thing, to. toko 
the ipdustVy into full confidence 
and thrash cut the buffer stock 
scheme before putting it into opera- 
tion but quite another to entrust the * 
industry with the implementation 
of the scheme.l Even as if is, the 
Operation of the buffer stock scheme - 
is beset with many difficulties and 
the 'position is likely to be further 
Complicated if the operations aVe to ' 
be. contmHed by the Indian Cotton , • 
Mills’ Federation. Buying for the 
buffer stock is bound to have an • 
impact On ’prices and there is a . 
danger that the' operation of, the 
buffer stock Scheme by the Federa¬ 
tion will place certain mills Jn a 
more advantageous position than -/ 
others in regard to carrying out ;, 
thier normal purchases. - 

^ • 1 i 

In view of -the continuing u.noer- 
taintv about the buffer stock scheme, 
activity in the spot cotton market 
remains restricted. Merchants seem * 
unwilling to enter into large com-, 
mitments until they, get t to know 1 
how exactly the buffer stpc^ scheme 
i$ going ta be operated. M'lls too . 
have preferred to eat into their stocks 
td making fresh nurchsscs* rsnecial- 
, ly whep the simply position -s known * 
tq be reasonably-comfortable. Cur¬ 
rent estimates about this new rrrry 

range’ between 55 lakh and 58 lakh 
bales. Mills have been keenirje off 
the market for quite some time and 
it wou'd be reasonable to think 
that their stocks which had come 
down from 20.35 lakh bales at the 
end of May to 17.88 lakh bales by 
seed*, r the end of August mu9t have-regis¬ 
tered a further decline in September 
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Branch at: "K" Block Chawdhary Bid*.. Connaught Circus. New Delhi. Associated Offices: 
U.E.C. (madras) Pvt ltd. ‘Dlnroxe Estate'. 2/17- G. Mount Rd., Madras Z IA.E.B. (Mysore) 
I. S4-Ss. Sliver Jubilee Park Road, Bangalore City. I.A.E.C. (Hyderabad) Pvt Ltd. 


Pvt. ltd. 

Barman Bldgs., Gunfoundiy, Hyderabad. LR.E.6. (I 


i) Pvt ltd. 5 . Mission Row, Calcutta I. 
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ket is tck. be support^ *4 prices R» 
■50 to Rs 100 Jbolow the ceiling rates. 

Oilseed* „ « . 

Firtn oil Export Ideas 

^FTER early heaistancy the oil¬ 
seeds market last week - deves 


■,'>«*> .Ataifer.'it is tbeWsfore u^lik^y, 
y; that hulls can': afford *to keep 
‘/dff . the market mkcfL longer, ’ Spin-. 

ner iafuity should pick, up apprtcia- 
1 lily la coking weeks. This should " 

! -impart strength to the market in ’ 

> spite of the increased flow ’of arri¬ 
vals-in coming wdeks. . The Govern-. UUU&PI 1091 WCTIV - UBVC5 

,,< Went .will be well-atfvised to finalise , loped a distinctly, steadier tendency 
the buffer stock scheme at the ear- . though the net gains- over the week 
liqst in order to enable the, trade , r were rather' small. Groundnut 
antf the-industry to pike a proper January improved frqro Rs 214.87 
view of the market and plan .their *tp Rs 216.50, castor March, from 
■■ operations. Rs 165.37 to R$ 167 and linseed 

fir' t , r n- , . . „ , March from R s 3612 to Rs <36.41. 

* Ne m W , 0elhl f % decm ^,, “ i^tng Cottonseed futures and groundnut 
resumption of forward dealings in . . “ 8 ,:., 

\ » • expel lers were, however, slightly 

t down over the week at Rs 96 and 

welcomed and it should help growers d„ m n , . .- D ■, D 

K ^ ardErr 

Icapas' had been imposed on lat” ^' ?“<* *"“* 

November 1902 when xotton prices "9***? wh ° 

r present dominating the scene had 


mx t 


_ 


tfc-T 
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pierced the ceiling because of the 
record l«jw carry-over from the pre¬ 
vious season. The forward Markets 
‘Cpininission is considering the 
possibility of bringing ‘kapas’ under 
the regulatory , provisions of the 
Forward Contracts. Act. This is as 
it should be., If speculation, is to 
be permitted,, it has got to he pro¬ 
perly regulated. 

Cotton “consumption during the 


not been carrying heavy “short” in¬ 
terest in groundnut. Tfiey have 
continued to 4 bear’ the market in 
spite of the encouraging export per¬ 
formance which has imparted, con¬ 
siderable strength to the spot mate¬ 
rial. They are powerful enough 
not to give in easily, but that is 
quite a ’different story. 

Iti a way it is good that the 


Cotton consumption during the, , 7. 

1962-63 season ending with August ' , ,n « speculators are beanshly 
is placed at 56.71 lakhs bales com 4 ™ hned becau8e 11 makes « ea8ier 
pared to 56.88 lakh bales in the 
preceding season. While consump- 


tioh of Indian cotton increased from 
- 47.09 lakhs bales to 47.90 lakh 
•bales the off-take of foreign cotton 
was lower at 8.81 lakh bales against 
9.79 lakh bales. Stocks with mills 
at the end of August comprised 15.76 
, lakh bales of indigenous cotton and 
2.12 lakh bales of foreign cotton. 
The corresponding figures for the 

E revious month were 16.96 lakh 
ales and 2 lakh bales. 

Trading in' cotton ‘futures last 
weak was an unexciting affair. After 
fluctuating irregularly between Rs 


for exporters to effect sales abroad 
if domestic prices remain on the 
low side, But speculators can do 
no more than influence short-term 
price movements. The way new crop 
arrivals ore being absorbed by cru* 
sliera, vanaspati manufacturers and 
shippers, the market is likely to 
develop a firmer tendency with 
time. Export houses reported fairly 
large business in groundnut oil last 
week. West Germany and Holland 
were mentioned as the main buyers 
and prices realised' were around 
£ 100 to £ 101 per ton. Prospects 
of further large business are con¬ 
sidered to be very promising. Ship- 


system cornea in. To gel over 
difficulties, the Conference Lines 
should be made to do away with 
the deferred rebate syBtem. 

Apart from groundnut pil, cem- 
siderable business is reported to. 
bav'e been put through in ground¬ 
nut H P S recently, which, o( 
course, is quite normal for this 
time of the year. Indian ground¬ 
nut H P 5 continues,to be popular 
with the overseas customers. The. 
price realised by Bold variety last 
week was mentioned around £ 85 
per tonne, Export business in 
groundnut extractions continues to 
be miintajned at a satisfactory level. ' 
It is expected to pick up appreci¬ 
ably shorty with ffie revival of buy¬ 
ing by Communist countries. Japan 
also continues to figure as an im¬ 
portant buyer. 

Cafetov oil has also been attract¬ 
ing increasing attention of late. The. 

U K was said* to hive purchased 
some 500 tons last week and; it paid 
about f 108 pier ton' for Commercial 
grade oil. Shipments of castor oil ■ 
this year are likely to exceed 35,000 
tons, with the Communist countries - 
accounting for nearly two-third of 
the total business. Fresh business 
for prompt shipment is said to be 
limited mainly by the scarcity of 
castor' oil in the local market. The ” 
continuing strength in the spot mate-, • * 
rial has led to some revival of spe¬ 
culative interest in castor futures 
and the March contract has risen to * 
Rs 167.87 the highest level for the 
season; the latest, quotation is only . 
a litle lower at Rs 167. While lin¬ 
seed cake continued to be neglepted, 1 
brisk business was reported in 1 
cottonseed cake. The U K and the 
Continent were the main buyers 
and they paid up to £ 32-10 per t»n 
for decorticated cake. 


-,- D --O-; --. , '“f! piuuuttiug, OIJjp* 

699 and Rs 694 during the earlier pers, however, complain that they 

no rt rtf tkn MiMinlr Jnill vsfl __ _ • .i \ • • 1 ■ > -. a. 


part of the, -week, cotton futures 
(March contract) unproved to Rs 
702.75 on short covering and re¬ 
newed bull support based mainly 
op ideas of buffer, stock. With the 
supply position being what it is — 
hot uncomfortable of course — 
thefe is hardly, any . scope for a big 
fall in cotton prices if the Govern¬ 
ment is to implement its buffer 
•Stock scheme, especially if the, mar- 


are experiencing Considerable diffi¬ 
culty in booking freight with the 
Karmahom Conference Lines. It 
would be most unfortunate if export 
business were to suffer for want of 
adetoiate.freight. If the Karmohom 
Conference cannot provide all the 

freight shippers need at any time, 
the Conference must be compelled 
to issue immediate dispensation. 
This is-where, the deferred rebate 


Modelia Woollens 
]JfODELLA Woollens has made a. 

substantial progress during the 
year ended June 30, 1%S and has 
stepped up the dividend from 4 per¬ 
cent to 6 per cent which is payable - 
for the whole year on the increased 
capita! of Rg 51.67 lakhs (Rs 30.83 
lakhs) although two calls of Rs 2.50.. 
each are due to be paid only in the 
current year. Profits of die Com¬ 
pany during the year, after provid¬ 
ing higher depreciation at Rs 5.24 
lakhs (R» 2.02 lakhs) have more 
than doubled. 
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Known and trusted on every Continent 
of the globe, the trademark ‘Sanforized’ 
can boost the export of Indian cottons 


Over 400 textile firms in 40 
countries are licensed to produce 
Fabrics bearing the trademark 
‘Sanforized’. It is known and 
trusted by millions of consumers 
the world over. To them and 
to the textile trade ‘Sanforized’ 
signifies a reliable, uniform 
standard of shrinkage control. 
This standard is rigidly enforced 
in India, as everywhere else, by 
the technical representatives of 
Cluett, Peabody & Co. Inc., 
owners of the trademark. 



Cotton cloth that is labelled 
‘Sanforized* has the identical inter, 
national standard of pcrfoimance 
- it will not shrink out of fit. The 
trademark can give a tremendous 
boost to India’s export of cotton 
textiles. It can help the industry 
to touch - perhaps exceed - (he 
Third Plan target of 800 million 
yards of cloth for export and thus 
earn valuable foreign exchange. 

Issued by Ouett, Peabody 8c Co., Inc. 
{Incorporated In the U.S.A. with limited 
liability} proprietors of the registered 
trademark ‘SANFORIZED’. The 
trademark proprietors use the trademark 
‘SANFORIZED*, or permit its use by 
authorised registered users, only in respect 
of tested fabric which meets the trademark 
proprietors’ strict requirements 
as to residual shrinkage. 
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For information: ‘Sanforized’ Service, f>j, Marine Drive, Bombay a. 





Badness Notes 


Great Eastern Shipping 


1JEP0RTS of shipping companies receiving payment from the share- 
' which have so far come out holders. The tax on bonuB issue esti- 


Noveo&er?* {IMS 

made headway according to plans 
due to delay in getting imports of 
components. The Company is having 
further plana to take up manufac¬ 
ture of other types of lathes and 
machine tools. 


have surpassed general expectations*. 
and shareholders have been glad¬ 
dened by a sudden jump in the 
share values. Shipping companies 
appear to have turned the comer 
and come into, their own, justifying 
the revival of activity in their shares 
in recent months. 

The performance of Great Eastern 
Shipping during the year ended 
June 30, 1963 is highly impressive. 
The gross profit has increased by 
about 70 per cent from Rs 74.30 
lakhs to R^ 126.41 lakhs, and the, 
net profit by more than three and 
a half times at Ra 57,24 lakhs (Rs 
12.32 lakhs),. The substantial rise in 
profits has been the result of larger 
freight and charter hire earnings 
which rose from 3.25 crores to 
Rs 4.51 crores, ie by about 39 per 
cent, making a new record for the 
Company. 


mated at Rs 5 .62 lakhs will be met 
from General Reserve No 2. 

The decision to pass over the divi¬ 
dend and issue bonus shares has 
been taken by the Directors with 
the object of expanding the capital 
base of the Company to entitle them 
to larger borrowings and enable them 
to go ahead with their expansion 
schemes. In fact, the Company has 
already In hand expansion plans in¬ 
volving an expenditure of about 
Rs 1.7 crores whereby It hopes to 
increase the freight earnings by 
about Rs 1.50 crores a year begin¬ 
ning from 1964-65. The current 
year’s earnings of the Company are 
reported to be even more favourable 
than the year under report and the 
shareholders can look forward to 
the future with greater optimism. 

Mysore Kirloslcar 


The Managing Agents have earn- M* 8 ° RE ™ TlOBk *r we » 

ed a commission of Rs 5.07 iakhs H ! IT 1°' 

. ^ t, . 1963. but has effected a cut in the 

as against Rs 1.05 lakhs in the pre- ...... ^ 

_ , . dividend from 12 to 10 per cent due 

vious year. Depreciation has absori£-.^\ ., • . , , , 

a, .*>„ no M ,„„»,„?%.> hl e her ta * provision and increase 

in capital. The turnover of the Corn¬ 


ed Rs 64.10 lakhs (Rs 60.93 lakhs). W 
Development rebate reserve has 
taken away Rs 51 lakhs (Ra 16 
lakhs). The Company has no tax 
liability for the year on account of 
the substantial development rebate 
allowance to which it Is entitled. 


pany has increased from Rs 181.17 
lakhs to Rs 223.20 lakhs, the gross 
profit from Rs 42.48 lakhs to Rs 
85.08 lakhs and the net profit from 
Rs 10.06 lakhs to Rs 13.03 lakhs.. 


Out of Rs 7.29 lakhs left after 
various allocations, including the 
balance brought in from the previ- 
out account, the Directors have 
transferred Ra 6 lakhs (Rs 1 lakh) 
to General Reserve No 2 and have 
not declared any dividend. But they 
have decided to capitalise a sum of 
Rs 45 lakhs (utilising fully the 
amount of Rs 25 lakhs lying in the 
Capital Redemption Reserve Ac¬ 
count and drawing Rs 20 lakhs 
from General Reserve No 2) and 
issue bonus shares subject to the 
consent of CCS. In the case of fully 
paid shares of Rs 10 each, one new 
share of Rs 10 will be issued for 
every two fully paid shares held, 
and in the case of partly paid shares, 
in which Rs 5 is paid up out of 
Rs 10, the amount paid-up per share 
will be raised to Rs 7.60 without 


Taxation provision has absorbed 
Rs 27.40 lakhs (Rs 15.95 lakhs) and 
development rebate reserve Rs 6.08 
lakhs (Rs 1.45 lakhs). Allocations 
Include; General Reserve, Rs 1.05 
lakhs (Rs 20,000): Replacement and 
Rehabilitation Reserve, Rs 2 lakhs 
(nil); Contingency Reserve Rs 2 
lakhs (nil): Debt Redemption Re¬ 
serve Rs 1.25 lakhs (Rs 2 lakhs). 
Managing Agents have earned a 
commission of Rs 4.71 lakhs as 
against Rs 3.15 lakhs in the previ¬ 
ous year. Depreciation has absorbed 
more at Rs 13.86 lakhs (Rs 11.86 
lakhs). Preference and ordinary 
flivldend will take away Rs 6.75 
lakhs (Rs 7.90 lakhs). 

The Company has maintained its 
progress in the existing lines of 
manufacture, but the production if 
Capstan and Turret lathes has not 


Money Market 

Thursday, Morning 
JNTER-BANK call money turned 

easier towards the end of last 
Week from 2 to per cent. This 
was not, however, a sequel to the 
Reserve Bank's announcement of a 
liberal credit policy from Novem¬ 
ber 1. The returns of scheduled 
banks as of October 25 indicated 
an easier trend in the weeks fol¬ 
lowing," Bank credit which had 
been rising every week, though in 
varying measure, since September 
20, and expanded by Rs 20.50 cro¬ 
res by October 18, declined by Rs 
7.05 crores in the week ended 
October 25. Deposits which were 
slow to move up in the preceding 
weeks showed a sharp rise of Rs 
17.49 crores. And banks disinvest- 
ed securities to the extent of Rs 
'9.70 crores. Thus the liquid re¬ 
sources of the banks increased so 
considerably that they were en¬ 
abled io swell ' their balances with 
Reserve; Bank by Rs 38.57 crores 
and place on the call market Rs 
59.75 crores, i e, Rs 2.96 crores 
more than in the - previous week. 
Demand for credit which showed 
a tendency to pick up early in 
October tapered off by the end of 
the month. As a matter of fa- t. 
although November 1 is officially 
the* beginning of the busy season, 
demand usually does not pick up 
during the month, and this feature 
is noticeable this year also. 

The prevailing comfortable con¬ 
ditions in the money market are re¬ 
flected in the receipt of larger ten¬ 
ders than usual for Treasury Bills, 
during the current week, amount¬ 
ing to Rs 3.03 crores. The average 
rate of discount available was also 
lower at 2.310 as against 2.318 
per cent. This apart, the inter¬ 
mediates sold rose to Rs 8.10 crores 
from Rs 6.59 crores. 

Reserve Bank’s statement as on 
November 1 shows that during the 
week ended, scheduled banks with¬ 
drew Rs 19.77 crores from their 
balances with the Reserve Bank, 
and their borrowings were nominal¬ 
ly Higher by , Rs 29 lakhs. This 
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wwdd . rtrengthep thefrCMhweour- 
mtd former. 

■ Their could not have, been any 
keen demand for fund*.. The slack- 
,ii«» hi* demand is apparent from 
a further \ contraction of active 
note* during the week i>y Rs 7*46 
eroree, although the Reserve Bank 
increased its note* and coin* in 
the till by Rs 7.76 crores, ' 
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(3&ntril O ovart wyaBr" deposit*. 

. Were only fractionally -higher,/by 
Rs 71 > lakhs; While those of die 
State. Governments fell by R* 7.43 
ci ores. Governments’ borrowing* . 

were up by Only Ra 83 lakh*. The 
fall in the deposits of scheduled 
bank* and Governments are reflec¬ 
ted in the fall in the holdings < of 
Treasury Bills and Investments by 


Ra'^12.«^o*ee add 
respectively.. Foreign'' b*£reta*» "life/ 
dow-g 'by ft*. 2.63 Cscbe* while for- : 
eijtpn securities h*V* Tettaairtftd Un* 


At the .end of the $hck eeason,' 
it will be of interest, • to v compare 
the resources position of Scheduled 
banks ■■ with .that ,ft' year , ago* , • ^ 


In every modern Industrial enterprise, there 
is a man who specialises in buying. He is a 
main of experience and is constantly posted 
with information on the performance of, the 
products he buys. He demands an uncom¬ 
promising standard of quality—-whether in 
machinery, raw materials, accessories or other 
equipment. 

punlop products are sure to interest such a 
discriminating buyer. 


the man 


Tyres and Tubes for automobiles, ' 
aircraft, earth moving and cons¬ 
truction equipment,- tractor*, 
animal drawn vehicles, trolleys, 
barrows; Accessories, repair arid 
retread materials; Cycle Rims; 
Conveyor. Vee and Transmission 
Belts; Braided Hoses; Industrial 
Adhesives; Dunloplllo cushioning. 


DUNLOP 
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Oct 26, Oct 25. law 4 
1962 1963 D*cr— 

{In crons of Ruptes) ,J 


2052 

2234 

+ 182 

■o 

1386 

1469 

— 83 

r u‘ 




W C' 

9 

2 

— 7 

f- : 

77 

114 

>' 4 ‘ 

+ 37 


48 

56 

+ 8 

Kb 

713 

759 

+ 46 

o 




■Li" 


ffliljTK'W 
with RBI 
Cash 

Investment* 


The above table will show that 
with a substantial rise in deposits by 
Ra 182 crores and a contraction in ' 
advances by Rs 83 crores, the 
banks’ resources position has so 
much improved during the past 
year as to make it possible for 
them to reduce their borrowings 
from Reserve Bank by Rs 7 crores 
to a very small figure and to swell 
their cash and balances with the 
Reserve Bank by Rs 45 crores and 
to augment their investments in 
Government securities by Rs 46 cro* 
res. It is therefore clear enough that 
the resources position of scheduled 
banks at the beginning of the current 
busy season is comparatively much 
better than in the last year. Besides, 
chances are that deposits may 
grow further. Banks will there- 
fore be able to meet the additional 
credit needs of the ensuing busy ,ijj> 
season without strain, and more so 4 
with the additional credits to be 
made available to them by the Re¬ 
serve Bank, and at the same time 
to keep down the credit deposit 
ratio within limits. The ratio is 
now relatively lower at 65.77 per 
cent compared with 67.53 per 
cent a year ago, and 77.8 per cent 
hi March 1963. 

The securities market ruled 
steady during the week with little 
change in prices. Short-dateds con¬ 
tinued in demand. With easiness in '* 
the money market, demand may ‘ 
broaden a little. Now that sche¬ 
duled batiks’ borrowing limits have 
increased, they will have less need ■ 
to unload government securities to 
meet the needs of the busy season. 

In the circumstances, the giltedged 
market may be expected to main¬ 
tain strength. 

(In the 'Money Market’ column 
in the issue of November 2, on 
page 1843, column 2, line 18, the 
figure *86’ should read as 7.86’). * 


HOW TO ORDER ABOUT 
2476 PERSONS 

WITHOUT BEING AN EMPEROR 
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The moment you open-a current 
account with Union Bank, you ■> 

acquire the right to order about 2476 ^ 

fully trained banking personnel in its j 
many branches. "Pay my children’s ~ 

school fees regularly," you say. (Yes, :» 
Sir). "Pay my car taxes every o 
quarter." (Yes, Sir). "Remit my insu- o 
ranee premiums yearly." (Yes, Sir), o. 
"Collect the dividends on my d 

shares." (Yes, Sir). ■? 

Prompt, unquestioned and never- ^ 

failing obedience to your wishes. > 

Open a current account with Union fj 
Bank and feel like an Emperor. 






% THE UNION BANK' of india ltd. . ^ 

G 66/80 Apollo Street, Fort.Bombay - Branches all-over India ! ^ 

Telex contact with countries ell over the world 

f ire; nation needs your savings ; J 
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STATISTICS 




RANKING RETURNS 


(Rs crotet) 


Reserve Bank 

Novi 

Oct 25 

Oct 4 

' Nov 2, 





*02 

1 Note circulation 

2243.92 

2251.38 

2220.69 

2063,70 

2 Rupee coin 

120,95 

126.65 

12328 

12124 

3 Deposits 


■ 



(a) Central Govt 

48.68 

47.97 

7829 

49.95 

(b) Other Govts 

,7.37 

14.80 

2.64 

10.08 

(c) Banks 

101.10 

120.57 

77.92 

74.13 

(d) Others 

16S.77 

161.13 

• 165.68 

160.15 

4 Foreign. securities 92.46 

92.46 

92.46 

88.08 

0 Balance abroad’ 

7.31 

9.94 

6.60 

5.54 

6 Rupee securities 

-1939.31 

1039.31 

1914.31 

1758.29 

7 Investments 

230.10 

286.70 

17S27 

169.80 

8 Loans and advances 



> 

to Govts * 

64.22 

63.48 

86.50 

40.53 

9 Other loans and 





advances 

138.65 

138:79 

144.57 

151.90 

Scheduled, Banks. 

Oct 25 

Oct 18 

Sep 27 

Oct 26, 

1 Aggregate 




*62 

Deposits (net-) 

2233.56 

2216.07 

2215.45 

2052.05 

Demand (net) 

974.75 

932.80 

968.97 

800.39 

Time (net) 

1258.81 

1253.27 

1246.48 

1246.07 

2 Cash In hand 

56,46 

56.98 

50.92 

47.78 

3 Balance with 





Reserve Bank 

113.77 

75.20 

81.50 

76.55 

t (2)4-(3) as % 





of (1) 

7.62 

5,98 

5.98 

606 

5 Borrowings from 





Reserve Bank 

1.88 

1.94 

1.86 

9.35 

(a) Against usance 




bills and/or pro 




mlssory notes 

— 

— 

0.10 

7.39 

(b) Others 

1.88 

1.94 

1.76 

1.96 

, 6 Advances 

1237.66 

1246.51 

1233.15 

1175.67 

(a) State Bank 

233.87 

236.80 

238.39 

254.12 

(b) Others 

1003.79 

1009.91 

996.76 

920.95 

' 7 Bills discounted 





(a) Inland 

173.98 

173.10 

168.07 

159.50 

(b) Foreign 

57.31 

56.39 

50.90 

5123 

■ (c) Total 

231.29 

229.49 

218.97 

210.73 

(1) State Bank 16.65 

14.95 

1368 

15.18 

(ii) Others 

214.64. 

214.54 

205.09 

185.56 

8 (6) + (7) as % 





Of (1) 

65.77 

66.60 

65.54 

67.53 

9 'Investment in 


, 



GoVt securities 

759.34 

760.09 

779.43 

712.50 

10 (ft) as % of- 11) ' 

34.00 

,34.71 

35.18 

34.72 


Bombay -Money Rate* 

(Ptr cent per annum) 


Call money 

Oct *5 

Oct 18 

Sep 27 

Oct 26, 

’66 

. from- Bank* 
Deposit# , s 

2.49 

,2.50 

2.02 

2.00 

■ Sevwtdays 

3.00 

8.00 

3.95 

6*6 

Thrde months 

— 

— 

-V 

— 

Six. months 

1876 

3.75 

3.75 

3.75 

3.75 

H k i 



INDEX NUMBER OF 

' (Ba*au 1952 ^ 53 = 100 } 

WEBKE24DING .,.V v: w 
28-9.63 21-9-63 21-8-63 2WM52 

188.7 189.6 139.8 

117.0 117.0 ■ -- 318.1 

112.2 11L2 106.4 

113.6 111,0 14115 

126.3 120.2 128.4 

163.1 154.2 154,7 

146.5 160,0 103.7 


Group A Sub-Group 
Food Article* 
Cereals 
Pulses 

Fruits A. Vegetables 
Milk A Ghee 
Edible Oils 
Fish, Eggs A Meat 


lllj 
12A8 


Sugar A Our 
Others 

Liquor A Tobacco 
Tobacco ' 

Fuel, Power, Ugh 
Lubricants 
La dust rial Haw 
Materials 
Fibres 
Oilseeds 
Minerals 
Others 

Manufacture** 
Intermediate Products 
Finished Products 
Textiles 
Cotton 
Jute 
Woplleh 
Bilk A Rayon 
Metal Products 
Chemicals 
Oil Cakes 

Machinery & Transport 

equipment 

Others 

All Commodities 


217.4 

220.4 

.212.9 

mi 

182,7 

182.7 

18L0 

109.0 

118.7 

118.7 

1182 

HM 

905 

115.8 

g 

116.8 

1152 

1392 

1382 

- 1392 

1212 

140.2 

140.4 

141.7 

140.1 

130.4 

132.0 

133.6 

130.0 

164.9 

100.7 

100.4 

100.0 

91.5 

91.0 

91.5 

93,4 

121.3 

1213 

125.4 

124.7 


181.1 

1892 

129.8 
128.0 

135.9 

102.0 

156.6 
136.3 

163.7 
117.1 
165.0 

123.9 
128.6 

180.8 


181.1 

189.2 

129.8 
128.0 

185.9 

101.3 

156.6 

137.5 

163.7 
117.2 

165.6 

123.9 
128.0 
130.5 


131.0 

189,8 

168.0 

127.6 

135.5 
99.8 

150.0 

140.1 

163.7 
117.4 

164.8 

123.9 

128.6 
130.0 


129 Jt 
MZ.0 
126,9 

125.4 
129.1 

111.4 

141.3 

133.4 
161.0 

116.5 

164.6 

117.4 

125.3 

180.0 


End of 

Foreign Exchange Reserves 

(Rs Lakhs) 

Variations over 

the previous 

Amount 

yrar/month 

1963: Aug 

257,19 

— 5,04 

July 

262,25 

— 26.75 

1962: Aug 

240,44 

— 2,92 

July 

243,36 

+ 2,11 

1962-63 

295,10 

— 2,21 

1961-62 

297,31 

, — 6,30 

1960-61 

303.61 

— 59,26 

1959-60 

362,87 

- — 16,05 

1958-59 

378,92 

— 42.30 

1957-58 

421.22 

—259,88 

1956t57 

681,10 

—143,51 

1951-52 

786,69 

—164,72 


Source i Reserve Bank of India.. 


Production of Petroleum and Petroleum Products 

(’000 Metric Tens) 



July ;63 

June *63 

July ’62 

1962 

Crude petroleum 


123.2 

92.3 ' 

(Average) 

85.1 

Petroleum products 
Light distillates 

135.1 

119.1 

107.0 

96.8 

Kerosenes 

129.1 

123.0 

105.4 

97.3 

Diesel* 

171.5 

162.5 

153.3 

149.7 

Lubricants 

2.6 

3-‘6 

1.4 

2.1 

Bitumens 

33.6 

23.8 

31.5' 

30.7 

Heavy ends 

L01.4 

209.1 

. 180.0 

162.9 

Others 

; 8,7- 

9.5 

11.9 - 

. 10.7 . 

Total of petroleum 
. products 

672.1 

650.6 . 

590.4 

549.8 

Source i 'Ministry o( Mines and PutL 

, 






’■v's'fi(A :k- 

f' '■ • 


,/f -‘. . ’ 








jW«* 



May‘63 




1962-63 
Thai 


1961-62 

Totil 


’ 

R 

O 

R O 

R 

O 

R 

Q 

R O 

R 

O 

Total Small Savings 
.National Saving* Certificates 

34,27 

969,24 

29,06 957,1? ” 

29,91 

951,U"' 

2§45 

880,18 

361,41 944,73 

"3«.4»‘ 

872,® 

y, ^'.yttu® '■ y ■ 

—r* 

» 

— y 54 


55 

• 

77 

- , 59 

—. 

■ 86 


- 

1.23 

. L27 

, 4^,. 

L32 


1,73 

- , 1,40 

_. 

1,89 

1 '•18 year* 

National Plan .Certificate* 

* 

42,82 

• — 43,87 

' - 

45,34 

. — 

60,15 

— 48,23 

, -* 

65.32 



359,14 

■—r 361,25 


363,29 

6,25 

364,38 

42,08 368,16 

79,81 

547,96 

i years * 

Aqatfity Certificate* 


13,91 . 

—— - 16,01 


16,05 

„ — 

17,13 

— 16,31 

17,91 

•{13.yean) “ . 

Cumulative Time Deposits 

2 

■'3,81 

2 3.82 

2 

3.83 

4 

&,71 

50 3,83 

49 

, 3.63 

-5 yean 

50 

9,?9 

-44- 8,82 

4j? 

' 8,41 

27 

8,49 

. 3,79 7,35 

2.33 

3,96 

10 yean. 

Post Office Savings 

23 

' 4,28 

19 4,06 

18 

3.88 

14 

2,41 

1,67 3,56 

1,01 

i 1,91 

Bank/Deposits ,, 

Clash Certificates, Defence 
Savins Certificates and 
Defence Savings Bank 

21,37 

350,61 

18,84 346.63 

19,68 

346,68 ’ 

21,79 

342.61 

242,01 351,71 

241,05 

347,90 

Deposit* 

Treasury ■ 

— 

-42,68 

— —42.66 

— 

-42.64 

— 

-42.55 

- -42,62 

— 

—42,48 

10 years Deposit (31%) 

-' 

18,20 

— 18.93 

— 

19.37 

— 

IB,20 

—r 20,38 

_ _ 

27,3© 

Savings Certificates (4%) — 60,50 — 60,37 — 60,62 

Note : Annual figures relate to the year beginning April R-Receipts; 0 

— 60,31 

'^Outstandings. 

— 60,70 

— 

33,36 


Source i Accountant General Posts and Telegraph* Department, Government of India, and Reserve Bank, of India. 


INDUSTRIAL FINANCE CORPORATION 
liabilities and Assets 

> (Rs Lakhs ) 

Figures jar ike last Friday of 
Aug '€3 July’63 Aug’62 1962-63 

Liabilities 


Reserve funds 

Reserve for doubtful 

2,85 ’ 

2,85 

2,16 

2,22 

debt* 

14 

14 

14 

, H 

Provision for taxation 

' 1,44 

1,44 

59 

59 

Bonds and debentures 

28,24 

28,24 

22,24 

28,24 

Borrowings 

27,07 

26,93 ; 

20,43 

24,85 

(i) From RBI 

, 10 

_ ■* 

6 

_ 

^ii) From Govt 
(iii) In foreign 

24,75 

24,75 

19,75 

23,75 

currency 

2,22 

2,18 

62 

1,10 

Other liabilities 

Total liabilities or 

23,91 

22,90 

20,19 

21,04 

assets 

Assets 

Cash in hand and 

83,67 

82,52 

65,76 

77,09 

balances with banks 

1,65 

1,94 

2,52 

3,59 

Loans and advances 

59.92 

59,58 

49,16 

55,63 

Other assets 

22,49 

21,00 

14,08 

17,86 


Source i Reserve .Bank of India. 


Coal Production and Despatches 

(Monthly Average* or Calendar Month*) 

(’000 Metric Tons) 




- Raisings 

.Despatches 

Stock al 
pit head 

1963 : 

June* 

5,259 

5,718 

4,538 


May* 

5,718 

4,888 

4,529 

4,269 


April* 

5,696 

4,969 

1962 : 

June 

4,835 

4.360 

3,840 

I9fi2 


5,129 

4,573 

3,483 

1961 


.4,675 

4,190 

3,290 

I960 


4,384 

3,860 

3,522 

3,458 

1959 


3,984 

2,729 

1938 


3,838 . 

3,415 

2,808 

1957 


3,683 

3,190 

3,331 

1956 


3,338 

2,959 

2,810 

2,685 

1935 


3,236 

2,789 

1951 


2,915 

2,473 

2,824 


• * Provisional. 

Source i Coal Controller, Ministry of Mine* and Fuel. 
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STATE FINANCE CORPORATIONS 
Liabilities and Assets 



(Rs Lakhs) 

Figures for the last Friday of . 

No of SFC* 

Aug’63 July’63 

Aug ’62 

1962,68 

15 

15 

15 

13 

Liabilities 

Capital and reserves 
(i) Paid-Up capital 

15,32 

15,32 

15,11 

15,32 

18' 

'(ii) Reserve fund 

17 

17 

13 

(iii) Provision -for bad 



and doubtful 
debts and 
other reserves - 

38 

35 

T 

20 

26 

Bonds and debentures 

18,48 

1848 

1648 

' 18,29 

Other liabilities 

18,01 

17,67 

10,98 

13,7$ 

Total liabilities or 
assets 

52.36 

51,99 

42,91 

47,76 

Assets. 

Cash in hand and 
balances with banks 

3,71 

4,33 

6,85 

4,12 

Investments in 
Government tecurities 

• 4,34 

4,29 

443 

4,61 

Loans and advances 

34,78 

33,82 

25,58 

31,83 

Debentures 

22 

22 

13 

22 

Other assets 

9.31 

. 9,33 

5,92 

6,98 

Source : Reserve Bank of India. 





, Joint Stock Companies 

New Registrations and Liquidation* 

(All Amounts in Rs Lakhs) 

July’63 June’63 July’62 1962 . 

, .. (Average) 

Incorporated and 
registered 


No of companies 

89 

70 

127 

128 

Authorised capital 

Ceased to work 

12,39 . 

» 7,16 

19,72 

25,82 

No of companies 

70 

■ 74 

67 

94 

Paid-up capital 

Over-all variation 

7,16 _ 

26 

92 

55 

in paid-up 
capital of all 
companies 

+12,36 

+ 9,16 

+ 29,56 

+ 15,03 


Sonree t Department of Company Law Administration, 
Ministry of Commerce and Industry. • „ 

1871 

' * 
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Fruitless Appraisal J 

‘N° one in his senses would ever think that to the problem of agricul¬ 
ture in a vast country like ours with such wide variation* in cli¬ 
mate, rainfall and soil, tenancy and administration, there co^jd be a’ 
unique solution. It does not follow, however, that by spreatfimthern- 
selves all over the field — the very diffusiveness of the statetifetfi issued 
shows it — the National Development Council deliberated to any pur¬ 
pose or achieved anything. If agriculture was to be given sufficient 
importance, at least Pandit Nehru’s suggestion that the Chief Ministers 
of the States should take up this portfolio deserved consideration. But 
it was not even mentioned in either the reported proceedings or .the 
official statement. The only concrete result of the meeting wagf nSi^' 
decision tb set up an Agricultural Production Board at the national 
level, with the Minister of Food and Agriculture as Chairman and the 
Ministers of Planning, Agriculture, Community Development and Co¬ 
operation, and Irrigation and Power, and the member of the Planning 
Commission in charge of Agriculture. The composition of the Board 
is thus entirely Central. It may achieve something if it succeed* in 
coordinating the work of the various central agencies which arts con¬ 
cerned with agriculture. But the States are not represented sta itj* and 
without the States, how far can the Centre ‘go in the matter of 
agriculture? 
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That, however, is not the crux of the matter. It would be idle to 
deny that some progress has been made in agriculture over the last 
decade; even so, dependence on rainfall being still overwhelming, any 
one year’s production remains susceptible to wide fluctuations. What 
should have concerned the National Development Council, therefore, 
was not the bad crop last year and the not so good crop the year 
before, but the u'nmistakeable signs that the modest upward trend 
observed earlier has been flattening out. Over the decade significant 
improvement has been achieved, the long historic spell of stg|jnation 
has been broken, but that improvement is coming to an efid or sipwing, 
down, resulting in a loss of momentum and the symptoms of stagnation. 
What has been tried out so far has achieved in some measure the 
results that could be expected—agricultural extension, use of fertilisers, 
some changes in techniques that are possible with the cultivator’s very 
limited resources, and so on. Not that any of these means cannot be 
pushed further or has reached a saturation point but the further pro¬ 
gress that can be expected .from them are now limited. The next 
spurt must come.from a fresh impulse to growth that can be imparted 
to agriculture. 

Where is this impulse to come from? Can h come from strength¬ 
ening the motivation of the cultivator for better productivity by makingf 
his rights in land, still obscure and hemmed in by restrictions, really' 
secure and demonstratively so? Will it come from a big push m tech¬ 
niques such as injection of substantial quantities of fertiliser* into the' 
"soil, by covering all nori-irrigated fields with pumping set?, by spray¬ 
ing pesticides ail over, • by universal introduction of improved ..imple¬ 
ments, or a combination of all these ? 
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Witk ittfML t^thtpe guestrootlfcas 

th# Jfctian*) Development Gonpeft 
^ came wf grips. Everything* ia 
. touched — better coordination bet - 1 
weeq programme* and the different 
. government agencies, at the State, 
‘district and block levels; special 
measures {or food crops and com 1 
mercial crops; more intensive evil-, 
tjvation in selected areas,, . presum¬ 
ably through, the package program¬ 
me which most of the States have 
been tardy or .reluctant in taking 
'up; better use of research, more 
agricultural education and. .training. 
What do they add up to? Pretty 
much what 4s be.ftig tried now, only' 
with the exhortation that 'it should 
bn -pushed a little more energeti¬ 
cally. Is it surprising that people 
should find all this platitudinous, 
purposeless and unprofitable? 

The National Development’ Coun¬ 
cil met ostensibly to review the mid¬ 
term appraisal of the Plan and this 
is what its deliberations (tame to. 
Us special authority being derived 
from, the presence, of the Chief Min¬ 
isters of the States, the Council pro¬ 
bably considers it beyond its pro¬ 
vince to pass judgment on the Plan 
performance as a whole. Had it not > 
been so inhibited, it could have 
done something useful by bringing 
out .the deficiencies and rendered „ 
valuable service by putting ■ its 
weight behind, its assessment of the 
non-agricultural part 1 of the Plan 
L — the more dangerous and alarm¬ 
ing stagnation that has overtaken, its 
hard core -— the heavy industry ' 
complex, more specifically. 

For once, One must protest that 
agriculture is being blamed too 
much. This has nothing to do with 
the relative importance of thjs sec¬ 
tor, nor is it to say that there 'is 
nothing wrong with agriculture or 
that its performance is as good as 
can he expected. The .ppint is worth 
emphasising, while assessing the 
progress of the Plan as a whole — 
what else is the mid-term dppraisa! ? 

—, that failure in agriculture has 
not by itself held up,'the progress 
of the Plan. The familiar pattern 
in the past * of investment activity 
bring slowed down, or temporarily 
held in abeyance .because of the 
danger of inflationary pressures be-’ 
ing actuated by food shortage — 
rising food prices! rising wages and 
cost*, in that order — at least that 
has not reappeared. What has been 


hhjding-ttp the’ prog ress oftho Plan, 
therefore! demands ad immediate 
and searching’scrutiny. For the mid¬ 
term failure, die weather, caopot be 
made a scapegoat. 

■ True, failure in die lion-agricul- 
tural part of the Plan is not imme¬ 
diately reflected to any great ex¬ 
tent in the so-called 1 growth rate 
which is heavily Weighed by the 
performance to agriculture'' knd 
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thus ’ftafcio to’'i jNn* . 
vagaries bf monsooa, llip lrtirh <#» . 
is a^o the hpwe and if tbit ymric <d» 

* building up that Dare is slow and 

• halting; what picture can one draw 
of the future? A good- prop in the 
last two. years .of. die Plan may 

' still brjng up the growth ' rate to- 
the average of the earlier plans 
. hut, . surely, that would,- -no* e*f , 
rpuch about the Plan’s performance? 


Japanese Elections 


A N attempt on the Prime Mini¬ 
ster’s life is a common enough 
occurrence in Japanese political life, 
particularly in a time of disturb¬ 
ance. This time the disturbance Is 
Japan’s preparation for elections 
next week. The ruling Liberal-De¬ 
mocrats with one year left to thsir’ 
term of office, and 289' seats, face 
137 ^Socialists, 15 Democratic So, 
cialists, 3 Communists and. two 
independent*. The Opposition can 
hope, on the basis of the last three 
elections,, to- increase thrir vote by 
three to five per cent, consolidating 
their Hold on roughly forty per 
Cent of the electorate, but. not nece¬ 
ssarily achieve the same result in 
seats. , It is not clear whether the 
Socialists will at long last capture 
thirty per cent of the. 1 vote, a sym¬ 
bolic divide. 

All parties are fielding large 
teams— the ruling party 350 can¬ 
didates, socialists 235, and,demo-, 
cratic socialists 61. However, as sig¬ 
nificant as the inter-party contest 
is the inner party struggle. . Ikeda 
need* to rafify his position as Prime 
Minister not just in genera] terms, 
hut also to ensure he will become 
Party President, in next July’s Par-' 
ty electrons—a result only guaran¬ 
teed if he is strengthened by- the 
present elections.- He claims at 
present 50 Diet seats, while his ri¬ 
vals, Sato and Kono, claim 49 gnd 
35 respectively, and aim to increa¬ 
se their Diet following in- the pre¬ 
sent .election to about fiO each. 
The at least Seven other significant 
groups in the Party have not so far 
entered the ' leadership struggle. - 
The political differences between the 
rivals are obscure, although Satq 
is rated as more pre-American than 
Kono who in,i960, during the Se*, 
.curity Treaty turmoil, tried to cre¬ 
ate a more east-oriented party. , On 


'the fringes of the Party, a fanatical • 
Budhist sect that entered; poli¬ 
tics 7n, 1955 . and . Has tnri with .in¬ 
creasing success (h how claims ’to 
be the third largest group in the 
Upper HouSe), the Soka Gakkai, 
will no doubt be campaigning on a 
right-neutralist' platform. t 

The left is scarcely more united 
th^n the right. The split between 
Socialists and right-wing Democra¬ 
tic Socialists, has not intensified 
the homogeneity of either party. 
The Socialists re-elected Sakuro 
Eda as- General Secretary (and de¬ 
feated the ‘anti-main stream cur¬ 
rent*) without - thereby eliminating 
rivalry between the four major 
Party groups. . Seuhiro Nishio 
in Ine Democratic Socialists still 
manages to maintain his ‘main ■ 
stream’ predominance over his. 
nearest rivql, Tetsu Kalayama. 

Last summer’s Ninth Congress 
Against Atomic and Hydrogen 
Bombs (organised by Japan’s Gen- 
sutkyo, an anti-bomb umbrella, for 
many left groups) precipitated the 
final split between Communists and 
Socialists who have now set up a * 
, separate anti-bomb organisation, . 
Communist dominance of Gensuikyo, 
however, is vitiated by their own 
severe Sino-Soviet split. In any 
case, Communist influence in the 
trade unions (Sohyo) and student 
movement (Zengakuren) has in re- 
4 cent 'years slowly been reduced, 
leaving the field open to rival fac¬ 
tions of non-Communist Marxists, 
-the prime instigators of the 1960 
struggle against the Security Treaty. 

The ruling party will attempt to 
divert electoral attention abroad, 
but the left is strongly attacking the 
current inflation and recession since 
1962.- Severe labour shortage* and 
the resultant rising! costs helped to 
inflate consumer prices some six to 
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, iMap-A <®flG during 1l962 —> all 
of Which suggests tM{. Ikeda, may 
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Nationalisation by 


»t ton 


V* called roe election as apreli- |F tte'Ufe Insurant* ‘Corptrfatitfn 
jmnary to deflation and a cut b. on f ..mwnl 


jnutary to deflation and a curb, cut 
the easy money policy that hw sti¬ 
mulated past growth, The [Govern-, 
me«| has little reason to fear. the * 
purely economic charges since, al- 1 


goes into general insurance 
business, if wi{l not be as big a 
change'as the nationalisation of 
life insurance. }t may mean, how. 
ever, progressive nationalisation of 


though fast year recorded only a 3.8 general insurance through the back' 

per cent * increase in gross national ddor. p 6r L j c Vill inevitably 

product, frtiH higher, than, say, taJ ^ awa thfc forger par* 0 f the 

British or American rates in recent available business in the n'eai 

yeans), the three years before that f uture : f, 1 C subsidiaries hav« 

recorded rates of 18, 13 and 14 per already taken pver the major pari 

cent respectively. With such a base, D f public sector insurance; besides 

Japan can still fulfill its target of 30 j»r cent,of all reinsurance i* 

doubling per capita income Hu one J B dia has to he reded’ to Indiar 

decade* , ' Guarantee, one. of. L I Cs subside 


1 Other election issues concern 
Japan-Korean relations, the proposed 
visit ’ of US submarines to, Japanese 
ports (a question that reopens the 
controversy on Japan’s relationship 
-to America), and the effects of 
Washington’s attempt to strengthen 
the dollar. Japan’s Finance Minister 
has estimated that the Kennedy tax 
on US investments abroad will cost 
Japan 330 million dollars per year 
— an overestimate, but One which 
demonstrates that this is a live poli*, 
tical issue. The ‘Buy American’ 
campaign is likely to have more 
serious effects on Japan’s foreign 
exchange position. 

Ikeda can cite as evidence of 
Japan’s progress its admission into. 
OECD, 1 hut . the left can counter 
attack that this admission, entailing 
more liberalised trade and competi¬ 
tion in the domestic market, must; 
stimulate a further growth in con¬ 
centration and cartelisation of busi¬ 
ness —, quoting as example the re¬ 
cent remerger of Mitsubishi's heavy 
industrial interests. Inflation gnd 
the restoration of the Zaibatau, ihe 
pre-war business etnpires, are the 
principal left targets. 

Japan is likely in the election to 
play safe again and opt for stability 
,—particularly since the major pro¬ 
portion of the electorate is still 
rural. But the similarities between 
West Germany and Japan in terms 
of phenomenal boom and. preference 
for rlght-of-centre governments, 
should not obscure the difference : 
Japan still has a revolutionary Left, 
and. the combined radical, vote is 


ddor. For L I C will inevitably 
take away the larger part of the 
available business in the near 
future; L1C subsidiaries have 
already taken pver the major part 
of public sector insurance; besides, 
30 • per cent,of all reinsurance jn 
India has to be reded' to Indian 
GuarOntcp, one. of. L I £V subsidi¬ 
aries. LJC however, will have, to 
operate in competition with private 
insurers, 

, Why LIC wants to go into gene- 
ral business - or, for that matter, 
whether it w'iJP do sb at all, nothing 
has been stated officially. II -L I 0 
is to write general business, an 
amendment to the LIC Act of 
1956 will be- required. After that, 
LIC would have to seek formal 
registration with the Controller "of 
Insurance for underwriting fire apd 
marine business." It is now regis¬ 
tered only for,life and miscellane- 
nous business, though it bps not 
undertaken any business other than 
life. 

The immediate purpose of going 
into.general insurance could be to 
check the malpractices of rebating 
and inflation df expenses, and to. 
bring down the general’level "of 
premium rates. These are inter¬ 
related to some extent. Malpractices 
can be checked if the rates are re¬ 
duced but that is not all. Malprac- 


had little f busbies*' of-Wore than 
Rs J crortS.* About 72 per cent *f 
premium income was earned 1 by 
companies registered; in iMahamh; 
tra and another 17 pet rent by 
those registered hi .West Bengal, 
The geographical- distribution of 
inaiirance coverage is not given in 
the Insurance Year Bonk but it 
must have been Confined to only a 
few large urban [industrial centres. 
The first 'concern of L I Cmus’t be 
to expand the sire of the market * 
gnd this requires, not just lower 
rates but also a vigorous organisa¬ 
tional effort. 

* . . i 

If L I C efiters the, field, small 
private insurance companies will 
inevitably -be weeded- out. This 
process is already under way; if 
would be expedited. The gains 
would accrue largely-to the public 
sector; instead of being monopolised • 
by , a few insurance companies con¬ 
trolled by large business groups. 
This would be preferable both ti5 • 
'compiilsqry .mergers which would 
take a long -time and" further 
Strengthen the big groups, and to 
outright nationalisation which i» 
unnecessary because general, unlike 
life, insurance is a short term com- 
.mitment which has to be renewed 
frequently. L I ’ CV entry would ’• 

' also tend to reduce the share of , 
foreign insurers who, at present, . 
bbok about one-fourth^ of the total 
premium and yet,, keep the field 
open to tfiem. 

•So far as the investment of gene¬ 
ral insurance funds is’concerned, 
it ’is doubtful that p significant- 
transfer from -shares to Govern- • 


rices arise because the market is ment securities will take place. The 
small, the number of insurers is total size of these funds will ir¬ 
relatively large, and business firms main small, as compared with life 
do not observe ethical standards in funds, for a long rime. In 1%1, 
the purchase of materials, and. ser- general insurers invented Rs 10 
vices. The emergence -of L 1 C as a cycles in. Indian Government and 
competing insurer Cannot be expect. semi-Government securities and Rs 


ed. tc improve business morality-but 25 crores in debentures and shares, 
it can help in dealing with the The L I C in that year had an-fn- 


, other two causes of malpractices. 
At the end of 1962, there were 
147 private insurers in India. ,of 
’ which 70 were foreign. In 1961, 
they had total assets of Rs 85 
crores and, totAl net premium in- 


creeping up'slowly. Ikeda’s bid to, .come of Rs 47 crores. The share 
buy off the Left with prosperity (in' ol Indian companies in these was 


Imitation of the West) might be too 
late. - 


Ra 73 crores and Rs 39 crores. res-, 
pectively. „ Most df the companies 


vestment of Rs 430 crores in gilt- 
edged and Rs 101 crores in deben- - 
tures and shares. Between- IDS'! 
ami 1961, the proportion of Gov¬ 
ernment securities in the total assets 
of general insurers fell from 20 to 
8 per cent while that,of ordinary 
shapes rose from 10 to 22 per 
rent, Private insurers would etill 
be free to choose their investment 



bittern witbht the limits- oftfui 
Insurance Act, and t I C is, after 
all, not allergic to investment in 
fthares. 

There can hardly be much objec« 
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tern ih prinriplr^fcHitK taking up it prdve equal the 
of general insurance by L I C ex- a buyers' market, in which the 
cept from the general insurers, competition is severe and the risks, 

The L1C management, however, including that of adverse pariia- 
had so far fought shy of it. Will mentary comment, great? 


Weekly Notes 


Hallways: Shortage or Surplus? 

YHE interim report of the World 
Bank team on coal transport 
questions some of the current no¬ 
tions about the likely position of 
demand for and supply of rail trans¬ 
port by the end of the Third Plan. 
Having adjudged that the “one 
single, all-embracing cause” of the 
transport crisis of 1960 and 1961 
was the railways’ failure to provide 
enough capacity, especially in roll¬ 
ing stock, ahead of demand, the 
team is full of foreboding for the 
future. It estimates that even if de¬ 
mand at the end of the Third Plan 
falls short of Plan expectations by 
as much as 10 per cent as a result 
of shortfalls in production, the 
planned increase in rolling stock 
will not be sufficient to meet the de¬ 
mand for rail transport. The “mini¬ 
mum gap” between demand and 
supply is placed at 20,000 wagons 
and 200 locomotives, and it is re¬ 
commended that in the remaining 
years of the Third Plan at least 
some 4,000 wagons and 100 diesel 
locomotives should be added to the 
rolling stock over and above what 
is provided for in the Plan. This 
would not close the gap, but it 
would relieve the shortage expect¬ 
ed to develop. 

This prognosis contrasts sharply 
with that contained in the Planning 
Commission’s mid-term appraisal 
which is that, because of the lover 
production of coal and steel, the 
railways are likely to have surplus 
capacity at the end of the Plan. 
The contrast is particularly interest¬ 
ing because the likely shortfall in 
the demand for rail transport ex¬ 
pected by the Planning Commission 
is actually less than that anticipat¬ 
ed by the World Bank team. Where¬ 
as the latter expects that demand 
will fall short of the Plan target 
by 10 per cent, the Planning Com¬ 
mission anticipates the shortfall to 
be only 6 to 8 per cent, This not¬ 
withstanding, whereas the Planning 
Commission predicts surplus rail¬ 


way capacity by the end of the Plan, 
the World Bank team urges higher 
investment in rolling stock than 
earlier envisaged to reduce likely 
shortage of capacity. 

Which of these estimates is borne 
out by the actual position as it de¬ 
velops in the next two years will 
depend, in addition to the volume 
of traffic, that materialises, on the 
pattern of goods movement, relative 
shifts between different modes of 
transport, particularly the railways 
and road transport, etc. It is un¬ 
likely that it has been possible lor 
either the Planning Commission or 
the World Bank team to take full 
account of these factors. The one 
body which could be expected to 
give, a more definite picture - - the 
Committee on Transport Policy and 
Coordination, which is charged with 
recommending a long-term trans¬ 
port policy for the country as well 
as delineating the role of the differ¬ 
ent means of transport in the next 
five to ten years — is silent even 
though il has now been at work for 
more than four and a half years. 

Irrelevance on Education 

JF any one had expected that the 
Conference of Education Mini¬ 
sters, Vice-Chancellors and emi¬ 
nent educationists would get us 
nearer a clear enunciation of long- 
run eduqatitfn policy, he must be 
disappointed now. it was not that 
the approach was insufficiently com¬ 
prehensive. In the course of its 
three-day deliberations, the Confer¬ 
ence covered the whole gamut of 
problems, touching on elementary 
and secondary as well as university 
and higher education. What con¬ 
clusions it arrived at is another 
question. 

There was some repetition of 
familiar targets — free, compulsory 
universal primary education for 
five years by the end of the Fourth 
Plan — and of incontrovertible 
principles —■' bringing all girlg of 
the relevant age group to school. 


There was also some discussion -of 
loans for building programmes, 
which yielded a surprising spurt Of 
recommendations. Such loans, it 
was suggested, should be interest- 
free, i. or charged no more than b 
per cent, with interest waived for 
the first year, and the. period of 
repayment should be increased from 
15 to 30 years. 

In the matter of secondary and 
higher education, the Conference 
was able to set down some goals 
“towards which the country should 
work even though considerations 
of finance and man-power may not 
make it possible to implement it 
in all the States in the immediate 
future”. These relate to the dura¬ 
tion of srhool education, a question 
on which discussion has gone on 
for some time now. The decision 
was reached — apparently not 
without some difficulty — that 
secondary education should he 
spread over 12 years, and that the 
age of admission to the university 
should be generally 17 plus and in 
ho case less than 16 plus, 

But one is tempted to ask why 
so much preoccupation with the 
time span of education? Is it a 
necessary preliminary for raising 
standards? What matters more *— 
whether instruction in the year 
prior to entrance to a degree course 
is given in a school or college or 
whether that instruction is adequ¬ 
ate preparation for the study ahead? 
And, if standards are raised suffi¬ 
ciently, will not the age of school- 
leavi'ng go up automatically, while 
also providing scope for precocious 
pupils? 

No doubt, another point on 
which the Conference reached 
agreement was that the Standard, 
at the e'nd of the secondary stage, 
should be raised so as to be equi¬ 
valent at least to the ‘Intermediate’ 
level of the former four-year degree 
course. Apparently, each State is 
to devise its own means of achiev¬ 
ing this end. And that is Pot go- 
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tag to be easy so long as then is 
confusion even as to the purpose 
of secondary education. Is it to be 
considered as terminal or as pre¬ 
paratory to the university course? 
Opinions seem to differ. Obviously, 
there are and there will continue 
to be a vast number of students 
who either do not aspire or cannot 
afford college education. For them, 
the school is no doubt terminal and 
the education provided there should 
be as practical as possible. On the 
Other hand, even if those who pass 
on to the university are a numeri¬ 
cal minority, their claim for ade¬ 
quate preparation for the intellect¬ 
ual ardours ahead is not less 
powerful. Beyond a point, the re¬ 
quirements of these two groups are 
different. So long as this fact is 
not faced, there can be no appreci¬ 
able advance in education. 

The Conference, unfortunately, 
seems only to have added to the 
existing confusion. True, it admit¬ 
ted the dual purpose of secondary 
education — “to make the products 
fit for employment in agriculture, 
industry, trade, commerce or other 
vocations and also provide them 
with opportunities of higher educa¬ 
tion should they later so desire”. 
But it did not see these aims as dis¬ 
tinct and separate. Surely, the chal¬ 
lenge cannot be met by its sugges¬ 
tion that except for “academic 
courses in humanities and sciences”, 
the other courses should be “job 
oriented”. With such off-hand allo¬ 
cation, school education would con¬ 
tinue to be neither fish nor flesh, 
serving neither purpose adequately. 
There has to be a segregation of 
pupils at a stage prior to the end 
of the secondary course, .and the 
needs of the “terminal” and “pre¬ 
paratory” groups met separately. 
Unless this is done, there is little 
chance of achieving the improve¬ 
ment of university standards, with 
which the U G C is so deeply — and 
rightly — concerned. 

Split in Baath 

The pressure for Arab unity is 
persistent; suppressed, it cre¬ 
ates tensions which must sooner 
than later erupt. The attitude to 
an Arab union is a key factor in 
the current split in the Baath 
Socialist Party' which Tules Iraq 
and Syria. Having pursued their 
breach with Nasser to the point of 
no reconciliation, the leaders of 
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the Baath had to provide an alter* 
native magnet to die Arabs, deep 
urge for unity. From this point of 
view, two results of the party’s 
Sixth International Congress in 
Damascus last motith deserve spe¬ 
cial attention: first, the decision to 
unite Syria and Iraq in a federa¬ 
tion involving military cooperation 
and “complete economic union” 
and, second, the triumph of ex¬ 
treme anti-Nasser elements, led by 
Ali Salah El Saadi of Iraq and 
Amin El Hafez of Syria in the 
elections to the party’s central 
politburo. 

Union of Syria and Iraq as an 
e'nd-goa! is meaninglegs. Its real 
significance is immediate:, as an 
earnest of the Baath path to Arab 
unity. The emergence of extreme 
anti-Nasserists in power in the 
party’s central leadership at the 
Congress seemed to indicate that 
this path would be pursued with 
determination. The Congress was 
closely followed by a reshuffle of 
the Government in Syria in which 
El Hafez replaced Salah Bitar, the 
leader of (be moderate section in 
the party. That a similar attempt 
would be made in Iraq was to be 
expected. It was, but with diffe¬ 
rent results. Here the moderates 
led by President Abdel Salam Aref 
appear to have survived the attempt 
and the Vice-Premier and extremist 
leader, Ali Saadi, has been exiled 
to Madrid. 

Differences between the Syrian 
and Iraqi Baathists have been 
known to exist for some time. Iraqi 
Baathists have been critical of the 
excessively brutal treatment of the 
Nasserist instigators of last July’s 
abortive coup in Syria. President 
Nasser himself has reserved his 
attacks for the Syrian Baathists 
whom he has called “fascists” and 
“murderers” while, maintaining a 
discreet silence about Iraqi Baath 
leaders. Now the success of the 
extremists in Syria and their failure 
in Iraq drives the party in the two 
countries farther apart and emas¬ 
culates the Baathist alternative to 
Narserism even before it had begun 
to take shape. 

U N vs S Africa and Friends 

T° put the latest U N General 
Assembly resolution calling 
UDon members to cut off supplies 
of petroleum to South Africa until 
it granted independence to the 
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mandated territory of South-Wei# 
Africa in the correct perspective, 
it needs to be noted that between 
1946 and 1952, the General Assem¬ 
bly has passed no less than 26 
resolutions against the racial poli¬ 
cies of South Africa and a number 
of others specifically concerning 
South-West Africa. At the seven¬ 
teenth session of the General 
Assembly in 1962, 34 members, 
including India, moved a com¬ 
prehensive resolution calling upon 
members to take far-reaching 
diplomatic and economic measures 
against South Africa with a view 


to compelling it to abandon apar¬ 
theid, The operative part of the 
resolution, which was passed by a!n 
overwhelming majority, required 
member Governments to; 


(i) break-off diplomatic rela¬ 
tions with South Africa; 

(ii) close their ports to all 
vessels flying the South 
African flag; 

(iii) prohibit their ships from 
touching at South African 
ports; 

(iv) boycott South African goods 
and prohibit export of 
goods, including arms and 
ammunition, to South Afri¬ 
ca; and 

(v) refuse landing and passage 
facilities to aircraft belong¬ 
ing to South African Gov¬ 
ernment or companies. 

Clearly, then, there already exists 
a U N embargo on all trade with 
South Africa. A number, though not 
all, of the Governments who sup¬ 
ported the resolution have already 
implemented it. Yet the total effect 
of their action on the South African 
economy has been negligible. Hie 
reason is obvious. Those who have 
taken action are those, like India, 
who in any case had little or no 
economic and diplomatic relations 
with South Africa. On the other 
hand, the countries on whom South 
Africa is dependent for economic 
and political sustenance opposed the 
resolution in the General Assembly 
and have ignored it in practice 
since. 


To take the latest resolution on 
the territory of South-West Africa, 
principal among those who opposed 
it were the US, Britain and France. 
Between them the three countries, 
with West Germany, account for 
more than 60 per cent of all South 
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" African iinports,' |nacfar as these 
countries * have . already «sxpre*(isd 
their opposition io the resolution, the 
embargo will remain inflective 1 arid 
the purpose of the resolution will 
v hd defeated, irrespective bf the rou- 
. sing support for it among, the other 
members. The ’ integration oh the 
territory, of South-West Africa into 
South Africa has already gone far 
and the process k unlikely to be 
arrested by the General Assembly’s 
gesture. - . . , ' 

Man for Spain , 

QN November 30, Spain’s draft 
Development Plan will be sub¬ 
mitted to the National Economic, 
Council before it goes on to the 
.. Cabinet. One of the last remnants 
‘ of inter war protectionism as well us 
political corporatism, Spain is, pre¬ 
paring to ‘take-off’. All that cheap 
Spanish labour that flowed into the 
Cominon Market has started return¬ 
ing to press for their homeland's 
entry iptd the modern world. As a 
result, merely to survive, the pre* 

■ ’ sent regime has slowly shifted its ' 
role— from dirigisme , to a liberal 
-but planned economy. This ha? 

- meant steady reduction in controls 
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along ■ with atghjflirtaoa ..measures,, 
expansion of private industry but 
mere State intervention, in' banking [ 
A World Bank 1 Report (published 
in September j ■ and , an OECD 
< Report provide the ground material 
•for preparing §pa1p for her. debut 
into the Common Market. Conctorai- 
tgntly, familiar ddnefopineht .prob¬ 
lem* have appeared — not the lpast 
is represented in the- long and bit¬ 
ter struggle of the' Spanish miWers 
for a better deal, an event startling¬ 
ly unfamiliar in the stagnant feu¬ 
dalism of fala'ngist Spain. 

The precise shape of 1 the new 
pattern owes much to, the inspira¬ 
tion of Franee. De,Gaulle has never 
shared the common European dis¬ 
taste for Spain’s dictator—indeed, 
the two have, similarities. 1 Again, 
traditionally' France has had a 
strong' cultural influence over its 
southern neighbour — French edu¬ 
cation' is available in most major 
cities, and French publicatibns are 
widely read. Now France has loan¬ 
ed Spain an estimated ,Fr 800 mil¬ 
lion, and launched joint projects to 
expand communications over the 
Pyrenees, create hydro-electric ins¬ 
tallations; and lay down a natural 
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’Mediterranean, In addjtio*i,yilhe 
‘ French’ President furs extenckdsuk*- 
-unrial technical aid to help Spkia ' 
dewtaP; hncleaf projects* ' Wfd, »a\ 
currently 'expected to support 
Spain’*, application for associate 
membership of the Common Mar¬ 
ket.. About'h»lf the pipe .million 
tourists visiting Spain this year 
were French. |t can thus bo tat-, 
pected that,; after, French planning 
experts have revamped the Spanish 
economy,’ Franco, will be tempted-, 
to reform his own regime on Gaul- 
list lines, -• ■ f , ■ ’ y 
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The Plan, * operative from 
1964 tQ 1967, htis ' npt yet 
been published but some details 
have been issued by Sr Lopes Rode,' 
the Planning Commissioner. The 
target is to increase gross national 
product by six per cent per year, 
with particular emphasis on metals, 
chemicals, cement and paper- Pub¬ 
lic sector investment is -to reach 
.£2,000 million, ‘and private £3,000 
million. Transport, power, fishing, 
tourism (the target is 31 million 
tourists per year), housing and 
education are to be expanded, while 
productivity in ( agriculture "Js rais- 
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'.fed #wetegjh;ro«iti^|)sirf! hne*tn*wit 
a Cutih its Imwr force .{aimj 
*d reduction : 340,006 worker*)!'. the 
overall attempt, td praise Spaniel 
productivity to general European 
levels, is to be achieved by ‘volan- 
* ttnf’ means —r business will »be 

, bribed rather than whipped. 

’ d * "' 1 ' : , / , * * 

Whether all these grand designs 
are Within the ability of the Spa- 
- nish economy to achieve is not 
clear, ‘There /is little detail as yet 
. on ho* if is to be paid.,for, although 
the inflow of capital frightened By 
'revolutions elsewhere and • attracted 
By Spain’s interest rates and alleg¬ 
ed stability is still high. Little in- 
formation is available cm exports, 
or on hoW Spain \UiIf reduce its, 
dangerous dependence in external 
payments on tourism and receipts 
from emigrants. Nor has much 
been said on the imbalance of de¬ 
velopment in Spain’s economy, al¬ 
though, it is rumoured, the Govertw 
ment intends to set , up key growth 
.industries in three major backward 
areas. 

All this , activity cannot leave 
tile political structure untouched. 
The signs of change have long been 
there, particularly surrounding the 
persistent question of what happens 
when the old man dies. Some see-' 
tioris of the Church . have shaken 
loose from the falangist regime, and 
show signs of infection from libe¬ 
ral Popes and the practice of Chri¬ 
stian Democracy in Germany and 
Italy. Labour opposition to the 
Government, trade unions, the. 
syndicates, was most dramatically 
demonstrated by the double strike 
of the Asturian miners. In some 
cases, to retain some labour loya¬ 
lty, the syndicates have been for¬ 
ced to retail worker pressures; in 
others, they have been by-passed, 
and ad hoc worker committees crea¬ 
ted to press on real issues, Despite 
continued ruthless suppression of 
all Left opposition, whether it be 
liberal. Anarchist or Communist, 
Franco cannot but temper to the 
wind—particularly as the demand 
for a higher living standard almost 
always goes with the cry for demo¬ 
cracy. How the cosy complex of 
business, State, Army and Church' 
wfill react. Will determine whether 
or not Spain’s tratasition to moder¬ 
nity will be scarred by a resusci- 
falion of the Republican War; 
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K . G MakUutrv . ' 
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go big ij Mahindra & Mahindra 
today and so .extensive its acti¬ 
vities that Jew care to remember 
that the firm was started only after 
the last War-or that its founder 
had already served nearly his, full 
term/ as a Calcutta box-walla! K C 
Mahindra joined- Martin 1 & Co 
I which. Later became Martin Burn} 

. immediately ■ after leaving Cam¬ 
bridge and was with the firm for 
twenty years, for the last seven of 
. which as a junior partner. In terms 
of years, this is . very nearly the full 
span of service in a commercial firm, 
after which one retires, loaded with 
honours, and one in K C’s position, 
often with a knighthood., 

Td be made a junior partner in 
a firin like Martins while one is 
still in one’s thirties is, of coirirse, 
no mean achievement. But it was 
only after leaving Martins thul 
K C’s real, career may be said to 
have begun and his public image 
tool; shape. K C left Martin & Co 
jn 1941 to take up the post of Chair¬ 
man of the India Supply Mission in 
Washington. At the time (his Mis¬ 
sion was making huge purchases in 
the United States. Soon after leav¬ 
ing the Mission in 1945, he started 
his own firm with his brother, J C, 
who had been with the Tatas in 
their sales department for steel and 
who was appointed the Steel Con¬ 
troller during the war. The firm was 
first called Mahindra and Moha- 
med, the other partner being Gu- 
lam Mohamed, who left after Parti¬ 
tion and later became the Governor- 
General of Pakistan. So the name 
was changed to Mahindra and Ma¬ 
hindra. 

Even to those who had seen him 
for the first time only in his later 
years K C did not look old. Slim, 
lithe and agile, he was a type which 
never really grows old. It was the 
nimblenesg of his active mind a'nd 
his controlled energy which kept him 
So young in spirit. That was per¬ 
haps the mo9t abiding impression 
left by K C — the clarity of his 
mind, its neatness and his very 
modern outlook, the opposite of 
the heavy, ponderous and involved, 
this must make for the type of skill 
and the mental quality associated 
with the modern science of 'tnanage- 
ment. For K ,C was not a magnate 


in his own right nor did he j 
.such' a. position, of influenoe at the 

lame that -the Canadian associates of 
Indian Aluminium should approach 
"him to, be the Chairman^ of the 
company’s -Board of Directors!, in 
whiyh capacity he brought up 
Indian Aluminium from'an infant 
to its present giant stature. 

There is a chapter- in K C’s life 
whiph is now ’ nearly forgotten —- 
his long • and intimate association 
With the Hinduslan ReOiew , rqn 
from Patna, which in the twenties 
was the leading apd most influential 
organ of the Indian intelligentsia. 
K C ran the Hindustan Review for 
five years from Calcutta and also 
wrote a. biography of Sir Rajendra 
Nath - Moofcerjee, that rare charac¬ 
ter a self-made Bengali .industrial 
list,- and maker,, though not the 
founder, of the present Martin'Burn,. 
The Book is still of interest for its 
insight into Bengali society and 
family life of an earlier generation. 
Those who kneW only this aspect 
of K C’s career ivould think that 
K C found journalism, as did Panik- 
kar and G L Mehta, a very good' 
profession u- to get out of! 

Mahindra & Mahindra has grown 
into a big complex today, its inte¬ 
rest covering engineering, trade; 
publishing and advertising. Its con¬ 
tribution to industrial development 
is already outstanding, manufacture, 
of jeeps and textile machinery be 4 
ing amdng the best known. It is ex¬ 
tending manufacture in a number of 
allied fields, and whatever Mahind- 
ras take up is well planned and 
wel I executed. 

K C’s services to industry was 
not, of course, confined to his work 
for his own firm. In advisory capa¬ 
city or as director, he served a 
number of undertakings, both jn the 
private and public sectors. It is a 
jrity, however, that placed as be 
was, his contribution to the plan¬ 
ning of steel and heavy industries 
could not be as effective as it should 
have been. . . 

Letter to Editor 


Unwanted Fertilisers 

J WANT to point out what I belj*. 

- eve are several -errors in yoiir 
weekly note, “Unwanted Fertilisers, 
(August 10, -1963). First as to 
facts, Sindri does not produce cal¬ 
cium ammonium nitrate. Nang*! 
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and Rourkela both produce calcium 
ammonium nitrate — Nangal about 
350, 1 000 tons per year and RourkeU 
about bait this amount (both on a 
21 per cent nitrogen basis). 

When 1 was in India last month 
Mr B C Mukherji, Managing Direc¬ 
tor of Fertiliser Corporation of 
India, showed me clear evidence 
that Nangel's output was being 
entirely consumed by farmers, 
although unfortunately a major 
part was being shipped to Madras 
and Andhra Pradesh, However, 
Punjab consumption was also high 
and increasing rapidly. Stocks at 
Nangal were down to almost aero 
at that time. I do not have any 
information On the offtake and 
stock situation at Rourkela since 
this plant was just getting under 
way at that time. 

The main handicap to popula¬ 
rising calcium ammonium nitrate 
Is just that it is a relatively new 
fertiliser for India, and farmers 



art just beginning to get acquaint¬ 
ed with it Ammonium nitrate, 
which is the pure, undiluted form 
of calcium ammonium nitrate, is 
the largest used solid nitrogen fer- 
tiliaer in USA. But India’s far¬ 
mers are becoming acquainted with 
calcium ammonium nitrate, and 
eventually they will accept it as 
more or less equivalent to ammo¬ 
nium sulphate. Nevertheless, I 
doubt if any more CAN plants 
will be built, since urea and am¬ 
monium phosphate are still better 
nitrogen fertilisers. 

From a technical and agronomic 
standpoint the drawback of CAN 
is not that Indian soils have “ex¬ 
cessive salinity” as you state. 
Salinity per se has nothing to do 
with it. Ammonium nitrate itself 
is acidic and the diluent, calcium 
carbonate, is alkaline and just 
about balances the acidity of the 
ammonium nitrate so that the over¬ 
all product, CAN, is approximately 



•teutrof. The main drawback .of 

calcium ammonium nitrate, *! of ; 
*11 nitrates, is that they *z* not re¬ 
commended by agronomist* for 
rice culture because in the under¬ 
water environment in a dee field 
nitrates are attacked and decom¬ 
posed by bacteria and part of the 
nitrogen is lost. This is why Japan 
and Taiwan use very little ammo¬ 
nium nitrate. This drawback, is 
not serious for wheat-growing 
areas, like Punjab, but it may te 
more serious in rice-growing areas 
like Orissa and Madhya Pradesh. 
However, there probably won’t be 
any more CAN plants built any 
way. 

RAYMOND EWELL 
Vice-President for Research, 
State University of New York 
at Buffalo. 

New York 
October 29. 
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If I were Looking for a Bank 

I WOULD look for a Bank that is big enough to offer me all the facilities, 
but not so big as to make my own account relatively insignificant within its fold. 

I WOULD look for a Bank which is a hospitable house for modem business 
and which is ready to play a helpful part in my economic life. 

I WOULD look for a Bank which is strong in resources, rich in experience, 
prompt in service and which always ren ders banking a pleasure to remember. 

IN SHORT, I would go to 

SYNDICATE BANK 
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jJEGENT developments rh the This trend of growth is very wel- rapid increase took place so that 
V, ''-chfentitiai induatry seem 'to. be come after two years -of-over-capa- the shortfall at the beginning of the 
typical of the general uptrend* iu city and falling prices. The table year was more, than made good. , 
production in the British economy below gives details of production in a 8 far as fertilizer# are concern- 

m a whole. Last week, the Board the,industry. These show that com- ed. production in the first half of 
of Trade Journal published figures pared with the same, period in 1962, 1963 vas 9 per cent above a "year 

relating to the chemical industry the growth of production fees been a high rate of increase'fob 

for thfe first half of 1963. The* more widespread. lowing a period of some three years 

show that compared with the, same ' While production of organic che* of little change in the overall fevel 
period in 1962,'.the‘growth in pro- micals ind plastics, materials was production. Production in the 
Suction has been much more wide- not greatly affected by the severe first quarter did pot show any up- 
spread: , " weather at the beginning of 1963, ward trend as compared with the 

' ; p ^ n j “ it may have been a little h^d back* previous three yean, but in the i, 

'Seasonally adjusted (13580100) t *° n Over the first, half year as a whole, second quarter it reached a very 

•", • . • — -production in these two sectors was .high level. Production of the newer; ‘. 

1963: "january-February 131 respectively 14 per cent and 12 per more concentrated, types of com- 

March-April - 137 cent higher than a year earlier, but pounds increased fast in the first 

May-Junfe 139 the annual- rate of expansion achiev* half year and there was a very * 

July-August (provisional) 144 „ e( J fiy mid-1963 seems to have been sharp increase of production of am- 

Earlier revivals in J the . chemical rather higher than this, itionium filtrate., ■ 

industry took place first at the epd The figures relating to fertilizers Production of inorganic chemi- 

of 1958 when it lasted for some and paints and varnishes,'are also cals was 4} per ednt higher in the 
eighteen months, and the next in Interesting. From ibid-1959, to the first half of 1963 over the «fme 

early 1962 when it lasted for only end of 1962, the paint industry period last year. Tfie rate of growth 

six months. During these two peri- showed little change in its overall in this sector since 1959 is the Htst- 

ods, after makirtg allowance for sea- level of output. This sector was est. Other basic chemicals showed an’ 

sonal factors, expansion was at the, seriously affected by the severe wea- increase of S' per cent over a year , 

rate of ,about 12 per cent a year, ther at the beginning of >1963. How- earlier; production of industrial 

and the present expansion Seems to ever, after January, and February, gases (particularly okygeii) was 

. be at much the same annual rate, when sales were particularly low, a growing'rapidly ip the first , half of ; 


Table 1 : Production, in the Chemical Industry 

Index of Production 1958 ,= 100 


- > Per cent 

weight J 

11958 

1959 

I960 

1961 

1962 . 

Jan- 

Jun* 

1961 

July- 

Dec 

1962 

Jan- July- 
June Dec ’ 

1963 
' Jan 
June , 

Dyestuffs 

. 3.9 

100 

. 125 

i4r 

138 

135' 

1-44 

. 133 

136, 

134 

J38: 

Fertilizers 

Other, chemicals 

4.2 

100 

108 

117 

118 

118 

124 

113- 

122 

1)4 

133; ’ 

• Organic Chemicals * 

11.0 

100 

119- 

148 

147 

165 

149 

146 

160 

. 170 

183 

Inorganic Chemicals 
Other Gheriticals, Gases, 
Etc 

10.8 , 

19.1 

100 . 

111 

122 

121 

124 

123 

■120 

125 

124 

131 

Explosives ; 
Miscellaneous Chemicals , 

Industries t 

5Jl ). 

t 

5.2 1 

100 - 

107 

116 

116< 

121 

,119 

112 

122 

119 

129 

Plastic Materials 

1.8 

100 

123 

147 

148 

167 

146 

147 

164 

169 

184 

paint and Varnish 
Pharmaceutical Prepara¬ 

9.8 

100 

110' 

112 

112 

110 

116 

1736 

H4 

107 

■ 116 

tions 

' 10.8 

100 

113 

125 

136 

142 

143 

132 

146 

138 

155 

Toilet Preparations 

Soap, Detergents, etc 
Vegetable and Animal Oil 

8.4 

too 

109 

120 

123 

121 

116. 

130 

114 

127 

‘ UR 

8.4 

'100 

103 

106 

106 

108 

113 

99 

til 

106 

108 

arid Fats 

8.2 

10b 

108 

106 i 

. 106 

110 

109 

102 

112 

109 

114* 

• Total Chemical Industry 
Total Chemical Industry 

100.0 

100 - 

111 

123 

125 

>130 ' 

128 

121 

131 

_ \ 

129 

139 , 

' (Seasonally Adjusted) 
Total All-U-K Industrial 
Production (Seasonally 


100 

m 

123 

125 ■ 

130 

125 

*1- f 

124 

126 

133 

136 

Adjusted) , 100 , 105 U2 

* Including Coal Tar Chemicals. ' . 

.} Adhesives; Polishes; Insecticides. Disinfectants, etc. 
t Per cent, of net ontput (excluding amount* paid for services) 

1 14 ' 

in 1958. 

115 

114 

114 

115 

116 

115 

it 
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1963 and the increases were fairly 
general in this group, Table ., 2 
snows the relative importance of 
various sectors through their contri¬ 
bution to the increase in the index 
of production for the chemical in¬ 
dustries, the important part played 
by organic chemicals and plastic 
materials is evident. 

Table 2 : Index of Production of 
Chemical Industry 





& 

4 * 

£ 

4jr* 

SssSS 
<3.si ss 

Organic chemicals and 



plastics materials 

18.8 

+4.0 

Other basic chemicals 



and explosives 

40.0 

+2 Jt 

Other sectors 

41.2 

+1.4 

Total, chemical 



industries 

100.0 

+8.2 


* Increases in the respective index num¬ 
bers (table attached) multiplied by 
the weights. 

It seems more than lilrely that a 
higher rate of growth can be ex¬ 
pected in the months ahead in the 
field of organic chemicals, as pro¬ 
duction of consumer goods expands, 
since these chemicals have outlets in 
such industries as cars, consumer 
durables and household goods. 

In the field of exports, apart from 
organic chemicals and plastics mate¬ 
rials, there was little overall change 
irt the first half of 1963 as com- 

E ired with a similar period in 1962. 

xports of medicinal and pharma 
ceutical products, however, drop¬ 
ped, as did exports of explosives. 
Organic chemicals and plastics 
materials accounted for most of the 
increased trade in chemicals in 1963, 
exports increasing by around 20 per 
cent in January-June 1963, compar¬ 
ed with January-June 1962. 

Imports of chemicals showed a 
very sharp rise in the first six 
months of 1963, being 13 per cent 
up on the previous year as com¬ 
pared with the 5 per cent rise in 
exports. Here too, organic chemicals 
and plastics materials were respon¬ 
sible for the largest rise, being 
some 20 per cent above the first 
six months of 1962. Other chemical 
imports Increased by 7 per cent, a 
considerable part of this being due 
to nitrogenous fertilizers, imports 
• of which were nearly double those 
of a year earlier. 






.GED 

_ COMFORT 

PACKAGED 

ECONOMY 

a 



5 Ton 
& 

7t Ton 


“ . the an»^ rtoa ’ r 

PACK** ’•**., 

o„dit ' oo,n0 ° .nd 

;°;l— *•££-*—* 

__ De*ifl ned ,_. s r oorr> » nd 

-T—- 

doe * a b ' S ^ 


Manufactured by 

AIR CONDITIONING CORPORATION LTD. 

CALCUTTA lOrtSAT NEW DELHI 

















fcoi*c :%***& 


November I hi 


Capital Vim 


The Drift Continues 


Romesh Thapar 


A ,J r. the extraordinary ramifica¬ 
tions of our troubled twentieth 
century find their projection in the 
fife of the Capital these days. The 
joint excercises of Indian, U S, 

British and Australian air force* 
are under way. As ‘raiding' and 
‘defending’ planes take to the sky, 
the Soviet cosmonauts ar£ being 
feted on the ground — uxKitcal 
the headlines. Meanwhile, General 
Adams, Commander-in-Chief of the 
U S Strike Force in South and 
South-East Asia, is in Delhi for 
talks. Against this blurred back¬ 

ground, our ambassadors in Arabia 
and Africa are gathered at the 
Ministry for External Affairs to de¬ 
vise non-aligned attitudes which 
will be consistent and relevant in 
the situation now unfolding. 

And Prime Minister Nehru is 

spending anxious hours wondering 
how to reorganise his government. 
He would like to get over with the 
business before his birthday on 
Thursday the fourteenth, on the eve 
of the Diwali celebrations in the 

north, and well in time for Parlia¬ 
ment which meets on Monday the 
eighteenth. But, the hope is reced¬ 
ing. He cannot make up his, mind. 

The Nehru Position 

In a sense, Nehru is the master 
architect of the labyrinthine econo¬ 
mic, political and social structure 
which baffles those who try to see 
some order in the disorder. Signi¬ 
ficantly, despite his physical and 
spiritual exhaustion, he alone \t the 
moment possesses those qualities 
which can bridge the gulf between 
the rulers and the ruled and assist 
a break-through to new perspectives. 
Yet he is, also the major obstacle to 
such a break-through. His inaction 
reduces India to impotence. 

Consider the readity as Jawaharlal 
Nehru enters his seventy-fourth 
year. More than any other Indian 
of his time, he has devoted his en¬ 
ergies to planting the seeds of demo¬ 
cracy in the authoritarian hothouse 
that is Indian society. More than 
others, too, he has prevented his 
people from tearing down the walls 


of this hothouse, to free the growth 
of democracy and permit it full 
luxuriance. Almost single-handed 
he has campaigned for secular, 
civilised attitudes, against communal 
and caste divisions. And with many 
others, he too, has confused and 
blunted those movements which 
sought to strike at the roots of these 
national aberrations. Over the years 
he has urged his people to espouse 
socialist remedies to eliminate po¬ 
verty and destitution, to usher in an 
egalitarian, humanist society. Over 
the years, too, he has acted to pre¬ 
vent the laying of a firm foundation 
for such a society. This startling 
ambivalence in his attitudes, and 
consequently his total neglect of the 
need to support institutionally the 
processes of democracy, secularity 
and socialism, also finds full reflec¬ 
tion in the formulation of his for¬ 
eign policy. In this complex man¬ 
ner Jawaharlal Nehru has become 
not only a bulwark for progress but 
also a bulwark against progress. 
This, perhaps, explains his towering 
strength in the past and his pathetic 
weakness today. 

These passing thoughts on the oc¬ 
casion of the Prime Minister’s birth¬ 
day are relevant insofar as the mo¬ 
dern Indian who has been nourished 
on the thought and aotivity of 
Nehru, and who has still half his 
life to live, is unable to go beyond 
the man who in a sense moulded 
him. There are no organised mass 
movements, no dynamic institutions, 
no basic propulsions, to carry for¬ 
ward the gains of the Nehru era. 
A nation stands leaderless even as 
the leader goes through the motions 
of leading. This is in essence the 
root cause of the paralysis, the cri¬ 
sis, the tragedy of India in her 
sixteenth year of freedom. 

Every day brings fresh evidence 
of the dangerous drift which we 
have been witnessing in our affairs. 
The Parishad agitation in Jammu, 
reported to have been assisted by 
Jan Sangh volunteers from outside 
the State, did not come as a sur¬ 
prise. That it would result in vio¬ 
lence was also expected. Yet, for 


some unknown reason, the demon¬ 
strators were permitted to carry 
through their plan. Had the agita¬ 
tion taken a slightly more ugly turn, 
retaliatory demonstrations could 
have been sparked elsewhere in the 
State and outside. Significantly, 
these ‘upsets’ usually occur when 
Pakistan ia on the rampage. 

Democracy for Kastunir 

The lesson which should be 
learnt from the Jammu happenings 
is that the Shamsuddin government 
has to take steps to make possible 
normar oppositional political acti¬ 
vity in the State. The total lack of 
any outlet for the opposition gene¬ 
rates explosive frustrations — and 
these can no longer be bottled up. 
But, and this reflects our sorry con¬ 
dition, nobody at the Centre is pre¬ 
pared to push this reform through 
despite the threatening postures of 
the corrupt political and adminis¬ 
trative establishment in the State. ' 

One would have presumed that 
Delhi would be more responsive to 
this persistent demand for full de¬ 
mocracy now that the Sadiq-Mir 
Qasim group has made it clear to 
the Prime Minister that it wishes to 
organise a Congress Party in the 
Stale. However, we are content to 
fiddle with constitutional niceties, 
the working out of which might well 
consume unnecessary time and de¬ 
moralise those in Jammu and Kash¬ 
mir who are now ready with nett 
programmes and new perspectives. 

Meanwhile, in. the Capital itself, 
there has been a great deal of 
whispering about the manner jn 
which the Company Law Adminis¬ 
tration (CLA), one of the instru¬ 
ments of our socialist policies, lost 
its independence and was ‘consumed’ 
by the over-expanding Finance 
Ministry. The Cabinet was not con¬ 
sulted. Nor was the minister who 
held charge of CLA. The Finauce 
Minister claims that the Prime 
Minister approved of his proposal 
at an after-dinner meeting, but the 
Prime Minister on reading the news 
in the daily press is believed to 
have expressed surprise at the inter- 
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, pretation given to his approval fcy 
the -Finance Minister. Indeed theft 
aw gome wh'6 speak of this develop* 
meat as ‘another VOA’ V 7 

The hurried decision to transfer 
with immediate effect the Secretary 
in charge of Company Law Ad* 
Ufmiatration, noted for hie indepen¬ 
dence, to the Ministry of Worfcs, 
Housing, and Rehabilitation, and ' 
the, Secretary’s refusal to be so » 
’ treated,' has created the .impression 
that the prevailing state of affairs ' 

‘ in the higher echelons of the cen¬ 
tral' secretariat is none too healthy. 
.When will a shake-up be ordered '! 

Decline of- the Bureaucracy 

It is true that durbar politics in* 
evitably ‘soften 4 the independence 
of the bureaucracy, particularly 
when lucrative jobs are on display 
as incentives for those who are due 
for retirement, but the sad fact has 
to . be recorded that this serious de¬ 
cline in administrative integrity is 
not being studied by those whose 
job it is to halt these practices. The 
Prime Minister, who was once an 
aotive proponent of the principle 
that bureaucrats must not remain in 
the. Capital for longer than four 
years at a stretch, that they must 
return to their States to ‘refresh’ 
themselves, that they must not be 
permitted -to entrench their inter¬ 
ests in a particular ministry, has 
himself become Unconsciously the 
patron of these practices. 

. Tame men, 1 sophisticated only in , 
high-level clerical work, interested 
only in acting as props to ministers 
and political big-wigs, anxious 
merely to safeguard their promo¬ 
tions, are generally coming to the 
top. Independent men, who exercise 
their minds and think of the into- _ 
re«ts ; of the country, are few and 
far between. 

-Small wonder then that the 
knowledgeable in the Capital se<* 
the creation of every new commit¬ 
tee of senior bureaucrats as an¬ 
other hurdle for speedy, efficient 
decision-making. The lowest com¬ 
mon denominator prevails — and 
prevails vigorously with the heavy 
authority of rules and regulations 
which are contradictory, capable of 
many interpretations, and impossi¬ 
ble to digest^ Honte Minister Gul- 
zarilal Nandii t>l«hs. to arrest this 
rot, but will ne' realise that the 
ime for tinkering is past ? 

taw 


’ .InteMtatiMui ata&ncei ,'/ 

The drift* in our foreign policy * 
'Is naturally reflected in our aciivi-* 
ties abroad. The -conference of our 
ambassadors accredited , to Arab 
and African States^ now in session .. 
in Delhi, is a follow up to the con¬ 
ference of out diplomats from Asia 
held earlier, but we still seem to 
be obsessed by objectives which are 
in essence negative. T We have yet 
to understand that the only way to . 
re-establish our influence among 
nations of Asia, Arabia and Africa 
is to give positive, constructive con* 
tent to. our non-aligned foreign po-, 
licy, only then can China’s chair 
lenge be met diplomatically, and 
without''creating suspicions that we 
are trying to make the ncta-aligned 
'world a party to the ‘cold war’ in 
the Himalayas. . * 


Incmwihglf', lit' due -centext the ’• 
Mini wry *“* ££(ertial Affaire feels 

the .need for leadership. Since the 
departure of Krishna Menon, and 
the Prim* Minister’s involvement in 
internal politics, the, Ministry has 
managed somehow to * jog along. 
The international situation cannot - 
be tackled in fragmentary %»hion 
by an overworked Prime. Minister. 
Someone has to take over this job, 
and, naturally, the sooner the-better. 
Conference* of ambassadors are no 
substitute for day to day handling 
of the ^complicated issues which are* " 
now demanding attention all over 
the world. > 

Yes, the drift continues. And I 
will not end this column with the 
pious hope that Parliament, assem¬ 
bling on November 18 , will take 
sprious note of this'situation! 
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; • Prospect for a Labour Government 



'j’RIWIPH for Home, disaster for 
bis party. That was the snap 
verdict of British commentators on 
last week’s two eagerly-awaited by- 
elections. Was it justified ? 

■Taken in isolation (which is how 
commentators here are astonishingly 
apt to take by-election results) the 
figures looked plain enough. Luton, 
a prosperous car-manufacturing town 
with full employment and fuller pay- 
packets, offered the perfect example 
of the “you-never-had-it-so-good” 
philosophy which swept the Tories to 
victory in 1959. Would the formula 
work again ? The voters’ answer was 
decisive : the Labour Party candidate 
got 48 per cent of the votes, as against 
45 per cent in 1959; the Conserva¬ 
tive share of the poll fell dramati¬ 
cally from 55 per cent to 40, most 
of their missing votes having pre¬ 
sumably gone to the Liberals '‘who 
had not fought in 1959 and who 
now picked up 11 per cent of the 
poll. Labour had expected to gain 
the seat, but never by this margin. 
Repeated throughout the country, a 
swing of this size would produce a 
Labour majority in Parliament of 
some 200 scats. 

Comfort for Tories 

The Kinross result, announced the 
following day, offered some comfort 
to the Tories. Sir Alec Douglas- 
Home had a very comfortable majo¬ 
rity. True, the Conservative propor¬ 
tion of the poll fell by 11 per cent, 
but considering that a popular local 
Liberal candidate was standing 
where no Liberal had stood in 1959, 
that was not too bad. The majority, 
over 9,000 in an electorate of 
32,000, was well above Conservative 
predictions; and the size of the poll 
— 76 per cent of the electorate 
voted, against 71 per cent in the 
general election—demonstrated that 
the new Prime Minister had made 
a considerable personal impact. 

That, roughly, summarises the 
general reaction here (and, one 
imagines, the reaction transmitted to 
India) — and absurdly unsophisti¬ 
cated it was. The science of psc- 
phology — electoral statistics — 
here is by now high'y developed, 
and widely accepted; which is to say 
that it is highly and widely ntisu- 


(From a London Correspondent) 

sed. This counting of percentages 
and swings is essentially a static 
thing, a freezing of the electorate in 
a moment of time. And Britain 
happens to be, politically and eco¬ 
nomically, in a particularly fluid 
state. 

We have just got a new Prime 
Minister; and even the good fortune 
of daily by-election reports has not 
been enough so far to eliminate the 
image of the weak-chinned 14th 
earl which is how he at first appeat- 
ed to the British public. The fact 
is, though his opponents preferred to 
overlook it, that the 14th earl had 
been holding one of the highest 
offices in the state long before he 
became prime minister; and neither 
his international equivalents, nor 
those who served under him, found 
him weak-chinned • in anything but 
aopearance. One need not like 
Home’s policies to feel sure that he 
has a chance of establishing himself 
as a strong public figure in the next 
few months. In any event, he is 
bound to establish some image. This 
factor is electoraily significant. It 
seems unwise to project forward by- 
election results which ‘ inevitably 
can take no account of it unless by 
coincidence. 

Conversely, it is arguable that 
Home’s personal success in the by- 
e’ection has been overstated. The 
high poll may well reflect mainly 
the determination of local and cen¬ 
tral party leaders to ensure that the 
new Prime Minister should enter 
the Commons trailing clouds of 
electoral support. A by-ejection 
flop would have been disastrous for 
him. In remote, under-populated 
and feudal Kinross — North Scot¬ 
land is the British equivalent of 
Rajasthan—the Conservatives have 
the organisation, influence and, 
above all, the cars to bring in distant 
voters as their opponents have not. 
In this utterly secure Tory scat, there 
was no incentive in 1959 to go all 
out for victory. This’ time there 
was. 

. Labour’s Chances 

Home apart, there are other fac¬ 
tors which make it hazardous to 
extrapolate from Luton (no one 
suggests that Kinross is typical of 


the country at large) to a Labour 
Party triumph at the next general 
election. For one, Luton is not real¬ 
ly typical. It is peculiarly depend¬ 
ent on one industry, motor manu¬ 
facture, which is both peculiarly 
well-paid and peculiarly prone to 
ups and downs. Luton was having 
it very good indeed in 1959. Its 
prosperity has not always been se¬ 
cure since. Perhaps having got its 
washing-machines and cans, it wants 
planned securities to keep them ? 
One might argue that it is in a 
sense five years ahead of the rest of 
the country, and that if the Tories 
can contrive another pre-election 
boom the old formula will work 
elsewhere: it is about time, inciden¬ 
tally, for the summer’s growing 
strength of the British economy to 
be reflected in the opinion poll 
figures, and it is being. 

Alternatively one might argue — 
this seems more probable — that 
“you never had it so good’’ is in¬ 
deed faltering as an electoral ap¬ 
peal because the parameters of elec¬ 
toral politics are changing. The 
Labour Party, for the first time since 
1945, is succeeding in presenting 
itself as the modern parly, looking 
at 1970 instead of 1935. It has vir¬ 
tually abandoned the emphasis on 
nationalisation, thereby destroying 
the second half of the appeal of 
Tory prosperity — “don’t let La¬ 
bour ruin it”—not because it has 
abandoned public ownership but 
because it presents this as subsidiary 
to expansion. For fifteen years La¬ 
bour has been seen as the party of 
restriction; now it is the party of 
growth. Simultaneously it has ma¬ 
naged to focus political attention on 
precisely those social goods in which 
the Tory record is least attractive 
such as housing and education. (Ac- 
tua’ly, the Tories have not done too 
badly but they could have done a 
great deal better). We ate now see¬ 
ing—for the first time in years — 
public awareness that private pro¬ 
sperity is good but that it is not 
enough. This of course does not 
mean that Labour will necessarily 
gain from changing the direction of 
public attention : The Conservatives 
may be able to suggest that they 
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are'better ,6tted i« j»trf the wutllry 
, into the future. ( 1 ■ ■ 

Good Bet, -bat Mo More f ’ " 
Add to all this the well-known 
fiat that by-elections in Britain are 
no automatic guide to a general elec¬ 
tion. Discontented supporters, of the 
Government know-<tlttt;'the^'iiebii- < 'M-' 
gister a protest vote wjthsnt hringing 
'it ‘down, fsurfosifcpce by voting Libe¬ 
ral. As ’th* general election approa- 

• cheet one would expect to see an ero- 
aiott of Liberal support,» mostly in 

• favour of the Conservative party. 




.y,-<< 


Nation-wide opinion polls sugge* 
that the Labour Party it 'nioi more 
than 10' pointh ahead pf the T!ories; 
and, owing to the huge ‘wasted’ La* 
.hour majorities incerttin constrtueh- 
yies,* it U generally accepted that it 
r « pB )»B fc- *i«aW! Or two point bad. in 
tfanmtalvote-lp- win apariiaa^enUtry 
majority.' A 10-point lead would en¬ 
sure a handsome labour victory — 
tomorrow; but the _ election may be as 
much as'11 months away, and larger 
leads have vanished fb -the past in 
that space of time. Against this, Li- 


... . . 

t " * m * (■ • "*, .» 

tehioh 

go' to strengthen dfe'V'tdtewv 
—aeepjs to be already down to what 
one might expect at a genera} elec¬ 
tion, ground Iff pier cent. Tbert «*?!« 
not. be much more for' the Censer*, 
vatives to pick up there. And. of 
.course, the powerful simple send- 
menf of “time for X change.” is 
working for Mr ffarold W8i»n. 1 
. To sum up: after the by-elections 
as before, a Labour Government in 
. Britain in 1964 is a good Bit, out 
no mote. ' 
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Mans -for the Reform of the International Monetary System, by Frit* AfacMup; Princeton University, Princeton N 1, 
U $,A, I9®2., Page* ,67,, priqe not stated , * , < * 


j|ISGUSSIQ?f of the problems of ' 
- , iritprnatipnal liquidity wm most 
. adtive. between 1958 and 1961. A. 
number of {Jlans /or the reform or 
Htelgapisation of the. international 
monetary system were put forward 
during this period. By the time 
the Vienna -meriting of the * Inter¬ 
national Monetary Fund was held 
hi ’September 1961, however, it was 
quite clear that those, in favour of- 
moderate adjustments in die exist¬ 
ing system had triumphed over 
those who believed that h more 
radical transformation' of the sys¬ 
tem was necessary. It was agreed 
at that time that arrangements to 
enable .the Fund to make use of its 
borrowing powers to supplement its 
resources in times of need would 
be sufficient 'to deal with whatever 
problems of shortage of internatio¬ 
nal liquidity the world might face. 
Even the moderate proposal that 
the Fund should have automatic 
borrowing rights, was turned down 
and the Paris Club was formed as 
a group of lenders who woujd have 
to agree on the need for borrowing 
by the Fund for the specific pur¬ 
pose it had in mind before the addi¬ 
tional resources would be made 
available to it- 

However, the formation of the 
Paris Club did imply a step forward 
in arrangements to ensure that foe 
international monetary system did 
not break down as. a result of spe¬ 
culative pressures on the major 
currencies which have accepted con¬ 
vertibility responsibilities 4 -under 
Article VIII of the Fund. Subse¬ 
quently, a series of swap arrange¬ 
ments between the United States, 
on the one hand, and other major 
industrial countries and the Bank 
for International Settlements,, on 
the other, added to the resources 
available to the countries concerned, 
to defend their- currencies in ex¬ 
change markets., International 
liquidity has been considerably 
strengthened as a result of these, 
arrangements. 

In- spite of- these developments^ 
interest in proposals to reform the 
international monetaiy system has, 
, remained Wrong. This was .reflect¬ 


ed at the last meeting of the Inter¬ 
national Monetary Fund in Wash¬ 
ington when it was decided; to set 
up a committee to study the ade- 
uacy of exjsting arrangements for 
nancing national balance‘of pay- 
4 ments .deficits. - Similar' studies are 
also being carried out by the Paris 
Club as a group.,: It is possible 
that definite proposals for reform 
or reorganisation will emerge front 
these studies before ’ International 
Monetary Fund’s next meeting ip 
Tokyo in September 1964. 

1 Plans in Proper .Perspective 

Professor Fritz Machlup’s study 
is, therefore, of special interest at 
this time. The book has been written 
largely with a pedagogic purpose 
in mind, as the author rixplains in 
his Preface. This adds to the value 
of the book. So many plans have 
been put forward and the discussion 
of these plains has tended to focus 
attentions on their contradictory 
features so much that a book of 
this kind which puts the various 
plans in a proper perspective was 
long overdue. 1 That such a book 
should have been written by one 
who has made his own independent 
contribution to the subject,and is 
thoroughly familiar with every de¬ 
tail of the system under discussioh 
makes the book particularly valu¬ 
able. 

It can be said without hesitation 
that though the book has in mind 
primarily the student, its pedagogic 
purpose Could be construed to in¬ 
clude all those who take interest 
in the subject. The arrangement of 
the material is so logical and the 
exposition so clear that even those 
who have devoted considerable 
attention to the issues involved will 
get a better grasp of the complex 
problem denoted by comprehensive 
label of international liquidity. 

Professor Machlup begins with a 
Brief description of the internatio¬ 
nal monetary system. He then dis¬ 
tinguishes between' three different 
problems that arise under the exist¬ 
ing system, each having two aspects. 
Finally, hri turns to an examina? 
don -of a selection of plans,, this 
chapter forming; of course; the core. 


of his bo6k. , It is his ’ excellent 
classification of the various propo-. 
sals that makes this discussion par: 
ticUlarly useful. This helps the 
reader to understand exactly where * 
each particular proposal fits into the 
system or rather which features of 
the existing system the different • 
-plans propose to strengthen or 
modify 1 in .preference to others. It 
is equally important, of .course, ’ ta 
know; how exactly particular propo¬ 
sals in each class Aim, to modify A 
particular feature of-the existing 
system. . • 

The,simplest proposals are con-, 
cemed with the .extension of the ■ 
existing gold exchange standard 
either with increase in dollar and 
sterling reserves or with the adop- 
tion of additional key Currencies. 
Most Writers recognise, hdwever, 

. that such .an extension would leave 
Certain problems unsolved. They, 
therefore* go on to propose specific 
methods of dealing with these pro¬ 
blems as., and when they arise,, 
Mutual assistance of-different types 
among central banks figures among 
these methods, though, there is vary¬ 
ing emphasis on safeguards against 
misuse of the facilities,provided in, 
this, way,' with differences about 
what exactly Constitutes such rq*“‘ 
use. ’ , • 

The more radical proposals ah) 
grouped together by Professor. 
Machlup under proposals for 
“Centralisation of Monetary Reser¬ 
ves and Reserve Creation’,’. These 
proposals are classified into those 
providing for overdraft facilities to 
deficit cOuntrit^, those caHing for 
autonomous reserve creation- by. the 
world central bank, and those Unk¬ 
ing such reserve creation with 
finance of aid to Underdeveloped 
countries. The Keynes, Triffin and 
Stamp plans are the three major 
examples of these three types of 
proposals. The proposals of ACL 
Day, submitted to. and endorsed by 
the Radcliffe Compiittee,.arid the; 
four schemes presented by Sir Roy 
Harrod as alternatives to his che- 
rised Scheme fox an,increase in foe 
price are also discussed here. An 
increase hi the price of gold and 
freely flexible exchange rates are 
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the remaining two classes of pro¬ 
posals examined by Promisor 
Mtchiup. 

No “ Best w J 

It is practical to recognise, as 
Prolessor Machlup does, that there 
can be no “best” plan. The author 
makes dear, however, his view that 
a basic reform of the system will 
have to be undertaken at an early 
date, since the stop gap arrange- 
( mints represented by the Paris 
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Club cannot provide a real solution 
to die problem, though they may 
help to tide Over the worst for the 
time being. 

Professor Machlup does not take 
a definite stand in favour of one 
or the other approach to the pro¬ 
blem of international liquidity. To 
have done so would have been in¬ 
consistent with the object of the 
book. By clarifying the various 
proposals and putting them in a 


S roper jetting, however, : Prafssdir 
Eachhip has done a definite service 
in this excellent little book. While 
he could hardly expect to do full 
justice to the various plans within 
the space of 67 pages, he has suc¬ 
ceeded admirably in providing 
introduction to them and setting 
out their relationships to one another 
and to the characteristic features 
of the present international mone¬ 
tary system. . 
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Higher Education in 

In the Light of the Robbins Report 


A K Daegopta 



Already there is in this country a tendency to judge the progress of higher education in terms of the 
number of universities set up and the number of students coming out with degrees. 

' • * 

In recent years multiplication, of Universities has gone beyond all proportions — a trend which must' 
be viewed with ohm. - * 

The Rtihbins report may give a fillip to this bead. 

That Would be disastrous, for finance forhighet education is severely limited and so is the avail¬ 
ability of suitable teachers. Whatever resources we hive must not be too thinly spread. Our universities, 
barring the elder hues which have over the years established « tradition of learning and research in many 
fields, should, therefore, specialise in a limited number of subjects, * 


There seems to be a t certain recognition of this principle, implicit at any rate, in the University Grants 
Commission's decision to choose a few universities as ‘advanced centres' in respect of particular branches of 
study. This is a move in the right directum. 


r T 1 HE long looked-for Robbins 
Report on Higher Education is 
out. The terms of reference of the" 
committee were: 

“To review the pattern of full 
time higher education in Great 
Britain and in the light of nation¬ 
al needs and resources to advise 
Her Majesty’s Government on 
what principles its long-term 
development should be based. In 
particular, to advise, in the light 
of these principles, whether there 
should be any change in that pat¬ 
tern, whether any new types of 
institutions are desirable and whe¬ 
ther any modification should be 
made in the present arrangements 
for planning and coordinating the 
development of the various types 
of institution." 

Thd Committee worked for two 
and a half years, held 111 meetings, 
interviewed over 100 witnesses and 
considered more than 400 memoran¬ 
da of evidence. And yet Lord Rob¬ 
bins, its Chairman said in a Press 
interview that the Report was a 
“rush job”, — that the Committee 
had done in two and a half years 
what he really believed could not 
be done thoroughly in less than five. 

Profound Impact Likely 

The Report has had an enormous¬ 
ly enthusiastic reception. The Gov¬ 
ernment has welcomed it, the Min¬ 
isters have commended it as “the 
most important social document to 
be produced since the Beveridge 
Report”, and the Prime Minister 
wrote personally to thank Lord Rob¬ 


bins and his colleagues for the work 
they have done. 

Undoubtedly the Robbins Report 
will have far-reachipg effect on the 
volume and pattern of University 
education in Arts, Sciences and 
Technology in Great Britain if a 
good part of the 178 recommenda¬ 
tions that it has offered is imple¬ 
mented, as of course it will he. The 
Committee, as Lord Robbins puts it, 
was inspired by a setose of urgency 
created by the prospect of an edu¬ 
cational crisis that the country was 
facing — the demand lot higher 
education running too far ahead of 
the provision for it. The Commit¬ 
tee thus recommends the establish¬ 
ment of 28 new Universities so as 
to accommodate on the whole, an 
estimated 560,000 student* coming 
up for enrolment in Universities by 
1980-81, as compared with 260,000 
in 1962-63* 

Relevance to India 

Hie purpose of this note is nei¬ 
ther to commend nor to criticise 
the Robbins Report on its own 
ground. Who am I to do that? The 
note rather is concerned with our 
own country, I am indeed alarmed 
at the possible repercussion that the 
Report may have on the thinking of 
educationists In India, as It svill be 
publicised there. Already there is a 
tendency in India to judge the pro¬ 
gress oi higher education in terms 
of the number of Universities set up 
and the number of students coming 
out with an MA or MSo degree. 
In recent years, particularly since 
the establishment of the University 


Grants Contuniswon, multiplication 
of Universities In India has gone 
beyond all proportions — a trend 
which some of us have viewed with 
considerable alarm. The Robbins 
Report may give a fillip to that 
trend, If the need, for Universities 
is to be assessed by the number of 
places that candidates coming from 
secondary schools demand — and 
this is the measuring stick of the 
Robbins Committee ~ then the ex¬ 
pansionist scheme of the University 
Grants Commission, such as is be¬ 
ing operated in India would surely 
claim justification. The major Uni¬ 
versities in India are surely over* 
crowded, and if all potential candi¬ 
dates for University education are to 
be accommodated surely there is 
room for more Universities. 

In a country like England, where 
a certain minimum standard of in¬ 
tellectual equipment can be assum¬ 
ed in prospective candidates for 
University education and a certain 
minimum of intellectual opportuni¬ 
ties are guaranteed in the Univer¬ 
sity centres, demand for places may 
well be permitted to set the crite¬ 
rion of provision of places. Indeed 
the broad motivation of the Rob¬ 
bins Committee is, as it underlines 
in its report, “the undoubted gain 
of young people being brought into 
contact with leaders of thought and 
of knowing themselves to be mem¬ 
bers of an institution In which the 
highest standards of Intellectual ex¬ 
cellence are honoured”. 

Case for Specialisation 

A large claim indeed, but one 
which perhaps is justified in terms 
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,#f the ifturrdNr^,by Bn* 
(Ml Ubjvjejiftaea, especially Oxford 
imd Cambridge. But, ji truth ia to 
* ite-said, net many of the existing 
1 Universities in India, can have pre*. 
tensions to a standard appropriate 
to toe 'claim urged in the Robbins 
* Report. Oni jvho has experience of 
. selection committees fa our Univer- 
aitied must know how difficult it' is' 
* to staff even the major universities 
ih the country; it is-not lack of will 
alone (although it does have its 
part) t that is* responsible for bad ap¬ 
pointments in our Universities, 
There .ate people even in England 
to express iriisgivingg at the expan- 
sionist move, suggested in the Rob¬ 
bins Report. The London Times 
> . was quick to point to the possible 
danger of .setting “demand foe 
places” as the criterion of expan¬ 
sion of Universities. “The change of 
scale, the influx of students of ques¬ 
tionable bent, the thinner spread of 
first rate teachers are bound to in¬ 
fluence profoundly the nature and 
quality of British Universities.” 
(Editorial on the Robbins Report, 
October, 24,, 1963). If such be the 
fear concerning the application of 
the Robbins criterion in Great Bri¬ 
tain, how much more must it be 
when the criterion is sought to be 
applied in India. 

In a paper entitled ‘‘Teaching of 
Economics” which wag published in 
The Economic Weekly (Annual 
Number, Februay 4, 1961) I took 
courage to suggest that, considering 
the scarcity of dependable teachers 
in the country, postgraduate teach¬ 
ing in economics should be confin¬ 
ed to no more than about half-a- 
dozen Universities. And 1 thought 
the position was very much the 
same in other fields of study, too. 
Indeed I have for long held Die view 
that in the present state of higher 
education in India, we shoulcFhave 
our Universities — barring the older 
ones, such as Calcutta, Bombay, 
Madras and Allahabad, which have 
over the years established a tradi¬ 
tion of learning and research in 
many fields — specialising in a 
limited number of subjects, subsi¬ 
diary fields of study being kept at 
the under-graduate level. Which 
fields of study each university will 
take up, for specialisation will de¬ 
pend upon its, cultural, and environ¬ 
mental setting, While it may jbe 
difficult to persuade the already es¬ 
tablished Universities to’ cut down 


.the -scape'*'l tbwr a pa ptiaa , <*»' 
cannot plead toe.streagly'for ooasir 
deration' of this principle when it 
comes to tile establishment of a 
new University or the opening up 
of new departments in an existing 
University. . 

Choosing the' * Advanced Centres* 

' Finance’ is severely limited due 
to the poverty of the country and 
so is the' Availability of suitable 
‘ teachers for. running higher centres 
of learning and research. Whatever 
talents we have must not, therefore, 
be too thinly spread; there is such 
a thing as “external economy” of 
concentration, and it applies to in¬ 
tellectual pursuits as much as it 
does to production of tpateria] com¬ 
modities. 

There seems to be a certain re¬ 
cognition of this principle —- impli¬ 
cit at any rate — in the University 
Grants Commission’s decision to 
choose a few Universities as “ad.- 
vanced centres” in respect of parti¬ 
cular branches of study. The move 
is in the right direction.- And if 
these centres attract not merely - 
superior teachers but also the better 
type of students,'all is well. If, how¬ 
ever, the choice of a centre is based 
on the quality of the existing staff 
in a particular department and ig¬ 
nores the quality of students who 
are to benefit from the centre — 
and this may well happen—a mal-, 
adjustment is created, and the so¬ 
ciety fails to get the maximum re¬ 
turn out of the scheme. One remedy 
against a possible mal-adjustment 
of this kind is to introduce a gene¬ 
rous system of scholarships to draw 
deserving students to the favoured 
centres; this indeed is an inevitable 
supplement to the discriminatory 
allocation of funds that our scheme 
involves. But grant of stipends or 
scholarships may not always over¬ 
come the inertia of our students and 
guardians; geographical distance 
may prove to be too much of a 
harrier. 

Special Cadre of University Teachers 

In their choice of advanced 
centres the UG C should, therefore, 
apply an additional criterion — 
namely the quality of local scholars 
that tpight benefit from the centre. 
For historical -reasons or on ac¬ 
count of perversity of selection 
arisingreut of regionalism and caste- , 
ism, a centre which has a large 
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supply of able and promising 
dents may be found not to have 
nfficwnt staff. One must not on 
ground ignore (he claim of such 
centre for recognition as an 
vanced centre. Rather contrary, 
the matter of recognition of cent 
t would indeed go more'by;the qi) 
, lity of, students attending leotui 
and carrying on research than 
the efficiency of the staff at a pai 
cular: moment. Teachers dan 
made mobile more easily, than 
dents, if only because the tiuml 
involved in the Jatter is very mu 
larger. Why should not the UC 
create a special cadre of Univer 
Professors and Reader* *— cal] 
U G C Professors and Readers' 
whom , they ca'n send over to vs 
ous chosen centres, if such cent 
cannot be relied upon to make go 
appointments? The recruitment w 
be made on an All-India basis 
thp lines of the old Inditti £du< 
tioh .Service, and the posts ma 
transferable. I would commend 
proposal for consideration of 

U G C Needs Changing 

The U G C has indeed a big t 
before it. for the future of our cot 
try will depend very much r U. 
what lead it gives to the countr 
higher education. Unfortunately, 
it is Constituted at the moment, 
cannot possiblybear the - respor 
bility that rests on it. Barring : 
Chairman, the members of the Co 
mission are all honorary, havi 
full time work as Vice-Chan cell* 
in their respective Universities, 
staff Of the Secretary is also mat 
quate; the Development Officers, 
whom rests the main burden of . 
sessing the requirements of the i 
rious Universities (their mufti 
must be by now about sixty!), 
over-worked and cannot be Warn 
if they take matters casually, 
area of operation has expand 
enormously nince the’Commissi 
was first instituted, and yet we ha 
practicaljy the same constitutl 
ruling it. It is time that the Gc 
eminent put the Commission on 
firm basis, with at least half-a-doz 
full-time members, besides the fu 
time Chairman who is already the 

If in this matter. I am goi 
beyond the Robbins Report (T 
Robbins Committee recommends c 
full-time Chairman, two full-til 
Deputy Chairmen and about 
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part-time members for the UttiyW* 
sity Grants Ctmuniaaion which -'ll' 
proposes in place ol the existing 
University Grants Committee) te¬ 
ther than stopping short of it, as I 
have in regard to its main approach, 
it is because of the greater complica¬ 
tions that we have in our country 
which require more control and 
direction in the field of education 
than Great Britain would ever need. 
I would indeed have a status for 
the University Grants Commission 
ana'ogous to that of the Union 
Public Service Commission, with 
genuine educationists, having ex¬ 
perience of Universities, recruited 
for Membership. 

What Our Universities Can Learn 
While the general approach of the 
Robbins Report on higher education 
does not seem to me to be approp¬ 
riate to Indian conditions, the'e are 
many particular recommendations in 
the Report which I could com¬ 
mend for consideration of our Uni¬ 
versity authorities. 1 would, for ex¬ 
ample, urge, following the Robbins 
Report, that the staff-student ratio 
should be improved in our Univer¬ 
sities, that while salaries might re¬ 
main what they are, the promotion 
prospects of teachers should be en¬ 
larged through the introduction of 
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a certain flatffrflltf ito e*dm in ft 
particular department,' Rutt'. greater 
attraction should he provided to our 
teachers by way of sabbatical leave, 
adequate secretarial and technical 
help, adequate accommodation, lib¬ 
rary facilities, scientific equipment 
etc, that use should be made of re¬ 
search students for informal teach¬ 
ing and the conduct of discussion 
groups, that “in appointing and pro¬ 
moting staff more weight than at 
present should be given to quali¬ 
ties other than research, in particu¬ 
lar to teaching ability” (1 would 
specially add, the general academic 
career of a candidate) and, above 
anything, that “the administrative 
burden on Vice-Chancellors should 
be reduced, so that they might pay 
more attention to educational poli¬ 
cies as such”. These are all stimu¬ 
lating features indeed of the Rob¬ 
bins Report which our Universities 
would do well to recognise. 

I do appreciate, as much as any¬ 
body else, the place of higher edu¬ 
cation. including technological edu¬ 
cation. in the scheme of development 
of our country. And if I am a 
little nervous about the manner in 
which our universities are multi¬ 
plying, it is because I am afraid that 
the influx of mediocrities in our 


centres of higher education i* al¬ 
ready making discrimination diffi- 
cult and impairing the prospects' of 
the genuine scholar. Here indeed is 
a case where “diseconomies” of 
scale may result not just in dimini¬ 
shing marginal return but in dimi¬ 
nishing aggregate return. 

Planning from Below 

n v 

All this does not mean that: those 
who fail to enter the University 
would be left in the lurch. Fay 
from that. Planning of education 
does not mean only the setting up 
of Universities or Higher Technical 
Institutes. There are various other 
fields of training which can fill the 
gap between the Higher Secondary 
stage and the University. In the 
context of our country one would 
like to see very much greater exten¬ 
sion of polytechnics for training in 
management and secretarial work, 
engineering and technological schools 
of various types for turning out 
skilled operatives — centres of voca¬ 
tional training, whose place in our 
economy should be of the highest 
importance. “Planning from below,” 
is what is often urged by our social 
thinkers. Nowhere is the di turn 
more appropriate than in the field 
of education. 
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Helping the plans 


Saving or spending—do it through 
a Bank and help us increasingly to 
serve you and the National Plans. 1 
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Growth Components of .Population Change 
in an Open Economy 


Riad B Tabbarah 


■- •In a closed ,economy, defining the components of population change — births and deaths, i e, natural 

increase — is a relatively simple matters But in an open economy, where migration may well play a part >' . 
in population growth comparable to that of natural increase, serious definitional problems arise and it be¬ 
comes essential to clearly Understand the respective meanings of the'two contributing factors. 

Art attempt is made below to show that there are two sets of concepts of migration and natural in¬ 
crease,'to demonstrate that the difference between them is not only conceptual but may also be of statistical 
significance y and to indicate their respective scopes of applicability. • 

. [The views expressed are those of the duthor and not of the United Nations.] r . 


JT is strange that one of the most 

neglected topics in population 
literature is the definition of the 
growth, components of population 
change, 'namely, migration and na¬ 
tural increase 1 . Why so basic a topic 
has been-so little discussed is some¬ 
what difficult to understand. It 
seems to be due to the fact that 
demographers have generally left 
the field of conceptual analysis to 
the population theorists while the 
latter group has tended to set its 
models and theories in the frame¬ 
work of closed economies (eg, the 
world) where migration is theoreti¬ 
cally absent, or in the framework 
of large geographic areas (eg, one 
or more national entities) where 
the contribution ol migration to 
population change is usually so 
minor (hat it may be neglected al¬ 
together. In a closed economy, de¬ 
fining .the components of population 
change — births and deaths, ie, 
natural increase — is a relatively 
simple matter. But in an open eco¬ 
nomy, where migration may very 
well play a part in population 
growth comparable to that of natu¬ 
ral increase, not Only do serious 
definitional problems arise, but as 
we shall see, it becomes psBetftiil to 
clearly understand the respective 
; meanings of these two contributing 
factors, 

The aim of this note is to show 
that there aye two sets of concepts 
of migration and natural increase, 
.to demonstrate that the difference 
between tbem is not only conceptual 
but may also be of statistical signi¬ 
ficance, and to indicate briefly their 
respective scopes of applicability. 

Two Different Concepts 

In a closed economy, recorded 
births and deaths between the year 


Y ( , gnd Y are to the population 
n+1 

living in the area in the year Y 4 . 
In an open economy, where in and 
outmigration take place, reeprded 
births and deaths' are to only a part 
of the initial population of the year 
Yi, Bfrths and deaths to that part 
that outmigrated during the n suc¬ 
ceeding years that occurred outside 
the area are accredited to a differ¬ 
ent area. On the other hand, the 
births and deaths to the immigrants 
that occurred after their immigra¬ 
tion to the area-become part of its 
vital statistics. It follows, therefore, 
that recorded natural increase in a 
closed economy is conceptually 
•different from recorded natural in¬ 
crease in an open economy. 

If this conceptual difference is to' 
be eliminated, it is essential to find 
a measure of natural Increase in an 
open economy that would reflect 
births and deaths to the initial po¬ 
pulation living in the area in the 
year Yi, irrespective of the place 
where these births and deaths oc¬ 
curred. Let us, therefore, suppose 
that birth and death rates of 
this initial population are known, 
or can be closely approximated, for 
the n years in question. If such 
theoretical birth and death rates are 
applied to the initial population the' 
result will naturally exclude births 
and deaths tp the immigrants and 
include those occurring among the 
outmigrants. They will, in other 
words, reflect the natural increase 
of the initial population exclusively. 

In. an open economy, therefore, 
there are two different concepts of 
natural increase. The first, which is 
obtained from recorded births and 
deaths in the given area, we shall 
call “area-based”. The second, which 


is obtained from the theoretical , 
birth and death rates of the initial . 
population, we shall call “popular 
tion-based”. Furthermore, because 
net migration is tire difference be¬ 
tween the given population change ‘ - 
and natural increase, a different 
concept of migration corresponds to ' 
each of the two concepts of ^natural • 
increase in the open economy. 

Algebraic Formulation 

* 

fn order to understand clearly the ’> 
difference, and the relationship, be¬ 
tween that two sets of concepts of 
natural increase and migration in 
an open economy, a few algebraic 
equations may bp formulated. As 
was first explained, population-baaed 
natural increase (Np), is defined as 
the natural increase of the popula- 
tion'living in the area at the year 
Yj, irrespective of the place of oc- . 
curronce, ie the natural increase 
of the base population (Nb). Area- 
based natural increase (Na), on the 
other hand, refers to the difference 
between the births and deaths that . 
took place within the given area. 

It consists, therefore, of the natural 
increase of the base population (Nb) 
less that of the outmigrants (Nb) 
plus that of the inmigrants (Ni). 
Thus, by definition: 

(11 : Np = Nb 

(2) : Na = Nb — No + Ni 

Therefore: 

(3) : Na —-Np— No 4-Ni 
Since the two corresponding coh-, 
cepts of migration may be obtained, 
as the difference between the given 
population change (Dp) and each 
of the two concepts of natural in- ' 
crease, we" may write; 

(4) Mp = Dp — Np and 
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(5) ; M» = Dp — N« 

Now, from (4) and (5)i 


Irom negligible., When dealing with 
economic migration (eg, the differ* 


(6) : Na = Np + Mp — Ma 
and from (3) and (6): 

(7) : Ma = Mp -f No—Ni 

What equations (3) and (7) tell 

ug is this: Area-based natural in¬ 
crease is equal to population-based 
natural increase plus the natuml in¬ 
crease. of the inmigrants minus the 
natural increase of the outmigrants. 
Area-based net migration, cm the 
other hand, is equal to population 
based net migration minus the natu¬ 
ral increase of the inmigrants plus 
the natural increase of the outmig¬ 
rants. Consequently, in order that 
Na' = Np and Ma = Mp, the fol¬ 
lowing condition should hold true: 

(8) : No = Ni 

Thus, u’nless the natural increase of 
the inmigrants is exactly equal to 
that of the outmigrants a statistical 
discrepancy, in addition to the con¬ 
ceptual difference, will exist be¬ 
tween the two sets of concepts. 

.Statistical Significance ” 

To the earnest statistician, this 
conceptual difference would be ir¬ 
relevant if the resulting statistical 
difference is always negligible. It is 
the opinion of the writer that, in 
general, where population move¬ 
ments are substantial, and particu¬ 
larly where migration is of the 
’‘economic" type, the statistical 
difference may not be negligiblfpifor 
most purposes. This statistical dis¬ 
crepancy between the two sets of 
concepts, as was just noted, is equal 
to the difference between the natu¬ 
ral increase of the inmigrants and 
that of the outmigrants. If, for ins¬ 
tance, the number of outmigrants is 
substantially larger than that of the 
inraigra’nte (or vice-versa), the rate 
of natural increase of both groups 
being the same, the discrepancy be¬ 
tween the two magnitudes of natu¬ 
ral increase will also be substantial 
and the statistical discrepancy be¬ 
tween the two concepts may prove 
to be significant. If, on the other 
hand, the number of outmigrants if 

of the same order as that of the 
inmigrants, but the age composition 
of one group is distinctly different 
from that of the other, a significant 
difference between the respective 
magnitudes of natural increase may 
he found, and again, the statistical 
discrepancy between the two sets of 
concepts may well prove to be fat 
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ent states in the United States), the 
discrepancy is usually of a high 
order. Outmigration areas, for ex¬ 
ample, may not only have a subs¬ 
tantial amount of net outmigration 
(in either sense) but it is generally 
accepted that the bulk of the out- 
migrants are young while the bulk 
of the inmigrants are old. In such 
instances the difference between the 
natural increase of the outmigrants 
and the natural increase of the in¬ 
migrants is not (Ally due to the fact 
that more people outmigrate, but 
also to the fact that those who out¬ 
migrate have a much higher rate of 
natural increase. Consequently, the 
statistical discrepancy between the 
two sets of concepts should in this 
instance be relatively larger than 
in the two previous situations. 

Alternative Estimate* 

Demographers undertaking to esti¬ 
mate natural increase and migration 
between two censuses are, therefore, 
faced with two different sets of con¬ 
cepts that may lead to alternative 
estimates of each of the two growth 
components of population change. 
The important question to be anS* 
wered here is which set of estimates 
is more appropriate to make. 

Needless to say, the answer t<> 
this question depends on the pur¬ 
pose of the estimates. This is most 
obvious with regard to migration. 
Area-based net migration, as wc 
have already seen, shows the differ¬ 
ence between the number of per¬ 
sons who left the area, a'nd those 
who entered it. It is, therefore, of 
special interest to customs and mig¬ 
ration officers, tourist agencies, and 
all persons or groups interested in 
the net number of people crossing 
the area’s boundaries over a given 
period of time. Population-based 
migration, o'n the other hand, is 
equal to area-based migration (ic 
to the difference between the in¬ 
migrants and the outmigrants) plus 
the natural increase of the inmig- 
jants minus the natural increase of 
the outmigrants. It measures, there¬ 
fore, the difference between the 
positive contribution of the inmig¬ 
rants including their natural in¬ 
crease and the negative contribution 
of the outmigrants including their 
natural increase. It reflects, in other 
words, the total"'gain or loss in po¬ 
pulation caused by the fact that 


i‘ . Ik. . . , ... 

migration took place oyer tke gtvem 
period 2 . It is, therefore, oi special 
interest to social and economic plan¬ 
ners and to all groups of persons 
interested in social and economic 
development. 

As an illustration, let us assume 
that the authorities in East Berlin 
wanted to know the effect of sealing 
the city’s boundaries (assuming that 
they are tightly sealed on all sides), 
on the growth of the city’s popula¬ 
tion Over the next five years. In 
order to do this a knowledge of 
migration over the past five years 
may he required. The question to 
be answered by the East Berlin de¬ 
mographer is, therefore, what would 
have been the gain (or loss) to total 
population in the city (aside from 
natural increase) if its boundaries 
were tightly sealed five years before 
they actually were ? It may easily 
be assumed, erroneously of course, 
that the answer may be obtained by 
estimating the net difference bet¬ 
ween those who left the city and 
those who entered it over the five 
years in question — that is, by ob¬ 
taining area-based, migration. The 
reader may now easily see the fal¬ 
lacy of this method. If the bounda¬ 
ries were tightly sealed, the city's 
population would have gained not 
only those who actually left and 
remained alive to the end of the 
period, hut also their offspring. Be¬ 
cause we assume here that the city’s 
boundaries would have been closed 
to population movements in both 
directions, the city would have, on 
the other hand, lost the inmigrants 
who remained alive and their off 
spring. What is to be estimated in 
this instance is obviously population- 
based. not area-based, migration. 

Theory and Practice 
A “component method’’ often used 
by demographers to estimate natural 
increase and net migration between 
two censuses results in a third and 
different set of estimates of these 
components. This method uses the¬ 
oretical death rates (from life tables 
or census survival ratios) and re¬ 
corded births to estimate natural 
increase. Consequently, the final re¬ 
sult describes neither one of the two 
concepts previously explained. In 
fact, this method has no conceptual 
grounds on which to rest. It may, 
nevertheless, be defended on the 
ground that it uses the most reliable 
data available to estimate popula- 
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tioB-based (or area-based) natural 
increase and migration. Practical 
considerations, however, should not 
be allowed to obscure the theoreti¬ 
cal foundations lest they result in 
neglecting the development of data 
that would satisfy the more appro* 
priale methods. It must be noted, 
that, in some instances, demograph¬ 
ers have discussed possible differen- 
ces between the results obtained by 
using recorded and theoretical birth 
and death rates 8 . The author, howe¬ 
ver, has been unable to find a clear 
analysis of the two concepts and 
their relationship nor, consequently, 
a statement concerning their respec¬ 
tive scopes of applicability. In fact, 
in several instances, the definitions 
given of natural increase and mi¬ 
gration are found to be at variance, 
with the method used to estimate 
them. '* 

Notes 

1 In discussing the “ theoretical weak¬ 
ness” of the field of demography, 
R B Vance Btatea that “ fertility, 
mortality, and migration are not 
lyetl concepts in any true sense, 
they are [stillj simply topics we 
investigate" (‘‘Is Theory for Demo¬ 
graphers ?", Social Forces, October 
1952. Reprinted in J J Spengler 
and O D Duncan, eds, “ Population 
Theory and Policy" The Free 
Press, Glencoe, Illinois, 1956.) 

3 If it is assumed that the change in 
residence of the migrants does not 
significantly affect their rale of na¬ 
tural increase, it may be said that 
population-based migration mea¬ 
sures the change in total population 
at the end of the period had the 
open area been a closed one. In 
the illustration that follows this as¬ 
sumption is made. 

3 See A J Jaflfe, “ Handbook of 
Statistical Methods for Demogra¬ 
phers ", U S Department of Com¬ 
merce, (third printing, 1960). 
p 184; and particularly E S Lee, 
et al, “ Population Redistribution 
and Economic Growth, United 
States, 1870-1950 ", the American 
Philosophical Society, Philadelphia, 
1957, pp 15-25. 

* See, for instance, D J Bogue. 
“Components of Population Change: 
1940-1950”, Scripps Foundation 
for Research in Population Probl¬ 
ems, Miami University, 1957, After 
explaining how births increase 
population and deaths decrease it, 
Bogue states : 

“If the number of inmigrants _ to 
a community, region, or nation 
from some place outside is greater 
than the number of outmigrants 
who leave that community, region, 

• or nation for some place outside, 
the population grows; If the reve¬ 
rse migration situation exists the 


pop»l*tiot» become* smaller. Thus 
: reproductive change [i e, natural 
increase! and migration are the 
components of population change". 
(p 1), Later, however, Bogue des¬ 


cribes hii component technique 
which usee recorded births, adjusted 
for completeness of registration, and 
theoretical death rates — ie, sur¬ 
vival ratios (pp 4—5). 
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Exide Batteries still keep going 
when the rest have stopped 

Silver Exide are the strong- trouble free life. Silver Exide 
est, most reliable batteries Batteries are obtainable from 
under the sun. They are qua- dealers everywhere. So don’t 
lity tested at every stage of delay—and you’ll still keep 
1 production .... that's why going when the rest have 1 
you're sure of a long and stopped. 
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Irrigation ami Crop Intensityinlndia 


PRRw 

It is assumed that irrigation results in more intensive use of land. 
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■ An attempt is made hire to test the, validity -of this assumption udth. data for irrigated and unirrir , 

' gated areas in India during the years 1952 to, 1957. 

T/te conclusion that emerges tie that during this period crop intensity in irrigated* areas ms Actually 
. h,ss than that in unirrigated areas'. s , ... • 


T he total net irrigated area offi¬ 
cially reported in 1952-53 stood 
at 52.4 million while the gross irri¬ 
gated area In that year was 57.7 
million acres*. This works out to, 
a crop intensity of 110.1 per cent. 
In other words. 10.1 per cent of 
the irrigated area was double .crop¬ 
ped or cropped more than ohce. In 
the game year the double cropped 
area Under u'oirrigated conditions 
. was 29.9 million acres or 11.9 per 
cent of the net unirrigated. area, of 
*252.3 million acres. From this if 
. may be seen that the proportion of 
the millticropped area was higher 
in unirrigated areas or at best 
; about the same in irrigated and 
. umrrigated ’ areas. 

At the State level the position 
was more or less the same in most 
States. In ten out of the 15 States 
/including Union Territories) listed 
in Table 1, the crop Intensity in 
irrigated areas was less than the 
Crop intensity in unirrigated areas. 
These include a few States with ad¬ 
vanced irrigation facilities as wetl 
as a few States where irrigation is 
more or less a recent development* 
The States of Andhra Pradesh, .the 
.Punjab and Uttar Pradesh come 
under the former category and 
these States together account for a 
significant proportion of the total 
Irrigated area of the country. So, 
inspite of the fact that the fanners 
are familiar with and well versed 

* There appears to be some doubt 
regarding the accuracy aod compara¬ 
bility .of net and gross irrigated area. 
The doubt arises in the case of an 
unirrigated crop in an irrigated area, 
(for example, a rain fed crop of Juar 
fodder or a short duration kariff crop 
in field* receiving winter irrigation). 
It ia not clear where such acreages are 
grouped — with the gross irrigated 
ajrea or elsewhere. The extent of sUch- 
area, however, is small and is largely 
confined to the canal irrigated rabi 
areas of U P and the Punjab where 
a short duration crop - Of juar fodder 
is grown before irrigated wheat provi-, 
deo the rains start early. 
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in the die of water and irrigation 
techniques, they have riot been able 
to increase the proportion of double 
cropped area 1 ti irrigated field? .over 
that in unirrigated fields. The diffe¬ 
rence in the crop intensity under 
irrigated and unirrigated areas in 
some States was quite significant. 
The intensity in irrigated afpas was 
lower by as much as 38 per cent in 
Bihar, 23 per cent in Assam, 9 per 
cent in Madhya Pradesh and 14 
per cent in West Bengal, In'the 
States of' Uttar Pradesh and the 
Punjab it was lower by 16 per 
cent and 8 per cent, respectively. 
In Andhra Pradesh the difference 
was only marginal. In the remain¬ 
ing states the difference ranged from 
2 to 10 per cent. 

Only the States of Madras, Rajas¬ 
than and Orissa showed higher 
rates of crop intensity in irrigated 


In Rajasthan the intensity 
in irrigated areas was higher by 17 
per -cent a*nd in Orissa. hy only 
3 per-cent. In both these States the 
extent of -double cropping under 
irrigated conditions was Very tow 
as agajnst a relatively high, pro¬ 
portion under irrigated, conditions. 
Id Madras the _crqp intensity was 
high , in both irrigated and onirri- 
gated conditions, with intensity 
rates at 126 ,pcr cent and 116 per 
cent respectively. In the Union 
Territories (all taken together) 
the crop intensity under irrigated, 
conditions at' 132 per cent was 
7 per cent more than in unirrigated 
areas. 

No Change after First Plan 
The relative position of crop in¬ 
tensities fn 1956-57, that is after 
a period of five years or after thfc 
completion of the First Five-Year 


Table 1 : Intensity of Cropping under Irrigated and Un-irrigated Condition* 
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Crop 

Intensity 

Irrigated 

Crop Intensity Un-irrigated 
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1 
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2 

i-*- 

in 

*vi 
m ■ 
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3 

“g S 

v ®2 n- 

133 

■t 

o. 1 1952-53 

2 

in 

o> 

6 

Average of 
' J 1952-53 to 

11956-57 

1 

Andhra Pradesh 

108.8 

118.5 

114.6 

109 2 

l05.9 

107.3 

2 

Assam 

100 0 

100.0 

100.0 

122.7 

124.7 

123.9 

3 

Bihar 

100.4 

100.0 

100.1 

138.7 

139.3 

138.1 

4 

Bombay 

109.9 

112.8 

111.8 

104.5 

104.2 

104.0, 

5 

Jammu & Kashmir 

103.8 

104.4 

104; 1 

113.8 

120.9 

118.4 

6 

Keraia 

113.3 

134.1 

135.5 

119.0 

117.6 

117.3 

7 

Madhya Pradesh 

102.2 

101.2 

101.6 

111.6 

114.3 

112.3 

8 

Madras 

126.0 

131.0 

132.5 

116.4 

111.4 

110.1 

9 

Mysore 

101.2 

' 103.0 

103.3 

102.8 

103.2 

103.2 

10 

Orissa 

103.0 

116.8 

116.5 

105.7 

106.1 

105.4 

U 

Punjab 

113.0 

122.7 

113.7 

. 121.4 

137.4 

135.4 

12 

Rajasthan 

119.9 

119.9 

119.1 

103.1 

109.1 • 

1Q6.2 

13 

Uttar Pradesh 

109.5 

10$. 2 

109.2 - 

126.6 

132.6 

130.1 

14 

West Bengal 

103.3 

102.2 

(02.9 

U6.9 

127.3 

119; 6- 

15 

Union Territories 

132,1 

120.0 

136.0 

124.8. 

137.8 

130,6 

16 

AH-India* 

UO.l 

114.1 

112.3 

111.9 

114.3 

113.0 


Compiled front: (i) 
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"Abstract of Agricultural Statistics in India”, iwued by the 
Directorate of Economic? and- Statistics, Ministry of- Food 
and' Agriculture, Government, of India, 

"Statistical Abstract of the Indian Union”, Issued by'the 
Central Statistical Organisation, -'Cabinet Secretariat, , Oov- 
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p]«i^ between irrigated and non* 
irrigated areas did mot change. 
During this period the total net ir¬ 
rigated area in the country rose by 
$2 million acres to 55.7 million 
acres as a -result ot the completion 
of irrigation works initiated prior 
to or during the First Plan. During 
the period the gross irrigated area 
also rose by 5.8 million acres to 
68,5 million acres. The crop inten¬ 
sity on this basis works out to 114 
per cent, an improvement of 3 per 
cent over that in 1952-53. How¬ 
ever, the crop intensity under un¬ 
irrigated conditions too improved 
during the same period — the ex¬ 
tent of improvement being about 
the same as that in unirrigated 
conditions. In other words, the 
double cropped area increased more 
or less in the same proportion in 
both irrigated and unirrigated con¬ 
ditions. 

Excepting Kerala and Andhra 
Pradesh, the situation did not alter 
much in the States as well. The 
crop intensities under irrigated 
conditions in most States continued 
to be below than that in unimpair¬ 
ed areas. Even the differences in in¬ 
tensity did not change appreciably 
excepting in Uttar Pradesh and the 
Punjab where the gulf became 
wider on account of an appreciable 
rise in the double cropped area 
under unirrigated conditions. 

Noticeable change was observed 
only in the States of Kerala and 
Andhra Pradesh. In these States, 
the crop intensities were lower under 
irrigated conditions in 1952-53 but 
they became, higher after five years 
hy as much as 17 per cent in Ke¬ 
rala and 13 per cent in Andhra 
Pradesh. In Kerala particularly, the 
increase in the double cropped area 
was quite impressive — it rose from 
11.3 per cent to 134 per cent in just 
five years. 

From the foregoing it may be 
seen that crop intensity is not high¬ 
er in irrigated areas than in unirri¬ 
gated areas. This disproves the gene¬ 
rally held belief that irrigation re¬ 
sults in higher crop intensity. On 
the contrary it was a little lower or 
about the same in most States as 
well as for the country as a whole. 
From these facts it may be said that 
crop intensity is not necessarily con¬ 
ditioned by irrigation and it could 
rise or fall independent of it. 
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Hsmcm for lower Crop buentley 
The lower crop intensity in Irri¬ 
gated areas may be attributed to 
many factors, such! as source of irri¬ 
gation, cropping pattern, rainfall 
and technique of farming. However, 
the impact of these factors on 
double cropping would not be the 
same in all the States. An attempt 
is made below to explain the rea¬ 
sons for the situation explained 
above. 

Irrigation may be of two types, 
viz, perennial and seasonal, and 
may come from any of the foui 
major sources namely canal, wells, 
tanks and other sources. Excepting 
irrigation from wells much of the 
irrigation from all the sources is 
mostly of the seasonal type as all 
these sources depend on seasonal 
and uncertain rainfall for their 
supplies. This is very well seen in 
the rivers where the flow varies from 
overflowing the banka hi the rainy 
season to a mere trickle in the sum¬ 
mer months. Naturally, die canals 
taking directly from such rain-fed 
rivers through diversion works 
would not provide water all through 
the year. To overcome this dams 
are built across the rivers to store 
the excess in the reserviors. It is, 
however, not possible to impound 
all the storable water since this 
would require submerging of vast 
areas of fertile low lying areas. 
Even if these constraints are not 
there, the storage of all the water 
is generally not attempted as this 
would dry the river at its lower 
reaches. Storage also results in loss 
due lo evaporation and seepage — 
thus resulting in high cost and low 
command area. Hence perennial 
irrigation is not favoured except 
when hydel power generation is 
linked to storage reserviors. But 
water from such canals is not likely 
to find optimum use as the constant 
tail race feeding the canal has no 
relation to needs of or demand for 
irrigation since the flow is main¬ 
tained even in the months of May 
and June when the demand for 
water is likely to be very small. 
However, most of the river valley 
projects, both completed and under 
construction, have both the type of 
irrigation, i e, seasonal and peren¬ 
nial, with the former forming the 
bulk. It is, therefore, logical to ex¬ 
pect multicropping only in that 
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email; portion -of the area - 
benefits from perennial irrigation. 

In areas served by seasonal irriga¬ 
tion the fanners generally take the 
best crop suited to the type of irri¬ 
gation. A|J example of this is the 
growing of wheat as the sole crop 
of the year in the canal irrigated 
tracts of Uttar Pradesh and the Pun¬ 
jab as the canals start flowing as 
late as in September and dry up as 
early as in March; This more or 
less compels the farmer Bo take only 
one crop as no crop is possible in 
the karif because any crop depen¬ 
dent on rain (except perhaps the 
green fodder crop of bajra or juar) 
would not be ready for harvest 
early enough to facilitate pre-sowing 
operations for wheat or other main 
crop and no crop is possible after 
wheat because the canals dry up in 
March. The soil fertility would 
also be low due to the exhausting 
nature of the karif crop, the success 
of which is solely dependent on ca¬ 
pricious rainfall, followed by a 
main rabi crop which Js likely to 
he not so good because of inade¬ 
quate presowing operations, reduced 
fertility of soil and delayed sowing. 
This should explain at least partly 
the reason for the low crop inten¬ 
sity in the canal irrigated areas in 
Uttar Pradesh and the Punjab. In 
areas served by perennial irrigation 
the farmers prefer sugarcane, a more 
profitable crop which though it ta¬ 
kes a full year to grow is considered 
a single crop and so keeps down the 
figure of crop intensity. 

fn unirrigated areas, on the other 
hand, the farmers try to grow as 
many crops as possible. In U P and 
the Punjab, for example, the far¬ 
mers with the onset of rain sow 
either a quick growing kharif crop 
of maize or bajra. If the crop is a 
total failure due to bad distribution 
of rain or other causes, the prepa¬ 
ration for the next crop starts early 
otherwise the sowing of the rabi 
crop is delayed a little. In normal 
years it may be said that the total 
gross returns from two crops from 
a given unirrigated area may be a 
little less than or equal to that 
from a single crop of irrigated 
wheat. 

Under well irrigation the crop 
intensity is likely to be high as the 
wells are a perennial source of water 
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calling for rigid specifications,, ElearJc-lUsIstance'’/'';-; 
Weld tubes are In every respect equal to 1 

corresponding seamless, tubes, 
current ensures efficient welding, and 

normalising Is carried out in controlled 
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atmosphere furnaces to produce a ductile tube 
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„with a smooth, blue finish. 1 
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LOCO 

We supply E.R.W. loco 
boiler and superheater 
tubes from our Jamshedpur 
Works to meet the bulk 
of the Indian Railway’s 
demand. These tubes meet 
all the technical require* 
mencs of Indian Railways. 


MARINE 

Our E.R.W. tubes meet 
all the tests specified by 
Lloyd’s Register of Shipp¬ 
ing. Indian Tube Is on 
; Lloyd’s Register of Shipp¬ 
ing’s list of approved 
manufacturers. 



LAND 

Our E.R.W. tubes for land 
boilers are accepted by the 
D.G.S, & D. and. comply' 
with the Indian Boiler 
Regulations. We also carry 
ready stocks of this cate¬ 
gory at our Warehouses. 


INDIAN TilRT THE ,NDIAN TUBE COMPANY <l«3) LIMITED 

A TATA-STiWAKTS AND LLOYLS ENTERPRISE 
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i 5 * Jtow . 1 Bolides supple* 

■ ife J 0 e. . rainfall in karif 

ea water‘is used f 6 r grow*, 

; a second *4>r even a third crop. 

& perhaps the reason for 
'gh hlw^ iintensity in Bombay state 
.MB/teti irrigate about 2.2 mil* 
64; per cent of thy 
6 t iTVtggted area. However all the 
vdi*' $9 .not yield ; enough water 
uroughout the year, Jn ntatiy re*, 
ions'wells are copious only for'a 
ew months. In the summer months 
when the peed for ’ water is most 
he welfe-dry up due to poor re- 
Charge. 'Such wells are useful for' 
upplementing rain water rather 
than to support an additional crop. 
Jie source , of water for the tank* 
is mostly rainfall and as such they 
:ah be effective only after the start 
Of rains. The. usefulness of tanks is 
felt when rains are irregular or 
come after long intervals. By . and 
large tank irrigation does not in¬ 
crease crop intensity. 

Small diversion works, lifting or 
pumping water from livers, sandy 
river beds, utilisation of hill 
stream*! etc, are other sources of 
irrigation. It is difficult to say any¬ 
thing definite about the exact na¬ 
ture of irrigation from these sour¬ 
ces hut a larger proportion ol it 
is believed to be of the perennial 
type and thus helps in raising the 
crop intensity. Perhaps this explains 
the high crop intensity under irri¬ 
gated areas in Kerala where these 
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sources account for 40 per cent' of 
the ret irrigation (.Table 2) . • 

Step* to Kaiae Crop (nteanlr 

It 5 b, 'however, possible' to raise 
the crop intensity Substantially in 
the irrigated areas provided certain 
measures are ‘taken. The most im¬ 
portant of them tgopjd' be' “better 
management of irrigation sources 
— particularly state-owned ; canal* 
and tube wells, instead of waiting 
for the rainy season to be over, if 
the canals. are run with regulated 
quantities of water from the middle 
of Jiipe ^ir early July, a short du¬ 
ration noh-risky riop could be 
taken without impairing the pto- 
duction from the main rabi crop. 
.Tins of course, would call for ■ 

*(i) additional applications of fer¬ 
tilisers and manures to bring the 
fertility status to that level which 
the. row' crop would havte utilised if 
a Awn'/ crop had not been taken up 
and, 

(ii) change in the water alloca¬ 
tion procedures and canal set up. 
In the caSe of tube-wells the de¬ 
sired change could be achieved if 
the water is supplied to karif culti¬ 
vation at specially attractive rates 
and prompt supply to water is en¬ 
sured. Evolving of high yielding 
short duration karij crop varieties 
.is another step that needs to be 
taken. 

There is ■ another aspect that re¬ 
quires some attention. This is in 



Table 2: Average Area Irrigated from Various Source* and the Total 
Irrigated Area during 1952-53 to 1955-56 

(’000 acres) 


0. 

State 

1 

- Canals 

2 

Tanks 

3 

Wells 

4 

Other 

sources 

5 

All 

sources - 

6 

1 

Andhra Pradesh 

3090 

2491 

724 

213 

6519 

2 

Assam 

B65 

— 

—- 

603 

1469 

3 

Bihdr 

1445 

728 

496 

1645 

4314 

4 

Bombay 

630 

517 

2176 

96 

3421 

5 

Jammu & Kashmir 

667 

-- 

7 

25 

701* 

6 

'Kerala 

338 

83 

28 

315 

794 

7 

Madhya Pradesh 

930 

320 

697 

93 

2045 

8 

Madras 

1914 

1981 

1162 

107 

5166 

9 

Mysore 

378 

780 

326 

205 

1689 

10 

Orissa 

551 

873 

810 

574 

■ 2081 

U 

Punjab 

5004 . 

13 

2.592 

40 

7647 

1*2 

Rajasthan 

714 

314 

2100 

64 

3196 

13 

Uttar Pradesh 

4523 

1115 

5166 

881 

12266 

14 

West Bengal 

.1331 

1017 

40 . 

475 

2892 

15 

Union Territories 

96 

.13 

43 

95 

225 

16 

All-India 

22535 

10009- 

1644J 

5524 

54452 


respect to statistical reporting 6f ir¬ 
rigated aeea ; As already stated, tie 
present statisical reporting g,tve« 
me to some doubt* a* to die -com* 
parability wf net and gross irrigated ---. W 
area. Tne. extent of inaccuracy iit 
the data wising crvitr of wrong group¬ 
ing a»d‘ of the treatment of unirri- 
, gated crop area froth a field under 
irrigation command or receiving 
seasonal .irrigation, is' perhaps small 
atypreterrt a* the extent of »uch 
cropping is negligible. The situs, 
tion, however, is likely to change 
in future in View of the intensive 
Cropping drive which is underway 
and the other measures, adminit*- ' 
trative and technical, that arg be¬ 
ing considered for achieving higher 
crop intensity. But it would not be 
possible to measure or assess tfae- 
resultant improvement in crop in¬ 
tensity in irrigated areas and .com¬ 
pare the same with that in unini- 
gated areas under the existing 'sys¬ 
tem of statistical reporting. It is 
necessary to improve statistical re,- / 
porting by suitably changing the 
definition of net and gro*9 irrigat¬ 
ed areas. . , - 


Compiled from : fi) 


(ii) 


“ Abstract of Agricultural Statistic! in India ”, isjued by 
the Directorate of Economics and Statistics, Ministry of 
Food and Agriculture, Government of India. 

“Statistical Abstract, of the Indian Union”, issued by the 
Central Statistical Organisation, Cabinet Secretariat Gov¬ 
ernment of India.' 
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Over-supply of Haw lute ' 4 

’J'HE Indian Centra) Jute Com¬ 
mittee has called for immedi¬ 
ate massive purchase of raw jute by 
the Jute Buffer Stock Association 
and the State Trading Corporation 
to mop up the market Surplus! It 
has also to be ensured that no mill 
skips its compulsory jute purchase 
quota. 

The Committee has made it clear, 
that the. overall position of jute was 
sound even though the initial im¬ 
pression might be one of overpro¬ 
duction in the current market situa¬ 
tion. The temporary oversupply in 
the jute market has been attributed 
by the ICJC to three factors. 

First, there has been an early 
crop this year which makes a big 
difference to the pattern of market¬ 
ing in a country where delayed 
harvesting of jute is the rule on ac¬ 
count of retting difficulties. Second¬ 
ly, growers need ready cash to meet 
social obligations flowing from the 
Tufas. Thirdly, the price of paddy 
has registered an exorbitant in¬ 
crease; this makes the holding of 
jute by growers for a better market 
1 impossible. • * * 
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Around Bombay Markets 

Dalai 


£)ALAL STREET did not scale 
any new peak last week, 1101 
did it appear to be in any great 
haste to do so. It preferred to con¬ 
solidate its position before making 
fresh advance. Equities generally 
moved up and down rather errati¬ 
cally; Technical considerations pro¬ 
duced sizable profit-taki’ng on the 
rise but selling dried up at the 
lower levels and there also emerged 
a fair amount of replacement buy¬ 
ing. Over the week, the market re¬ 
gistered widespread losses, which, 
however, were generally small. Of 
course, the week’s trading was not 
without some bright spots of which 
the most outstanding was Century 
which recorded an impressive rise 
on strong bull manipulation help¬ 
ed by reports about the encourag¬ 
ing progress of the company’s ex¬ 
pansion schemes. Near the week¬ 
end, Steel shares also developed 
considerable firmness on persistent 
rumours about an early announce¬ 
ment of a handsome increase in re¬ 
tention prices. 

There was very little in the week’s 
news to give a decisive push to the 
market eitherway. While a few pro¬ 
minent bulls have still a firm hold 
over the market, the feeling s eems 
to be gaining ground that the mar¬ 
ket needs rest to digest the gains 
already recorded and that a further 
sizable advance will have to wait 
until Shri Kriahnainachari makes 
up his mind on how exactly he pro¬ 
poses to boost the investment mar¬ 
ket and quicken the pace of indus¬ 
trial activity. Will TTK oblige the 
stock market with substantial fiscal 
concession? Speculators think he 
will. But investors do not seem to 
share speculators’ optimism. Not¬ 
withstanding the recent spectacular 
recovery in the market, investment 
activity is still restricted and res¬ 
ponse to new issues is rather .xild. 
There are still quite a number of 
issues which once commanded tria¬ 
ble premiums but aTe now quoted 
below par. 


Oilseeds 

Easier Tendency 
JNCREASED floyy^pf groundnut 
arrivals has begun to tell on the 

•a* 

"VJ‘" 
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Street Turns Erratic 



Thursday, Morning 


market. Groundnut and groundnut 
oil have turned easier and this in 
turn has affected the general trad¬ 
ing sentiment. Groundnut January 
which were quoted around Rs 
216.5() at the previous week-end 
were sold down last' week to Rs 
212.75 — the lowest rate for the sea¬ 
son so far, recorded once before dh 
31st July. In view of the high tem¬ 
po of crop arrivals, groundnut pri¬ 
ces can he expected to show an 
easier tendency for some time, en¬ 
couraging export performance not¬ 
withstanding. How far the current 
downward move might go is diffi¬ 
cult to sav because this depends 
very largely on the nature of spe¬ 
culative activity. Export prospects 
for groundnut H P S, groundnut oil 
and extractions look quite promis¬ 
ing. Already fairly good business 
has been put through and if the 
present trend persists, which seems 
very likely, groundnut prices might 
not register any serious decline 
under the pressure of arrivals. In 
any case, the current downward 
move should be regarded purely as 
a seasonal phenomenon; there is 
nothing like an imbalance between 
supply and demand. Oilseeds pro¬ 
duction is running far behind the 
Plan schedule and the targets fixed 
under the Plan are far from being 
ambitious in view of growing in¬ 
ternal consumption of vegetable 
oils. The seasonal factor apart, the 
bearish «entiment in groundnut is 
attributable to the general belief 
that the ceiling of Rs 236 per 250 
kgs. fixed for the January is likely 
to he kept unchanged for the sub¬ 
sequent contracts. It bears repeti¬ 
tion that to maintain the ceiling for 
futures at the same level for all 
the contracts when there exists no 
ceiling on the spot material is to 
reduce the hedge contract to non¬ 
sense. A forward contract ceases to 
be a good hedge if i'n fixing the 
ceiling rates due consideration is 
not given to the normal carryfor¬ 
ward charges which have to be in¬ 
curred in transfering ‘bull’ interest 
from one delivery month to an¬ 
other, 

- w***- 

Tike weakness in groundnut im¬ 
parted easiness to the rest of the 


market. Linseed March drifted idly 
lower from Rs 35.50 to Rs 36.19 
(per 50 kgs) and cottonseed Janu¬ 
ary eased from Rs 97 to 95.50 in 
spite of the strength in cotton fu¬ 
tures. Castorseed March which had 
touched a new high of Rs 168 or. 
good export prospects and scarce 
supply eased to Rs 166 by the 
week-end on scattered selling and 
lack of fresh support. 

Export Performance 
Exporters reported fairly good 
activity all-round. As usual, ground¬ 
nut extractions were the most active. 
East European countries were men¬ 
tioned as keen buyers. Japan and 
the U K also took fair quantities of 
groundnut extractions. Prices rea¬ 
lised were, however, slightly lower 
than in the preceding week, presu¬ 
mably because of increased Indian 
offerings. Groundnut HPS evoked 
fair inquiry and here again East 
European countries were mentioned 
as the main buyers. Reports are 
that Canada and other buyers of 
Indian groundnut are finding it 
cheaper to obtain their supplies 
from East European countries which 
are reselling Indian goods at lower 
prices in order to earn sterling and/ 
or dollars. The U K and Western 
Europe took further moderate quan¬ 
tities of groundnut oil last week; 
crude oil fetched about £ 100/101 
per ton while refined oil was sold 
at £113-10. Shippers continue to 
complain about difficulty in secur¬ 
ing necessary freight. Export busi¬ 
ness, it is said, is being adversely 
affected by the inadequate port faci¬ 
lities at Saurashtra which has come 
to occupy a very important place 
in the country’s oilseeds export 
trade. Inquiries with the trade indi¬ 
cate that the State Trading Corpo¬ 
ration is anxious to secure sizable 
quantities of groundnut oil to he 
offered to Morocco a'nd the USSR. 
It is to be hoped that the STC 
will make its purchases in a way 
which does not unduly excite the 
market. The present appears to be 
a very opportune time for negotiat¬ 
ing large business because of the 
increased flow of new crop arrivals. 

Shippers reported further large 
business of about 1700 tons in cas- 
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tor* oil, mostly with Communist 
countries. Latest reports from thfe 
U S encourage the hope that Indian 
castor Oil will again find its way 
to America, Washington has drasti¬ 
cally reduced the sale of its stock¬ 
pile castor oil from $ million lbs 
in August to 1 million lbs in Octo¬ 
ber and it is likely that there will 
be no sales of castor oil from the 
stockpile in December. This has al¬ 
ready pushed up the quotation for 
Brazilian castor oil from 11.65 to 
around 13 cents a lb, first pressure. 
Though export business with the 
U S has been at a standstill Tor over 
two years, the U S importers are 
again, beginning to evince interest 
in Indian castor oil. The revival 
of U S buying can bring new life 
to the castor futures market which 
has been extremely inactive since 
long. Export business put through 
last week in linseed cake was men¬ 
tioned around 500 tons, with U K 
as the main buyer. Cottonseed cake 
continued to be in good demand. 
The U K dnd the Continent took 
sizable quantities and paid about 
£ 32-15 per to'ri for November- 
March shipment. 





Cotton 

Prices Harden 

WHILE the buffer stock scheme 
has yet to be finalised, llie 
cotton market has developed a 
firmer tendency. If, as Press reports 
continue to suggest, the purpose be¬ 
hind the buffer scheme is to sup¬ 
port the market whenever prices 
lend to decline by about Rs 100 
per candy below the ceiling, cotton 
becomes a good ‘buy’ around the 
current levels because they are 
close to the proposed official sup¬ 
port price. And if cotton consump¬ 
tion picks up with the expansion of 
the spindleage that is now envisag¬ 
ed, the gap between domestic sup¬ 
ply and off-take is likely to be fur¬ 
ther widened which in turn will 
tend to boost cotton prices. It is 
quite possible that the buffer stock 
agency will not need to make any 
substantial purchases in order to 
support the market, 

Colton futures recorded further 
sizable improvement last week. 
After rising from Rs 700.25 to Rs 
709.25 by 11th November, the 
March contract reacted to Rs 703.50 
on corrective profit-taking but it 
was up again at Rs 707.75 by the 
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week-end. Improved sentiment in 
futures merely reflected the steadier 
•tendency in the spot section where 
prices have hardened in spita of in¬ 
creased arrivals. Mills which had 
been keeping off the market for the 
past few months are again in tin- 
market, with the result* that arrivals 
are being readily absorbed. Senti¬ 
ment has been helped by the re¬ 
cent, marked rise i'n foreign cotton 
prices. Fairly good activity is said 
to have developed in foreign cottons 
following the issuance of a part of 
the global import quota. Out of a 
.global quota of 2.4fi lakh bales pro¬ 
posed to be issued, an initial quota 

Business Motes 
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of 90,000 bales comprising 60,000 
bales of cotton stapling 1-3/16 
inches and above and 30,000 bales 
of 1-1/16 incheB and above but be¬ 
low 1-3/16 inches, is reported to 
have been allocated to mills for 
import. Prices of East African, 
Sudan and Egyptian cottons have 
firmed up on keen spinner inquiry. 
There has also been a marked re¬ 
vival of overseas interest in Bengal 
Deshi and Deshi prices have hard¬ 
ened considerably. While sales re¬ 
gistered up to 11th November ate 
placed at 39.090 bales, total export 
business in Bengal Deshi is esti¬ 
mated around 60,000 bales. 


Tata Chemicals 


THERE is a note of achievement 
in J R D Tata’s address to the 
shareholders of Tata Chemicals, of 
which he is the Chairman. His 
satisfaction at having surmounted 
the numerous obstacles which the 
Company has had to face si'nce it 
started its career twenty four years 
ago is obvious. During the year 
ended June 30, 1963 the Company 
has at last fulfilled the expecta¬ 
tions that were raised at the time 
of its establishment. With character¬ 
istic modesty, J R D attributes the 
achievement to the high competence 
and efficiency of the management 
and technical staff who, against 
heavy odds and without foreign tech¬ 
nical assistance, have done a back¬ 
breaking job all these years and 
achieved success. Tata is confident 
that the Company has now attained 
a state of self-sustaining growth a'nd 
that the sharholders ran look for¬ 
ward to the future with faith and 
confidence. 

The greatly improved results of 
the year were primarily due to the 


successful completion of the expan¬ 
sion project which has raised produc¬ 
tion of soda ash to 128,000 tons in 
1962-63 compared to 57,000 tong in 
1957. Revenue has gone up from 
Rs 273 lakhs to Rs 726 lakhs (166 
per cent) and pre-tax profits from 
Rs 25 lakhs to Rs 90 lakhs (261 
per cent). 

Compared to 1961-62, the pro¬ 
duction of soda ash increased 
by 25 per cent, and that of 
dense ash by 300 per cent. Pro¬ 
duction of refined sodium bicarbo¬ 
nate was deliberately restricted 
below capacity due to slackness in 
demand but even then it was 6 per 
ce'nt higher than in the previous 
year. There was a drop of 38 per 
cent in the caustic soda produced 
due to the dosing down of the che¬ 
mical caustic soda plant which had 
become uneconomic. Production of 
caustic soda by the electrolytic pro¬ 
cess increased by 18 per cent. Salt 
production rose sharply to 2,45,000 
tons from 65,000 tons in the pre¬ 
vious year. 
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Year 

1960 

(In lakhs 

ended June 
1961 

of rupees) 

30, 

1962 

1963 

Capita] 

312 

312 

312 

362 

362 

Reserves 

55 

64 

84 

83 

144 

Gross block 

552 

708 

804 

.875 

938 

Net block 

366 

501 

575 

611 

633 

Gross revenue 

332 

351 

425 

541 

727 

Gross profit 

64 

48 

57 

53 

134 

Net profit 

31 

26 

34 

17 

79 

Percentage of net profit to sales 

9.2 

7.7 

8.2 

3.2 

11.1 

Dividends 

19 

14 

17 

21 

35 

Net sup)us per ordy share (Rs) 

1.10 

0.70 

1.16 

0.49 

2.49 

Dividend per ordy share (Rs) 

0 75 

■ 0.60 

0.65 

0 65 

1.00 


1907 
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Sales oi various pfotfpcts'-(fijira^ 
the yfar Increased bf 34 per ’ cent 
front Rs 531 lakhs to Rs 715 lakhs," 
and profit after providing depreci¬ 
ation and before taxes by 429 per 
cent from Rs 17 lakhs to Rs 90 
lakhs. The higher profit ■ is attri¬ 
buted by the Directors not merely 
to* Jkrger output at Mithapur -but 
also to improved efficiency, lower 
production , costs and more econo¬ 
mic sales and distribution. The 
highly favourable > results of the 
year have enabled tjie Company to 
provide Rs 44 iakhs for -deprecia- 
fion ir. full including all arrears, 
and to set aside Rs 41 lakhs for the 
development rebate reserve in full 
and to declare a dividend on ordi¬ 
nary shares at Rs 1 per sjhare 
against 65 hP in the previous year. 

' The output of the expanded plant 
at Mithapur ha* now reached its 
yated capacity of.400 tonnes. The 
possibility of jncreasing the plant’s 
fcapagity to its optimum potential 
is how under the active considera¬ 
tion of the • Company. But at the 
san\e time, as the vagaries of mon¬ 
soon often deny the Company ade¬ 
quate Supply of fresh water and salt, 
it had become necessary to find a 
lasting solution to this proHlem. 
The Company has now found out 
Ways of substituting to a large ex¬ 
tent suitably treated sea water for 
fresh water in the operation of the 
plain without loss of production 
and efficiency. It is also taking 
steps to increase salt production 
■beyond iiormal requirements so 
..thgt in spite of excessive rains in 
any year its operations* will con¬ 
tinue unaffected. 

In view bf the reduced depen- 
'(fence in future of the supply of 
fresh water for the operation of the 
Mithapur plant, J R D has now in¬ 
dicated that, as against the pre¬ 
vious plan to expaiid the output of 
soda ash by 100 tons a day a sub¬ 
stantially larger expansion can now 
be Undertaken. When salt produc¬ 
tion is also stepped up all obstacles 
to large scale expansion of produc¬ 
tion would be removed. The 
management J R D said, is at pre¬ 
sent, engaged in a careful study of 
the technical, economic and finan¬ 
cial aspects of further expansion 
without adversely affecting current 
Mptf0j$ana ot profits. 

TRe accounts of the Company 
for tbe year were.reviewed in brief 
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’ ,table* on pdge 1906. indicate* dii 
progress of the Company ■ during 
die past 5 years: 

Money Market 

Thttnday, Morning 
JNTER-BANK' call money rate 
which was stagnant at per 
cent throughout the past week hard¬ 
ened' to 2 per cent only by Wednes¬ 
day this week. An increased demand 
for funds, however, had been notice¬ 
able from Monday last, bqt it did 
not affect the rate as- the demand 
eould be met without difficulty. No 
scarcity of funds wah felt as the re¬ 
sources position of scheduled banks 
as on November 1, was even more 
comfortable than the week hefote, 
with deposits rising hy Rs 9.11 cro- 
res and advances contracting hy Rs 
1,13 crores. In fart, bank’s resour¬ 
ces were large enough to enable 
them to place mbre money on the 
call loan market, money at call 
during that week increasing by Rs 
4,.77 crores to Rs 64.52 crores. * At 
the same time, the hanks also found 
it possible to increase their invest- 
' ments in securities hy Rs 17.41 cro¬ 
res, thereby replacing a major part 
of their sales effected during last 
month. The total investments of 
scheduled banks stood on November 
1 at Rs 776.75 crores which was 
only Rs 10 crores below the peak 
reached on September 27. As a con¬ 
sequence of larger investments, 
hank’s balances with the Reserve 
Bauk. declined sharply by Rs 15.98 
crores. 

This week's tenders to the Trea¬ 
sury Bills amounted to Rs 4 crores 
(Rs 3.03 crores last week) against 
Rs 2 crores invited, resulting in the 
rate of discount declining to 2.300 
per cent'from 3.310 per cent in the 
last week and from 2.318 per cent 
in the week previous. But inter- 
mediates sold between November 6 
and November 9 hardly amounted to 
Rs 45 lakhs compared with Rs 8.10 
crores during the previous week. 
Although the flow of funds tp Trea¬ 
sury Bills did not increase in the 
course of the week, tHe yield on 
treasures. were. lower ip. sympathy 
with the lower rates in the call loan 
■market., The easy money conditions 
that prevailed as reflected in the 
short term money market and trea¬ 
sury bill tenders, and the absence of 
adequate demand from .trade chan- 


.* . ■■ *-T . 

jktfy Jiqve accounted *fo» a. 
Ii’rger How at funds towards secu¬ 
rities, ; ; \ ' ; " 

Ih this context, the hardening of 
Call motftey rate On Wednesday c4t 
not.as yet indicate that trade demand 
for fund» ip .the wake <Jf the busy, 
season baa now assumed sizeable pro¬ 
portions. Quite, possibly, the demand 
is due to DiwUlj festival which is’ 
being celebrated this week in most 
parts of the country. . The increased 
demand- is reflected in the sudden 
spurt in active notes by Us -35-77 
crores ,and in the’ fall in’ scheduled 
banks’ balances with - the. Reserve 
Bank by Rs 21.29 crores 'as on 
November 8. Scheduled hanks (fid 
not however increase their borrow¬ 
ings from the Reserve Bank but ai) 
the contrary, reduced them by Rs 
1.5.3 crores to a balance of Rs 51 
lakhs. • 

The spurt in the Notes jn Circu¬ 
lation caused an additional note 
issue erf Rg 22.64 crores' for the 
week over and above the supply of 
notes by the Banking Department 
whose till was depleted by Rs 13.JO 
crores. The net note issue was 
covered by the transfer of Rupee 
securities of the value of Rs 25 cro¬ 
res to the Issue Department. 

Central Government’s deppsits 
were up by Rs 71 Iakhs and those 
of State Governments by Rs 6.98 
crores, but their combined borrow¬ 
ings from the Bank were also higher 
by Rs 2.90 crores. Foreign balances 
showed a small increase of Rs 61 
lakhs. 

The giltedged market was ' more 
active during the week although 
price changes were only .nominal. 
The 3 per cent Conversion Loan 
tended to look up. Gold Bonds 
were infclined to be easy.' The tone 
is quite steady. 

j*.•.*. 

j Gbe Economic Meefci? j 

j Foreign Subscription Rate j 

: Duo to increase in foreign j. 

! postal rates it has been found j 
• necessary to revise our foreign j 
; subscription rate. With effect J 
j from /uly 1963, the annual i 
| foreign subscription "is Rs 34, ' j 
| 50s or $ 7. j 

j , * A Fernandes i 

Butineu Manager ( 
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; BANKBNG REtURNS 

< : ((Rj iffurtt) 


Reserve Bank ‘ * 

Nov • 

Nov 1 

Oct U 

Nov 9, 

<t ,r .Note Circulation 

2279.69 

2243.92 

2257.08 

<6C 

2036.06 

, i Rupee coin 

418.60. 

\ 120,95 

120.97 

120.82 

,3«’ Deposits 
,, Central Govt 

■ ;49.39 

48.68 

32.20 

50.43. 

; (b)- Other Govts ■ 

14,35 

7.37 

10,36 

17.86 

(«)' Banks 

79.69- 

101.lt) 

84.51 

82.79 

i (d ) Others 

J64.38 

163.77 

161.96 

160,07 

4 • Foreign securities 

92.46 

92.46 

92.46 

88.08 

.5 Balance abroad , 

'7,95 

7.31 

9.10 

5.92 

6 Rupee securities 

1964.31 

1939.31 

1939.31 

1778,29 

7 Investments 

.209.23 

230.10 

168.21 

174.23 

8 Loans'* and advances 
• to Govts 

67.12 

64.22 _ 

' 83.88 

33,70 

9 Other loans and 
. 1 advances , 

141.68 

138.65 

141.22, 

150.19 

Scheduled Bunk* 

Nov 1 

Oet 25 

Oct 4 

Nov 2, 

, ■ 4 

1 Aggregate 

Deposits ( net ) 

2242.68 

2233.56 

2213.10 

’62 

2048 61 

Demand (net)’ 

986.73 

974.75 

969.52 

B19.29 

•Time (net) 

1255.95 

1258.81 

1243.57 

1229.32 

2 Cash in hand 

56.57 

56.46 

55.53 

53.96 

3 Balance with 

Reserve Bank 

97.79 

113.77 

79.44 

72.85 

' 4 ■ (2) + (3) as % 
of 0) 

6.88 

7.62 

6.10 

6.19 

5 Borrowings from 
■ Reserve Bank 

2.40 

1.88 

3.12 

5.97 . 

(a) Against usance, 
bills and/or pro¬ 
missory notes —> 

_ 

0.20 

* 

1.19 

( b ) Others 

2.40 

1.88 

2.92 

1.78 

6 Advances 

1234.43 

1237.66 

1238.52 

1174.66 

(a) State Bank 

236.84 

233.87 

234.80 

255.25 

(b) Others 

1197.59 

1003.79 

1003.72 

91*9.41 

7 Bills discounted 
(a) Inland 

177.16 

! 73.98 

1 70:90 

' 164.54 

(b) Foreign 

56.24 

57.31 

52.87 

31.14 

(■c) Total ' • 

233 40 

231.29 

223.77 

216.08 

(i) fetate Bank 

16.90 

16.65 

14.55 

15,41 

(ii) Others 

226.50 

214.64 

209.22 

200.77 

8 (6) + <7) as % 

' of (1) 

65.45 

65.77 

66.07 

- 67.89 

9 Investment' in 

Govt securities . ~ . 

776.75 

759.34 

786.00 

694.05 

10 (9) as % of (1). 

34.63 

- 34.00 

__ ...... 1 

35.52 

33.88 

- 
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Bombay Money Rates 

(Per rent per annubi) 


INDEX NUMBER OF WHOLESALE PRICES 

, . (Awe ; 1952-53 = 100) 

WEEK ENDING 


Group & ’ Sub-Group 

5.10.63 

28.9.63 

7.9,63 

6.10:92 

Pood Artfcteo 

189.9 

138.7 

139.8 

* 128,7 

Corep Is 

118.3 

117.9 

116.5 

108.6 

Pulse* 

112.4 

112.2 

109,6 

112.7 

Fruits A Vegetables 

116.6 

112.3 

144.1 

129.5 

Milk A Ghee 

126,2 

125.7 

127.5 

124.8 

Edible Oils 

154.5 

153.1 

154.6 

155.8“ 

Pish, Eggs A Meat 

145.6 

148.5 

153.7 

152.1 

Sugar A Our 

219(3 

. 217.4 

216.5 

166.6 

Others 

182.7 

182.9 

181.8 

166.3 

liquor A Tobacco 

118.7 

118.7 

118.8 

168.0 

Tobacco 

115.8 

116.8 

115.3 

96.5 

Euei« Power, Light A * 



j 

Lubricants 

139.8 

189.8 

189.8 

122.9 

Industrial Raw 



■ 

1 1 , 

Materials 

140.1 

‘ 140.1 

142,2 

188.9 

Fibre® 

130.7 

130.6 

134.1 

120.4-. 

Oilseeds 

180.5 

161.3 

161.4 

157.7 " 

Minerals * 

91.5 

91.5 

91.5 

93.4 

Others 

122.5 

121.6 

125,0 

124.8 

Manufacture* 

181.2 

1*1.1 

13L2 

126.9, 

Intermediate Products 1 38.9 

139.2 

146.0 

1429 

Finished Products 

129.9 

189.8 

129.8 

126.6 

Textiles 

128.2 

128.0 

128.0 

126.0 ‘ 

Cotton 

135.8 

135.8 

135,4 

129.1 

Jute 

102.3 

102.0 

101.3 

,109.4 

Woollen 

, 156.6 

156.6 

156.6 

141.3 

Bilk A Rayon . 

137.4 

136.3 

141.1 

133.4 

Metal Products 

163,7 

163.7 

163.7 

,161.0 

Chemicals 

117.1 

117.1 

117.4 

116.5 

-Oil Cakes , 

164.8 

185.0 

163.5 

165.1. 

Machinery & Transport , , 


\ 


equipment 

124.3 

124.2 

123.8 

117.4 

Others * 

128.4 

128.6“ 

128 r 6 

125.1- 

All Commodities 

137J9 

186.3 

187.2 

129.6 

- • ♦*• 

Colton Textile Industry 

- 1 


(Mill Sector) 


, 


Apr '63 Mar '63 

.Apr '62 

1962 ’ 




(Average) 

Production 





Cloth - 





(Million yd. t) ■' 

400 

403 

413 

416 ' 

Yarn 




* 

{ Million 16 s) 

159.1 . 

159.0 , 

154.6 

157.9, , 

Stock* 



' 


Cloth 




< * 

( Million yds) 

268.5- ' 

318.0 

280.9 

472.2 . 

Yarn 




. 

( Million lbs) 

20.1 

19.2 

17.6 

22.3 

Consumption of 




* «5 

raw cotton by 





textile mills 





( Lakh bales) 





Indian 

4.18 . 

4.05 

3.85 

, 3.87 

Foreign • 

0.56 

0 66 

0.73 

0.82 

Total 

4.74 

4.71 

4.58 

4.69 


Source : Textile Commissioner,' Ministry of Commerce anti. 
Industry. 


Cloth Production 


Call • money 
from Banks 

— 

2.49 

2.18 

Deposits . 

Seven day* 

‘3.00 

3.00 

3.00 

Three months 

— 

3.50 

— 

Six months . 

3.75 '. 

3.75 

" 1.75 


Nov 2, 
’62 

: 1 


(Million 
Apr ’63 

metres) 

Mar ’63 

Apr ’62 

1962 

Coarse 

61.5 

62.1 

55.7 • 

(Average) 

63.4 

3.00 

Lower medidm, 

1155 

116,1 

.118.3 

117.0 


Higher medium 

149.0 

147.8 
' ’ 19.3 

169.4 

162.2 

3.00 

Fine 

17.7 

14.3 

16.4' 


Superfine 

22,2 

23 4 

20.3 

2k1 

• ’ ' 

Total 

365.9 

368,3 

378.0 

’ 380.0 

3.75 

1 Source* Textile -Commissioner* Bprabay. 
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The Black King stands aloof and defiant He is 
guarded by a Pawn, a squat, menacing Castle ] 
and a scheming Bishop Dark and determined. I 
they surround him in a defensive phalanx But ( 
White is attacking with two crafty Knights, a 
disdainful Queen and a spearhead of Pawns... 
Ram Nath Sharma masterminds the strategy. 
Two moves, and the Black King is checkmated : ! 
Sharma, chess player and tank lorry driver at j 
Shakurbasti Depot. Delhi, smiles. Careful , 
strategy has won the day I 

A LORRVLOAD OF POWER 

i 

Sharma has been driving cars, tank lorries and i 
trucks for Burmah-Shell for twenty years, He j 
delivers motor spirit and high speed diesel oil to i 
dealers, aviation fuels to aviation depots and j 
packed lubricating oils to customers., .the j 
correct quantity and grade against each order. ! 


He must drive with Infinite care, unload with 
every precaution, keep his presence of mind. 
Over two decades of performance, he has never 
been known to panic. 

TODAY, AS EVER, PEOPLE LIKE SHARMA ARE W0RKIN6 
FOR YOU 

' I have 125 shares in the Society,’ says Sharma. 
A prominent member of the company's Co-op, 
Credit and Thrift Society, Sharma is proud of his 
work in Burmah-Shell, it has meant a fuller, 
satisfying life for him and his.family. 

Sharma and people like him — at all levels of 
responsibility — are Burmah-Sholl. Today, as 
ever, they are hard at work, working to ensure 
that vital petroleum products, essential to iqdia’s. 
growth and progress, are brought to you at the 
right place and time,. In the right quantities. 


BURMAH-SHELL 
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Fertilisers: Wider Perspective 

'THAT Trombay has been selected as the venue of the Fertiliser <ktor 
ferenpe, sponsored by the ECAFE and the other United Natioae 
agencies, including the r AO, and that the Fertiliser Corporation of 
India is playing the host to Jt are highly gignis» aua|^W l»orc than one 
way. It pinpoints the supreme necessity ef tAepMff vcp food produt-' 
tiop in the most populous part Of the world which has also the highest 
incidence of starvation jmd malnutrition. That it does by aingUpg 
out fertilisers as the one mo«t important agrtocyfor-initiating a change 
in agricultural techniques and raising output. Not that any one .thing 
by itself cap bring about the needed change — certain changes, fetch 
as those of the system of tenancy^ are beyond the range .of otieutifie 
techniques. But it emphasise*, die application pf ademfe in a field 
hitherto almost untouched or touched very lightly by modem develop*- 
merits. r ». ' 

The choice of the venue is also signjHant in that alone among 
the developing or underdeveloped countries India has teen making > 
considerable effort in developing the fertiliser industry in the-country, 
however halting the progress. It need hardly • be mentioned fe 
passing that Japan which is among the worlds leaders in the jptbduc- 
tion and use of fertilisers is not in the category of the ESCAPE coun¬ 
tries. That the'Fertiliser Corporation of India should play hart to the 
Conference is also not without significance, for the design organisa¬ 
tion which it has built up and the nucleus for another being developed 
by IWtiliwn' iad Chemicain, Tvavapeom/at’. 

coftntry.oatheright path of development of tile fertiliser industry after 
many years wasted in misdirected effort. • 

The gather ing of the international technical experts and specialists 
from the ECAFE countries with knowledge and experience of the 
particular problems of their own countries.must surely result in many 
fruitful inter-changes. To this body of experts tfce Minister of Heavy 
Industries, Shri Subramaniam, submitted the problem ^ of devising 
simpler procedures for soil surveys, so that the Use tif diffdijrtit. types 
of fertilisers Can be adjusted in proper proportions In or^er that the ' 
maximum benefits can be derived and nutrient properties, of, the soil 
restored atad improved instead of being damaged. -This is a field, in 
• which India claiins to have acquired considerable oxr>eritence Ai> 3f rt. 
we have not beOn able to produce p proper soil map of 
evolve a system of soil .analysis which could be widely a 
■ selecting abid blending of fertilisers. To be fair to the "hffM 1 
should add that what he. wanted was “suggestion* as to how Jmf to 
organise an effective and yet not too opstly a system of extensive amt 
analysis”. The -technical problems in the wide use of fertilisers are 
many ah<F they begin right from, the stage of production. The storage, 
packing, handling and transportation-of fertilisers, therefore, nafura%, 
formed important Heats of the agenda. To these Mr U Nyun, -the 
- Executive Secretary ofthe ECAFE, <frew pointed attentkh In, *•'“ 

-y opeuh|g -addrew. . .Buf a miporproblem in which we have got 
'■is fiat flf distribution and 1 ''ihfe 'fe'<^'feot..3skfetioiied fee either. 

1 " .»■ J^**-*i& 
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Whil% general tenor d A*: 
Astcvtu^m ' 'i# ffee Conference Mm 
in fiswxar el jtyitwtwfic effort* to 
popularise the use of fertifisen, 
it wont unheeded that in this coun¬ 
try fertilisers are sold as a matter 
of policy at an inflated price, and 
that the prices charged are about 
the highest in the world! The 
obvious explanation would be that 
even without much promotional 
activity the demand was very high 
and, because of tardy internal pro¬ 
duction and shortage of foreign 
exchange for imports, the Govern¬ 
ment was in no position to meet it. 

The fertiliser industry is highly 
capital intensive and for any of 
the countries in this region under¬ 
taking its development, the import 
content of the investment is excep¬ 
tionally high and Mr U Nyun ex¬ 
pressed the hope that the discussion 
at the Conference would reveal the 
possibilities of manufacturing ma¬ 
chinery and equipment for this in¬ 
dustry in countries of the region 
Other than Japan and India which 
were the only two manufacturing 
them at present. 

It is true that India has some 
fabricating capacity. It could, if 
the Plan performance were better, 
have much more. But with the 
progress of steel and heavy-machine- 
building as slow as it has been, is 
not Shri Subramaniam again lead¬ 
ing us up the garden path by hold¬ 
ing out hopes of setting up the 
manufacture of pressure vessels 
and compressors for the fertiliser 
plants when we are in no position 
to fabricate simpler equipment to 
significantly reduce the import con¬ 
tent of the steel expansion pro¬ 
gramme? 

After much groping, planning of 
fertiliser production is being put 
ort the right lines in that reliance 
is being placed on indigenous and 
competent design organisation, and 
production is being increasingly 
switched from a basis of coal to 
one of petro-chemicals. More 
attention is being paid to costs of 
transportation, availability of raw 
material and proximity of consum¬ 
ing areas in choosing the future 
location of fertiliser plants. This 
is in pleasant contrast to promises 
made offhand earlier of a fertiliser 
plant for every State. The logic 
of ‘this development has been re¬ 
cognised by putting the new Mini- 
s»t^ for Oil in charge of chemical 

' 1912 
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Industries -also, so that ft unified 
deveteundit of tw# is assured 
at tfie SHidfattsrW fcwid. Sfcrt Ho- 
mayun Kobir will have field 
dearly marked out for him and 
rich experience of past mistakes to 
draw upon. 

Since the Conference is of all 
the countries of South East Asia, 
the wider perspectives of fertiliser 
development in this part of the 
world should not be lost. Here Mr 
Nyun pointed out, “the limited 
size of domestic markets is the 



cardinal impediment, 11iqpoaal ’ 
cooperation m trade and manufac¬ 
ture Of fertilisers could I* achiev¬ 
ed, It would go a hm way tojwatds 
reducing this impediment, thus en¬ 
abling the countries of the region 
to enjoy the benefits of economies 
of scale". The obstacles to this 
desired development are well 
known. The discussions should re¬ 
sult in concrete and practical sug¬ 
gestions for overcoming them, for 
nowhere else is the scope for Asian 
cooperation as promising as in 
fertilisers. 


Arabs: Shifting Alignments 


T he year 1963 is likely to go 
down in Arab history as a year 
comparable to 1958, when the fra¬ 
gile equilibrium of some States was 
precipitated into a new phase of 
instability that eventually evolved a 
new equilibrium. Whether the fluid 
situation in Iraq will produce an¬ 
other Kassem is not clear yet — in¬ 
deed the entire significance of re¬ 
cent events in Baghdad is obscure. 

Iraq led the way in the current 
phase of coups by ousting Kas¬ 
sem last February. When the 
Syrian Baath Party followed suit 
last March and seized power, 
the way seemed momentarily 
clear for some real advance to¬ 
wards a socialist Arab unity. Sad¬ 
ly, the long propounded ideals of 
Michael Aflaq and Baath Socialism 
were insufficient (at least, in the 
short term) to overcome the deep 
cleavages between Arabs both out¬ 
side and within Syria and Iraq. In 
addition, while the Baathists have 
no fundamental political differences 
with Nasser, they must display due 
caution and safeguard the interests 
of their small nations against the 
overwhelming size and strength of 
Egypt. As a consequence, Iraq and 
Syria agreed to federate with Egypt 
only if they could do so together, 
acting as a counterweight to Egypt. 
Nasser for his part could not tole¬ 
rate any possible diminution of his 
power by becoming only one in a 
triumvirate of equal partners. The 
brave words of federation expressed 
in the April 17 agreement disinteg¬ 
rated (as might have been expect¬ 
ed) in a vitriolic war of propagan¬ 
da between Damascus and Cairo. 
Nasser by reply turned to reorganis¬ 
ing his foreign supporters and the 
Syrian Nasserists attempted a coup 
in July, The Baath Government re¬ 


acted brutally by shooting and gaol¬ 
ing Nasserists. Syria simultaneously 
tried those that broke the union 
with Egypt in 1961 and those who 
subsequently tried to restore it. The 
domestic threat inevitably forced 
the Baath regime to tighten its se¬ 
curity— leading to the pre-emi¬ 
nence of the familiar military figure, 
this time Major General Amin El 
Hafiz. The resignation of the March 
Government of Salah Ed Din Bitar 
a feW days ago suggests that the 
Syrian regime has not yet entirely 
settled down — and probably will 
not do so until the Army is back 
firmly in the saddle. 

Meanwhile, these changes shifted 
alignments throughout the Arab 
world. Egypt sought to isolate Syria 
and Iraq by restoring its .formerly 
embittered relations with the Arab 
monarchies, Jordan and Saudi Ara¬ 
bia. Normalisation of relations with 
Saudi Arabia is required in addi¬ 
tion to relieve the strain on Egypt 
of maintaining the major recent 
Arab truimph, the overthrow of the 
feudal regime of the Imam of Ye¬ 
men. Egypt is under continuous 
pressure in pursuing its own fast 
and forced economic development 
with continuous extensions of State 
ownership, while fostering foreign 
Nasserist movements (open and sub¬ 
versive), and supplying help to 
friends — for example, to Algeria in 
her war with Morocco. Similarly, 
Jordan, now isolated from her natu¬ 
ral trading partners, Iraq and Sy- 
ria, has sought to normalise rela¬ 
tions with Egypt (four Jordanian 
Nasserists have been recently pro¬ 
moted by the King to sit in Jor¬ 
dan’s Upper House), to relieveher 
complete alignment with the Weal 
(relations with the Soviet Union 
were re-established in July," and 

) 
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fitaseein fo «id to be 
Russia will make up for some of 
tfce decrease hi recent US aid, not 
least in order to pressurise Wash¬ 
ington) and make closer her ties 
with Saudi Arabia. 

This reshuffle in the Arab centre 
has now had repercussions on the 
geographical edge, Iraq. So far as 
can be seen, a conflict developed 
between a faction favouring union 
with Syria, led by the Deputy Prime 
Minister, Saleh A1 Saadi, and sup¬ 
ported by the Baath para-military 
force, the National Guard (which ex¬ 
ercised disproportionate influence in 
the capital while most of the Army 
was in the North, engaged in a pu¬ 
nitive war on the Kurds) and the 
Air Force, and a group favouring 
new approaches to Nasser for a 
revival of the federation plan (led 
by Foreign Minister Talib Hussein 
Shabib, and including the Minister 
of the Interior, Chief of Police and 
Chief of Military Intelligence). The 
immediate cause of the conflict was 
the elections to the supreme govern¬ 
ing authority in Iraq, the National 
Revolutionary Command, elections 
initially won by Saadi. Shabib oust¬ 
ed Saadi, and in new elections, 
made his faction supreme, only to 
find the regime taken over by the 
non-Baathist President, Field Mar¬ 
shall Abdul Salam Aref, in the 
name and with the support of the 
Army (Aref’s brother is General 
commanding the Third Division, 
stationed not far from Baghdad). 
While leaders of the Saadi faction 
fled to Madrid, and those of the 
Shabib group to Beirut, the Baath 
leadership in Baghdad declared a 
plague on both houses and recom¬ 
mended new elections. Meanwhile, 
Syria’s General Hafez who is said 
to favour Saadi has allegedly moved 
Syrian troops to Mosul in North Iraq. 

What all this means politically is 
obscure, although Aref is certainly 
more sympathetic to Nasser, What 
is probably more likely is that the 
new regime, whatever its eventual 
colour, will be mainly a mouthpiece 
for the only strong national force, 
the Army, From its ranks, a new 
soldier could emerge to attempt to 
restore unity on the familiar found¬ 
ations of dictatorship. If this does 
no more than permit some further 
economic development, on the basis 
of the substantial oil revenues re¬ 
ceived by Baghdad, it will have 
achieved something. Meanwhile, the 


oi Baath ism have given 
yfiy tinder the strain of governing 
a country riven by disintegrative 
forces and faced abroad by an over¬ 
whelmingly superior rival. Perhaps 
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the next wave of revolutions will 
bring those ideals a little closer to 
realisation even while sweeping 
away the Baath party from the seats 
of power. 


Parliament and Public Sector 


'Y'HE fear that the setting up of 
a new committee of Parlia¬ 
ment to report on the working of 
public sector undertakings would 
hamper their freedom of operation 
is unwarranted. The proposed com¬ 
mittee has no powers hitherto not 
possessed by Parliament. Both the 
Public Accounts and Estimates 
Committees at present examine the 
working of public undertakings as 
part of their work of scrutinising 
the expenditure of funds voted by 
Parliament. Accountability of pub¬ 
lic undertakings to Parliament is 
also ensured through questions by 
Members, debates under normal 
Parliamentary procedure ag well as 
debates On the grants concerned 
and, in exceptional cases, when 
allowed by the Speaker, through 
motions of adjournment, censure, 
confidence, etc. 

The need to allow the public 
sector undertakings to carry on their 
business without interference by 
either the executive or the legisla¬ 
ture in their day-to-day functioning 
is well recognised, but it has not 
been honoured in practice always. 
To quote from the letter from 
Shri S G V Maviankar, the late Spea¬ 
ker of the Lok Sabha, to the Prime 
Minister in which he suggested the 
setting up of a separate committee 
for public undertakings: 

“To my mind, asking of ques¬ 
tions or raising discussions on 
the working of such bodies 
[public undertakings] by the 
whole House is neither desirable 
nor practicable. The corpora¬ 
tions must be left free in their 
day-to-day administration and 
Ministers should not be called 
upon to answer detailed ques¬ 
tions or discussions in the House 
except on such occasions when 
questions of some general policy 
have to be raised or discussed. 
It is also clear that the Estimates 
and the Public Accounts Com¬ 
mittees are already overburdened 
with the work assigned to them 
and find very little time to go 
into the working of corporations. 
I have also other practical diffi¬ 


culties. Members are tabling a 
large number of questions, reso¬ 
lutions, and giving notices of dis¬ 
cussions relating to these corpo¬ 
rations. At present they are dis¬ 
allowed on the plea that as these 
corporations have their own con¬ 
stitutions and have a certain 
amount of autonomy, various 
Ministers are not directly con¬ 
cerned with detailed aspects of 
the matter and, therefore, they 
should not be called upon to ans¬ 
wer them in the House. A large 
number of notices are, therefore, 
disallowed and this is causing 
an avoidable dissatisfaction 
among the Members. A via media 
has to be found whereby Mem¬ 
bers are made to feel that their 
legitimate grievances are not be¬ 
ing throttled and there are safe¬ 
guards from the Parliamentary 
point of view.” 

This summarises the essentials of 
the problem which is sought to be 
solved by the retting up of the 
new committee. Since Maviankar 
gave his considered opinion on the 
subject, the number of public 
undertakings has multiplied and, 
as the Minister of Industry pointed 
out, reports of some 60 public 
undertaking? are now presented to 
Parliament every year but, owing 
to the pressure of other work in 
both the Houses, it is found diffi¬ 
cult to discuss more than four or 
five of them. As a result, apart 
from the work of the Estimates 
and the Public Accounts Commit¬ 
tees. which cannot look into every 
single public undertaking, the ac¬ 
countability to Parliament of these 
undertakings is ensured more or 
less on a hit or miss basis with 
attention generally focussing on 
stray failures and instances of mis¬ 
demeanour or inefficiency, collected 
by individual Members through their 
private intelligence. This has ren¬ 
dered Parliamentary control irregu¬ 
lar and uneven, and often even lax, 
and has also prevented the foster¬ 
ing of the conventions of self- 
restraint by Members which alone 
can ensure freedom of public 
undertakings from interference — 
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The now committee, which -mil 
'conoijt of • ten members from the 
Lot Sab ha and five from the Rajyt 
Sabha, will examine the reports 
end account* of the public under¬ 
takings and the reports of 'the 
Comptroller and Auditor-General on 
‘them and judge whether they are 
being managed in accordance with 
sound business principles and 


It has fe*ea stipulate^ 
However, that-the committee shall 
not examine matters concerning 
major Govenmadbt policy, oh the 
one hand, and day-to-day administ¬ 
ration, on the other. Policy ques¬ 
tions have been excluded from the 
purview of the committee so as to 
ensure that it does not duplicate the 
work of the Estimates Comihittee. 

The line that distinguishes cont¬ 
rol from interference is exception¬ 


ally fine «nd whether 
meat can be devised wherdby efi*C- 
tjve Parliamentary control ia com¬ 
bined with the autonomy of pwWi* 
undertakings depends on the tflift- 
lity of judgment 'and eSJpnt of rtat- 
raint shown by Members of Parlia¬ 
ment the specialisation of a «*»H 
number of Members in the affain 

of these undertakings should hrfp 

in fostering these essential attri¬ 
butes in Parliament. 


Weekly Notes 


Burma : Peace Talks Founder 

GENERAL NE WIN’S attempt to 
argue Burmese Communism into 
national conformity has stumbled on 
the stubborn factionalism that has 
consistently splintered Burma since 
independence. In June, fifteen months 
after his coup, Ne Win offered a 
general amnesty to political prison¬ 
ers, releasing some four and a half 
thousand (but not the former Prime 
Minister, 11 Nu) as an inducement 
to the variety of political and na¬ 
tional groups to sink their differ¬ 
ences in his programme of Burmese 
rural Peronisra. Talks were, initia¬ 
ted in August with the two Commu¬ 
nist groups. Red Flag and White 
Flag' — those with That in Soe’s 
Red Flag Communists ended abrup¬ 
tly on their insistence that the price 
of their co-operation was a national 
coalition , government which should 
include U Nu and the AFPL 
(AFPL leaders were arrested in thp 
same month). Talks with the Kachin 
leaders who demanded in September 
an independent Kachin State fared 
no better, although negotiations are 
not yet complete. However, Ne Win 
persisted with the White Flag Com¬ 
munists, a more substantial group 
than their Red Flag brethren. The 
ten-week talk* with the groups 
included under the National Democ¬ 
ratic United Front finally collapsed 
on November 16, and on the follow¬ 
ing day several hundred members of 
the Front were arrested by the Gov¬ 
ernment. The Course of events 
leaves the Front with no option but 
to return to the jungle and take up 
.arms once more. Ne.Win may have 
achieved no more than some closing 
of the ranks of the leftist opposi¬ 
tion forces. 

<$f :aU the talk* proceed- similarly, 

W (Several will ifind'himself with 
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only the Army to enforce both na¬ 
tional unity and hi* own rule. Like 
other countries in Soi^th East Asia, 
Burma has constantly suffered from 
a tendency to disintegrate into auto¬ 
nomous warlord rones engaged in 
continuous regional civil war. Now 
the General has dedicated himself 
to an active programme of social 
reform to wean the peasant from 
his local loyalties and encourage 
rural development—both to relieve 
Burma’s dangerous dependence 
on rice exports, and raise per capita 
income and output to at least pre¬ 
war levels (income is 87 per cent 
of what it was before the war). 
Laws have already been passed to 
secure to the peasant his land, to 
safeguard him against landlords, 
and extend rural credit; a bill is 
pending to nationalise (with com¬ 
pensation) the land of absentee 
landlords. In addition, welfare 
measures are being framed to 
cement the loyalty of the cities. To 
increase domestic control of the eco¬ 
nomy and raise popular enthusiasm, 
extensive nationalisation measures 
have been introduced, covering the 
export-import trade, rice distribu¬ 
tion, and Burma’s 22 private banks, 
Burmese and foreign (including that 
of Red China). Overall, the em¬ 
phasis is etotiste and nationalist, 
including persecution of foreigners 
(for example, the ban on,Rangoon's 
mainly Chinese traders). One group 
not so far won over by this appear¬ 
ance of radicalism is the students 
— the Army opened fire on their 
demon strations last July,, and set 
about „ demolishing the Student 
Union building, famous as a centre 
f of opposition to the British in pre- 
independence days. 

Most of the trdubfes of Burma 
have arisen from it* lack of na¬ 
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tional cohesion—each group is pre¬ 
pared to take its opposition to the 
statu# quo to the point of open war. 
This instability prompted Ne Win’s 
earlier flirtation with power in 1958, 
and it was the danger of Shan sepa¬ 
ratism that brought the Army had: 
last year. Factionalism under the 
relatively weak and inefficient U 
Nu, in the guise of democracy, 
despite its toleration of national 
disintegration, was bearable. Whe¬ 
ther Ne Win can by force achieve 
at least the same inertia is still 
questionable — the unity of the 
Army is no more guaranteed than 
that of the country. 

The Cos/.of Paddy 

A T long last, perhaps. Government 
is likely to have some factual 
basis for the formulation of rational 
price policies lor major agricultural 
products. Detailed data on the cost 
of production of paddy and other 
economic aspects of paddy cultiva¬ 
tion are now reported to be available. 
These have been gathered through 
farm management studies conducted 
by the Directorate of Economics and 
Statistics of the Ministry of Food 
and Agriculture jn selected districts 
m the major rice-growing Stales. It 
is expected that Government would 
soon release these data to the pub-, 
lie in their entirety. That will en¬ 
sure a full and open discussion of 
the value of the data which are pre¬ 
sumably going to guide Government 
in some measure in its price policies. 

What little has come out so far 
seems to conform to existing know¬ 
ledge on this subject. There is, the 
studies have shown, a wide deg/*® 
of inter-regiona! variation in the' 
cost of production of paddy. Thi? 
pray by due to various factors —* 
including the requirements of water 
and immure of different soils and 
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^ j^kUw -yWdte,' md aim ■ the 
crops'ro»n|»«iag wittc pwMy for the 
Mine «oti or being produced wilt it 
% i rotation. Secondly, out of pocket 
oxpenae** of the farmers are report¬ 
ed to average about one-half of the 
total costs of cultivation. Hie other 
half is composed of imputed costs 
ip. reject of rent of owned land, 
interest on fixed assets, remuneration 
ad family labour, etc. Thirdly, costs 
seem to vary considerably with the 
size of the farm. This would pre¬ 
sumably be due not so much to eco¬ 
nomies of scale, about the existence 
of which in Indian conditions there 
is much difference of opinion, as to 
other factors like the likelihood of 
the larger farmer having land which 
is intrinsically better than that of 
the small fanner, as also more care¬ 
fully looked after by terracing, etc, 
and the ability of the large farmers 
to use more water and good quality 
seeds, and to attend to the crop 
more frequently. Further, costs 
which are based on data collected 
during the base period 1954-57 have 
since registered considerable rise, 
though in varying degrees in differ¬ 
ent regions. Data is also reported 
to have been collected on the pro¬ 
ducers' share in the consumers’ 
rupee, which is revealed to be 
roughly between 70 and 80 per 
cent. The margin has to accommo¬ 
date, besides profits of the inter¬ 
mediaries. such cost items as trans¬ 
portation, milling, storage, grading, 
wastage, retailing, etc. 

It would be no easy matter, how¬ 
ever, to use such data for formu¬ 
lating price support policies. Un¬ 
like industrial costs, large slices of 
costs in agriculture are not quanti¬ 
fiable even within a reasonable mar¬ 
gin of probability. Further, agri¬ 
cultural price policy will, in many 
key regions and sectors, also have 
to encourage or discourage grow- 
ing of particular crops. In this 
various groups and interests will 
have their say. The discussion 
of the margins between what the 
consumer pays and what the pro¬ 
ducer gets is also likely to ignite 
emotions. But the fact is that mar¬ 
gins in India are often much nar¬ 
rower than elsewhere, and the ten¬ 
dency is likely to be towards their 
widening. 

Who Owns Banks? 

r J?HE flutter at the Reserve Bank’s 
move to ask scheduled banks to 
furnish information about the 


ownership' <rf (hear dares Is 'quite 
unwarranted. Hie.' inquiry it an 
extension ■ of the earlier study by 
the Reserve Bank of the pattern of 
ownership of public non-financial 
companies. Its findings might have 
a bearing upon the proposed am¬ 
endment of the Banking Companies 
Act, but no one expects them to be 
so startling as to change official 
policy or even public opinion on 
the question of ownership of banks. 
The Reserve Bank itself should 
have no illusions about the signifi¬ 
cance of the data it will collect. 

The inquiry will no doubt sub¬ 
stantiate the well known fact that 
ownership of big banks is fairly 
widely dispersed while small banks 
are owned by a few shareholders. 
The Life Insurance Corporation 
holds fairly large blocks of shares 
in all the big banks. The Reserve 
Bank already knows who controls 
which banks and how; the informa¬ 
tion it will collect on the broad 
pattern of ownership of shares will 
serve purely a statistical purpose. 
It will not throw any fresh light 
on such vital issues as inter-linking 
of control over banks and industry 
and the concentration of bank 
advances. 

The Banking Companies Act lays 
down that no single person can 
hold more than 3 per cent of the 
share capital of a bank, that no 
bank director can be director of 
another bank or of companies which 
together hold more than 20 per 
cent of the share capital of the bank 
concerned, These provisions have 
posed no problem for anybody. 
Three of the big banks, Central 
Bank, Rank of India and United 
Bank of India, are not controlled 
by any single business group. On 
the other hand, Punjab National, 
United Commercial and BaroJa 
which are controlled by Dalmia 
Jain, Birla and Kilachand, respecti¬ 
vely, have a distribution of owner¬ 
ship, controlling blocks of shares 
and directorships which neatly 
avoids infringing the statutory 
provisions. 

The Big and the Small 

JfflHAT do we know of the owner-. 

ship of banks? The broad 
pattern for some of the banks was 
roughly as follows in 1958, writes 
Dr K K, Hazari : 

The Central Bank • had a share 


capital of Rs 315 lakHs, of which 

H bVu* - 119 12 ««* 

8 lakhs were registered in tbe 
of banka and their suhsidia- 
ne* doing executor and trustee busi¬ 
ness. The other principal holders 
were the Maharaja of Gwalior, 
oh a poorji Pallonji, Wadia, Homi 
Mehta, lata, Gamadia, the Ranaa 
of Nepal and Prudential Assurance, 
registered in England. None of them 
held a significant proportion of the 
total share capital. The Union 
Bank, incidentally, is believed to be 
a close affiliate of the Central Bank. 

The Bank of India had a share 
capital of Rs 300 lakhs, of which 
LI C (including it* subsidiaries) 
held Rs 35 lakhs and banks and 
their subsidiaries Rs 14 lakhs. The 
other principal holders were Ruia, 
Cowasjee Jehangir, Tata and Thac- 
kersey. 

A rather significant proportion of 
the shares of these two banks, it 
may be noted, is registered in the 
names of banks and their executor 
and trustee subsidiaries and to that 
extent the beneficial ownership of 
the shares is unknown — and will 
remain unknown even to the Reserve 
Bank unless it calls upon the bank* 
to furnish precise information about 
their holdings in the capacity t>f 
mortgagees, pledgees, trustees and 
nominees. It is possible, for in¬ 
stance, that the Tata holding in the 
Bank of India is somewhat larger 
than would appear from the list of 
shareholders. 

Punjab National is indisputably a 
Dalmia Jain bank even though the 
Reserve Bank has removed the Jain 
nominees from its board. In 1958 
the Jains collectively held 31 per 
cent of its capital, in the names of 
various individuals and companies. 
In the aggregate, 81 per cent of its 
share capital was owned by indivi¬ 
duals, 7 per cent by finance compa¬ 
nies, 3 per cent by banks, 1 per 
cent by trading companies, 5 per 
cent by L I C and 2 per cent by 
trusts. The National Bank of Lahore 
is practically a subsidiary of Pun¬ 
jab National and the little-known 
Universal Bank of India is the third 
bank in the Jain group. 

The United Commercial Bank had 
a share capita) of Rs 200 lakhs,. 
Birla held 20 per cent of it, in the 
names of various industrial, finance 
and insurance companies and indivi- ^ 
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' Attk la tbg ffgrtmtte, 65 peg-eest 
<*■ i*» store capital was owns*! by 
indiyidualB, 1?. per cent each by 
finance, and industrial companies, 8 
pfer cent by L, T C, and the remain* 
' big 2 per cent by insurance compa¬ 
nies and banks. 

, r The little-known Hindustan Com¬ 
mercial Bank is controlled by the 
J K group, which collectively holds 
about 56 per cent of its share capi¬ 
ta] of Rs 125 lakhs. Industrial com¬ 
panies own 37 per cent of its capi¬ 
tal, finance companies 18 per cent, 
individuals 40 per cent, and L I C 
' and insurance companies 2 per cent 
each- The J K block is distributed 
among various companies in the 
j. group. In relation to its share 
capital the bank’s deposits are very 
small. 

The Oriental Bank of Commerce 
is even smaller. In 1958 it had a 
share capital of Rs 11 lakhs, of 
which the Karamchand Thapar 
group held Rs 10 lakhs. Thapar 
• trading and finance companies held 
55 per cent and 9 per cent, respecti¬ 
vely, erf the total capital, and indi¬ 
viduals held the remainder. 

It may be confidently expected 
that the Reserve Bank inquiry will 
confirm this pattern of dispersed 
ownership of big banks and rela¬ 
tively greater concentration in the 
shareholding of smaller banks. 

Intensive Agriculture 

T’HAT agricultural production 
would go up if all the required 
inputs — irrigation, improved seeds 
and implements, fertilisers and 
pesticides — are used in appropri¬ 
ate' proportions is a truism which 
does not need to be established. 
What the Intensive Agricultural 
District Programme (IADP) aims 
at is to demonstrate what combi¬ 
nations of inputs are most effec¬ 
tive, given the physical supplies, 
and how the fanner can be persu¬ 
aded to use them. Introduced' on 
a pilot basis in three selected dis¬ 
tricts in 1960*61, the Programme 
was extended to four more districts 
in 1961-62 and is currently being 
introduced in one district each of 
the remaining eight States. Since 
it is still largely at an experimental 
•tags, the need for continuous eva¬ 
luation and assessment is obvious. 

, In June 1961 the Ministry of Food 
apd Agriculture act up an Expert 
: Committee to nndertake day-to-day 
t ■ evaluation ol die working of the 






Itogi-amine a* well as to publish 
periodic progress reports. The 
Cotnmfttee bas just issued its first 
report, covering the period up to 
the end of 1962-63. 

Since the Programme, which is 
to run over a< period of five years, 
ia hardly two years old in most 
of the districts and as much of this 
period has been taken up in making 
preliminary arrangements, creating 
the requisite institutions and build¬ 
ing up administrative and extension 
services, it is understandable that 
the Committee feels that it is too 
early to judge the impact of the 
Programme on agricultural develop¬ 
ment. No attempt, therefore, is 
made to evaluate progress in terms 
of the Programme’s objectives; in 
this report the focus is on the gene¬ 
ral concept and approach ana on 
the problems encountered in the 
initial years. 

The IADP is an idea; the imple¬ 
mentation of this idea is sought 
through agencies which already 
cover the rural sector, like the 
Community Development Program 
me, the cooperative movement and 
panchayati raj. The effective parti¬ 
cipation of these different agencies 
is secured through coordination 
committees functioning at the cen¬ 
tral. State and district levels. The 
idea of a unified approach to rural 
problems, of agricultural planning 
through people’s institutions, of an 
agricultural extension service to 
function as an integral part of the 
rural administrative structure, of 
supporting services to render effec¬ 
tive the production programmes of 
individual farmers — all these are 
features common to Community 
Development and the IADP. Simi¬ 
larly, the geographical unit of the 
Programme is the Development 
Block and it functions within the 
setting of Community Develop¬ 
ment through the latter’s function¬ 
aries, principally the Village Level 
Worker. 

What distinguishes the IADP is 
that it is limited to a few areas 
selected for their potential for 
quick increase in productivity and 
the fact that the whole Programme 
is farmer-centred. A whole array 
of services — provision of credit, 
fertilisers and. seeds, as well as re¬ 
search, experiment and extension 
and educational work ■— is made 
available to the farmer on die basis 
of farm and village production 
plans. The IADP is an Impact 


. 

programme. ’lire’ “peckagefcf 
proved practices” evolved with re¬ 
ference to particular regions, lor 
instance, ia intended to tpm# up 
agricultural development overa 
wider front; similariy, the metho¬ 
dology and practice emerging from 
the working erf the Programme are 
expected to become part of the 
routine of administrative and tech¬ 
nical departments and get built in¬ 
to the normal procedures Of insti¬ 
tutions like the cooperatives. 

The IADP does not cover the 
whole of agricultural production. 
Developments that require large 
capital investment and take time to 
mature — major irrigation, drain¬ 
age, land reclamation, etc, — are 
not taken up by the Programme and, 
of course, it has nothing to do with 
land reform and related matters 
though tenurial status is a vital 
production incentive. Through care¬ 
ful selection of districts initially, 
the problem of facilities which re¬ 
quire long term investment has 
largely been avoided so far. But as 
its coverage expands, though the 
hard core of the Programme will 
still be a minimum combination of 
quick-yielding practices, increasingly 
it may have to include measures of 
more than purely shprt-term charac¬ 
ter. Further, with expanding cov¬ 
erage, in addition to cropping plans 
for individual cultivators, there will 
he. needed wider plans for the block 
and the district as a whole which 
will indicate the broad crop pattern 
desired into which the farm plans 
will have to be fitted. 

Too Little, Too Slow 

THAT is for the future. Immedia¬ 
tely what the I A D P aims to 
achieve is to augment, organise and 
make more effective : 

(a) institutions that supply 
credit, handle agricultural supplies, 
store, process or market agricultural 
produce and perform educational 
and guidance functions for farmers; 

(b) technical and other agri¬ 
cultural resources —• fertilisers, im¬ 
proved seeds and implements, plant 
protection equipment and pesticides 
—and farm planning methods; and, 

(c) human abilities and skill* 
of those who work on the farms and 
in the rural institutions so that they 
are receptive to new opportunities 
and put new skills and resources to 
effective use. 
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- The report Admits “various diffi- which dm Credit is put But the 

area where cooperation is at its 


culpas, some «f thou organisational, 
some connected with operation and 
some inherent in the socio-economic 
milieu in which the Programme has 
to function, which have impeded 
progress”. This has necessitated 
changes in the tempo and methodo¬ 
logy and even the content of the 
Programme. Many factors have con¬ 
tributed to the uneven progress in 
different districts — the varying 
levels of initial cooperative ‘and 
agricultural development, problems 
of getting the full complement of 
staff trained and in position and of 
rhaking arrangement for agricultu¬ 
ral supplies, etc. The main impedi¬ 
ment was, however, the weakness of 
the institutions, particularly the. co¬ 
operatives, to handle a programme 
of this type. For instance, the co¬ 
operatives still make their advances 
with little regard for the use to 


weakest U in respect of marketing 
agricultural produce and as a result 
the credit institutions’ capacity to 
lend is affected by mounting de¬ 
faults of members. 

Farm planning was hampered by 
shortage of data on which to base 
extension recommendations, the lack 
of understanding of farm planning 
processes both by the cultivators 
and the held extension staff and the 
limited experience of credit institu¬ 
tions in extending loans on the 
basis of production plans. The 
shortage of extension staff and their 
unpreparedness in terms of know¬ 
ledge and equipment together with 
their frequent transfer and the de¬ 
mands on the village level workers 
for non-agricultural work have been 
other limiting factors. It has also 
not been possible to create basic 


, f c^sy-; ■■■ ^ j 

' November 23, 

facilities like implements workshops 
and soil testing laboratories, organi¬ 
sations for production and distribu¬ 
tion of quality seed, and information 
units to disseminate information 
useful to the farmers. Finally, as 
long as the cultivators' tenurial 
status is uncertain and there are a 
large number who hold land on in¬ 
secure lease, the Programme is 
bound to be hampered. 

The report mentions that in 1962- 
63 in 117 blocks in the seven selec¬ 
ted districts the Programme covered 
about 10.6 lakh hectares out of a 
total cropped area of 37 lakh hec¬ 
tares, or less than 30 per cent. In 
view of the vital deficiencies in the 
implementation of the. Programme 
noted above, it may be wondered 
whether even this modest figure 
does not exaggerate the impact of 
the I A D P. 


Capital View 

Ministers and Watchdogs 


^JNTER has been long in com¬ 
ing. We are still clad in bush- 
shirts and various types of ‘undress’. 
Only in the evenings can the more 
anaemir detect the nip in the air. 
But the weather is treacherous, what 
with the common cold, ’flu and such 
things. Despite all this, the busy 
season has begun. Tourists and 
VIPs are passing through. The 
hotels are full. ‘Shikslia’, the air 
exercise, is over. And the inevita¬ 
ble seminars have begun. 

The political elite in the capital, 
however, remains in pensive mood. 
Something is seriously wrong some¬ 
where. No body knows what. 

Questioning is widespread as to 
why the Prime Minister has to re¬ 
organise his Cabinet in the style of 
a magician — one trick at a time. 
This uncertain, hesitant approarh is 
most damaging to the efficiency of 
Government and the functioning of 
those ministries which are slated for 
reorganisation. 

Balance in Education Ministry 

Chagla’s appointment as Educa¬ 
tion Minister, for example, was to 
have been announced on the eight¬ 
eenth of last month. Hindi chauvi¬ 
nists, fearing that both Education 
and Information and Broadcasting 


Romesh Thapar 

were to be taken over by non-Hindi- 
ists (to use the politest expression) 
threatened to agitate. The Prime 
Minister began to do a re-think — 
and now we have Chagla to reassure 
the South that Hindi will not be 
pushed too hard and Deputy Minis¬ 
ter Bhakt Darshan from Uttar Pra¬ 
desh to act as the guardian of the 
‘mother tongue’. 

As for the problems of education, 
crying out for solution, nobody 
seems to have given them a thought. 

Ten Years Too Late 

Chagla has been appointed to 
the Education Ministry ten years 
too late — although the antique 
pictures of him in the papers give 
a different impression ! There was 
a time when he held many strong 
views on the objectives of education 
in a developing, multi-linguistic 
country like India. But now. to ex¬ 
pect him to spark new thinking in 
a ministry which has in a sense to 
act as path-finder is wishful. 

In all probability the ministry 
will continue to plod, for only a 
younger, technically equipped per¬ 
son could generate the energy to 
transform and streamline our educa¬ 
tion policy, and win the confidence 
to make the States follow it. Nor 


is it wise to expect Chagla to give 
a bold lead with regard to the lan¬ 
guage policy. He might have made 
a more effective Foreign Minister. 

Continuing Uncertainty 

The creation of two new minis¬ 
tries, Subramaniam in charge of the 
Ministry of Steel. Mines and Heavy 
Engineering and Kahir in charge of 
Petroleum and Chemicals, is cer¬ 
tainly a step in the right direction. 
However, a great deal of re-orga¬ 
nising has to be ordered before we 
can feel satisfied that all is well. 
And, of course, the speculation 
about who will handle the Ministry 
of Information and Broadcasting 
continues unabated, although rumo¬ 
urs are current that Satyanarain 
Sinha’s temporary posting to this 
Ministry might, alas, be made per¬ 
manent. 

We now await the third instal¬ 
ment of the reshuffle and reorganisa¬ 
tion. And there is little chance 
that we will get moving until the 
last instalment has been announced. 

The process ‘ of implementing the 
Kamaraj Plan, if we can still call 
this business by such a name, has 
uncovered a number of very inter¬ 
esting facts. First, there is a grave 
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shortage of distinguished and res- 
pedtpdmen In ifce Congress Party 
who'can be Considered for Cabinet 
posts. Second, there is an even 
graver shortage of men who have 
specialist leanings or who have 
bothered to specialise, Third, the 
powerful party tycoons in the States 
are reluctant to move to the Centre 
in this period oi uncertainty and 
confusion. And, fourth, the oppor¬ 
tunity to strengthen the leading role 
of the Centre, an opportunity which 
^presented itself at the time of the 
Chinese attack, has been so badly 
muffed that the Centre is weaker 
today than even before. 

Meanwhile, the Lok Sabha — 
happily wasting much valuable 
time on the inconsequential Waleott 
episode — seems earnest about its 
watchdog role over public enter¬ 
prises, buf is unable to’cut through 
the legal and administrative quib¬ 
bles over forming such a committee. 
It is ironic that so many years have 
gone.by without Parliament evolving 
some kind of effective agency for 
scrutiny of public enterprises. 

Too Much Secrecy on Defence 

Genuine public sector men are 
only too anxious that some such re¬ 
gular scrutiny be maintained, al¬ 
though there is the natural fear that 
committee members might not do 
their ‘home, work’, being interested 
only in the extension of their per¬ 
sonal patronage. This watchdog 
committee could well become one of 
the most important and decisive 
bodies designed to free public enter¬ 
prises from the palsied grip of 
incompetent bureaucrats arid to 


givh a them, the thoughtful support 
and encouragement they need. , 

> There U.np denying" that Parlia¬ 
ment is ill-informed about the 
actual state of affairs .in our public 
enterprises, but the lack of infor¬ 
mation on other vital departments 
of Government is as pronounced.- 
For example, a large number of 
MPs are perturbed by the fact that 
they are unable to obtain any co¬ 
herent picture about our defence 
effort, even after the sorry, scandal 
of last year. The ridiculous extent 
to "which this secrecy is carried 
can be guaged from the effort to 
keep certain public enterprises con ; 
nected with defence out of>tht pur¬ 
view of the projected watchdog 
committee. 

Chavan Not Asserting Himself 

Members of Parliament also 
cannot be silenced for long on 
what they consider to be the deli¬ 
berate attempt to keep the ■ admi¬ 
nistrative affairs of the armed 
forces from their scrutiny, parti¬ 
cularly when criticism of the kind 
that was voiced during Krishna 
Menon’s tenure is again being 
heard. And not just occasionally. 

Normally, Parliament would be 
content to leave it to the Defence 
Minister to handle the complicated 
affairs of the armed forces in a 
difficult phase of overhaul and ex¬ 
pansion. But Chavan, for some 
inexplicable reason, is still shy of 
taking effective control of the 
affairs of his ministry — or that, 
at least, is the impression in in¬ 
formed political circles — and this 


is sharpemhg^the demand for more 
information 'from tipi Defence 
Ministry. 

Under the present Emergency 
set-up, this demand can only , be 
voiced in Parliament Perhaps, a 
secret session every now tfnd then 
would help to dear,the. air fcnd kill 
inaccurate reports gh^ gossip. The 
Prime Minister needs to give this 
frequently-mooted proposal serious 

thought. ; ‘ 

V' ' - , 

CMipen Socialism 

Even ag Parliament'get* down to 
business, the ruling party is befog 
asked to discuss a crucial, .issue 
raised at the AIGC session at Jai¬ 
pur. A circular, comprising ‘ the 
'‘generally-approved” note op “De¬ 
mocracy and Socialism’, together 
with the of the major and 
minor amendments, has been dis¬ 
tributed and leading members of 
the party have been sounded for 
their suggestions. This marks a 
significant phase in the debate on 
Indian socialism which will find 
its climax aft the annual session of 
the party at Bhubaneshwar in 
January. 

The debate, obviously, is much 
overdue. In Uttar Pradesh, for 
example, the powers that be per¬ 
suaded themselves to ration sugar 
on the basis of income. -The more 
you earn, the more sugar you get. 
Presumably, in famine conditions 
the same principle would apply. 
Only intervention by the Centre 
was able to kill this brilliant idea, 
trotted out no doiibt by a ‘socia¬ 
listic’ Congressman. 


THINK 


OF THIS 


To equip one Jawan adequately at 
the front , 50 to 100 men have to work on 
the home front. • 

WORK RESOLUTELY FOR STRONGER DEFENCE 
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Programme that If as 


T*W3, is being killed. Which means 
what? Well, TW3 .stands for 
Thai Was The Week That Was, the ’ 
title of a late-night BBC satirical 
television programme. £very Satur¬ 
day it is watchid by tome . 5 to 10 
million people, and it was scheduled 
to continue until well into next year; 
Last week the BBC, with barely 
a* hipt 'of a blush,' announced that, 
it: would come' off the ‘ air in 
Decern ben 

And what , on earth, you may well 
ask, does this matter ? The artsWer 
is that {he rite,' and mote. palrtieu- 
, larly the fall, of this’ television pro¬ 
gramme casts a sharp light op Bri¬ 
tish society and on British politics.' 
The .programme, which began less, 
than a year ago, at once won ah 
enormoya success which astonished, 
and, embarassed, the BBC, which 
had nCver expected to have, such a 
notorious and rebellious step-child 
on its hands- TW3 was something 
new, something completely different 
. from the cosy, good-natured, whole¬ 
some humour which, with a few ex¬ 
ceptions,- wag all that British tele¬ 
vision, BBC or commercial, had 
permitted itself. Its team of yOung ' 
satirists — that ‘young 1 is important 
—were sharp tongued, often savage. 
Their forte was political satire, 
which often amounted to barely 
concealed abuse, with a pronounced 
anti-Establishment edge. They were 
anti-humbug, anti-pomposity, anti- 
conservative which often meant, ahti- 
Conservative but might , equally 
rpeari lampooning the offidal leader- 
ship of the Labour party or the 
now-accepted orthodoxies of ‘prO- 
, gressive 1 liberal thought. Nothing 
was sacred, They were quite ready 
to satirise religion. They sometimes 
used naughty (not very naughty) 
four-letter words. 

* t 

*► 1 , The Crime . , , 

In other words, they were Baying 
in public what millions of people, 
mainly of their generation, think 
and gay among themselves. This was 
' TW3’s success—and its crime. They 
had irreverently pulled but of the 
cupboard all those skeletons which 
ohr society prefers to keep sjmt up. 
•Which is to say that this satirical 
programme was one pf'the very Tew 



serious dungs that haf ever appear¬ 
ed in the British ‘ mass-media. 

‘ It is, a fact, for instance, that 
British society . is not 1 a Christian 
"society, ahy more than Indian so¬ 
ciety is non-vjplent, Not even nomi¬ 
nally are a majority of our people 
- members of .any Christian church. 
But by mutual conspiracy of silence 
we like to act if '.this were not so. 
Parliament opens with . prayers. 
Little ddllops of peptonised religion 
appear here and there in our news¬ 
papers and our broadcasting pro¬ 
grammes. And to thumb your nose 
at the, sincere beliefs of our Chris¬ 
tian minority is just riot done — in 
public. Numbers of people think 
that ‘politician’ is a synonym for a 
crooked bastard, but do one who 
wants to be thought of as respect¬ 
able and ^responsible would put it as 
crudely as that — in public.- The 
accepted sexual morality is perhaps 
the most widely ignored of ill our 
accepted moral standards; so much 
one may admit, but what pne may 
not suggest, without arousing howls 
of protest, is that conceivably those 
who ignore it are, ‘ in certain cir¬ 
cumstances, Tight. Yet at various 
social” levels all of these attitudes 
are quite wide-spread and quite 
freely expressed— ; and for virtual¬ 
ly trie first time in modern years 
(the British pres? used to be much 
less inhibited) through TW3 they 
were given public expression. 

- . . . and the Punishment 

, The result was predictable. TW3 
was offensive, to many - perfectly 
serious and intelligent people, and 
it is an accident of Human nature 
that those who are offended are 
much quicker to protest ‘ than those 
who applaud. So they protested. , 
Almost at once—and jt is this that 
illumines the organisation of our 
■society —the BBC b.egah to get 
cold feet. Mit)ions of people were 
happy to watph TW3. A trivia! pro¬ 
portion of them felt strongly enough 
disturbed by -ft to make any overt 
objection. But because : these pro¬ 
tests Were op behalf of the estab¬ 
lished Order, they, were listened to. ’ 

Not outwardly, of coqrse. The 
B B C, -which has grown a great 
deal bolder , since it had to face 



commercial competition, gave the 
impression — and quite probably 
seriously believed — that it was uri- , * 
worried,; the programme .would go 
right ahead. Etc, etc, etc,. The pro-. ' 
gramme was‘ suspended, genuinely 
to give it a rest, for sometime ih 
the summer. A new winter series', 
began last month and was intended 
to run until the wring. Then last 
week the BBC said it wquld come, 
off before the end of the'year. The 
reason it gave was that 1964 was 
election year (during which, quite""' 
properly, the BBC feels it should , 
be particularly careful td be im¬ 
partial ) and that therefore- it might- _ 
be difficult to maintain the politt- ■ ' 
cal content of TW3, on whitn die 
programme depends for its bite. 

/ . * H 

No Political Influence ? 

The argument wag hard to fatflt - 
TW3 is undoubtedly slanted against 
Toryism. The trouble with this ex¬ 
traordinary ' explanation was ft* 
timing. After all, we have known 
for many months that TW3 was 
slanted against Toryism. And die 
BBC presumably knew that 'under 
British election law Parliament-may ' 
not last more than five years. 1959 
plus 5 equals 1964. Had Broad¬ 
casting House Only just learned to 
do its sums? In other words, what 
had happened to make, the ’ pro- ' 
gramme’s continuance into 1964, 
which; was quite acceptable in Octo- ' 
ber. unacceptable in November? ' 

The answer given darkly by Ha¬ 
rold Wilson was “political influence” 
(and he might well be right, re- 
marked- one of the many cynics 
who $o not take our Harold - quite - 
at hiss fice value, observing that the 
last programme before the decision . 
was announced had included a 
sharp attack on him). The BBC 
replied flatly that there had been 
no political influence whatever. In 
the sense that Conservative Party ' 

' headquarters did not write a letter 
pn the topic, this was no doubt 
true. It was probably true even in 
the sense that Sir A of the Tory 
party did not invite Mr. B of the 
B B C to have a quiet chat With him 1 
in his club. But only the most in-, ■ 
nooent will suppose that those whp^ 
guide the destinies of" the BBC «*j> j. - 
so in a political vacuum. The cl4< 
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mate of our society » such that the 
nearer you are to the top the mare 
your notice ie likely to be drawn 
insetosibiy to what offends the ei< 
tablished order and away from what 
offends decency, morality or com¬ 
mon-sense. One can hardly imagine 
that the lords of the BBC had 
failed to notice the particular sava¬ 
gery of their satirists towards our 
newly-appointed prime minister — 
and after all the poor chap only 
got the job through lack of ambi¬ 
tion, didn’t he? 


entirely trivial: it would in fact be 
a profoundly revealing case-study in 
social organisation. 

The announcement of TW3’s pre¬ 
mature death was variously receiv¬ 
ed and interpreted here. Perhaps 
the most informative reaction came 
from the political correspondent of 
the Conservative Daily Telegraph. 
He remarked that “there will not 
be many tears shed on either side 


of the Commons The general 
impression is that it has outstayed 
its welcome”: a comment which 
says something about TW3, but, in 
its wealth of smug contempt, infi. 
nitely more about the Daily Tele¬ 
graph. and about British politicians; 
both indispensable to the British 
way of life, bless ’em, but, by God, 
if the dispossessed ever abandon 
tolerance for revolution one will 
understand why. 


Fleet Street Aggressive 

What it foils down to is that the 
next election campaign has already 
begun, with the new session of Par¬ 
liament. The Conservative party is 
fighting ruthlessly for power as it 
has not had to fight since 1951. Its 
tied organs in Fleet Street are already 
snapping, snarling and smearing at 
their master’s commands. And what 
did they see? On an extremely 
powerful medium of communica¬ 
tions, which ought to be impartial, 
gad sir, so long as it is on our side, 
a team of irreverent young men 
also snapping and snarling, if not 
smearing, at nobody’s command 
but in general in the Labour Party’s 
. i interest. It is no coincidence that 
the papers have been unusually full 
1 recently of complaints against these 
“so-called intellectuals”, “brash 
young cynics”, “destructive critics” 
and the like. On top of this we 
were told that the show has been 
Joeing its bite, which is partly true: 
part of the explanation, which we 
Were not told, was that already the 
muffling fog of ‘good taste’ and (al¬ 
most always) unspoken censorship 
was seeping down through the BBC 
so that the satirists did not quite 
know how hard they could bite. 
This again, the creation of a cli¬ 
mate in which nothing overt is said, 
is characteristic of our society. (It 
may well be preferable to the crude 
repressions of some other societies, 
just as, arguably, it may be desir¬ 
able that society should indulge in 
a conspiracy of silence about cer¬ 
tain disputed standards : woolly 
toleration may be better than clear- 
cut ferocity. Your correspondent 
merely feels that a society which 
already has some generations of 
tolerance behind it could abandon 
aome of the wool). A complete in¬ 
s ide record of the decision to kill 
TW3 mighjg$Mto to be a complete 
inside reedF# of something almost 
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India Steamship Co., Ltd., hai 
a steady record of progress... 
Since Independence, its ton¬ 
nage has Increased from about 
85,000 D.W. torn to over 
200,000 D.W. tons—more ton¬ 
nage being atilt on order. 

Its services sre also extending 
to various trade routes. After 
Initial consolidation in the 
India-U.K..-Continent trade— 
the Company entered the 
Ittdo-Soviet service to the 
Russian Black Sea ports in 


progress . •, 

1956 and later to Rumanian 
ports. In 1959 the Company 
forged still another link in the 
overset* with South America, 
and in 1960 it extended its 
service to Poland. 

Their experience and reputa¬ 
tion for fast, efficient and 
dependable service built on the 
personal care given by their 
experienced officers and crew 
to the cargo entrusted to them, 
have earned them the loodwili 
of their customers. 
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SHIPPING WITH INDIA STRAMSHIP COMPANY, 
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Better Fruits of Cketiper Sweets 
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WHEN the Government does? »ol 
■ or 'cannot or, will hot' govern, 

• government by, the people (sup¬ 
posedly* a criterion of democracy)- 
' takes - on a • very. .literal meaning. 
“Consumer resistance’’ is top tame, 
a tenh to describe something some 
citizens of Calcutta have been do: 
ing, successfully, -what the Govern¬ 
ment had failed to do. First -it was 
with' rice. Prices rose, despite 
Prafulla Sen’s' piteous appeal to 
the. trade and the altogether inade; 
quate competition from fair price 
shops. It was the same story with 
fish, an item* of food to which all 
true Bengalis .are alntpst'pathologi¬ 
cally,. comptrlsive-maniacally, addic¬ 
ted. Prices rose, . despite - Chief 
Minister Sen’s “gentlemen’s agree¬ 
ment” with the ring that rules the, 
fish market in Calcutta. To seek 
to, - establish the identity of those 
“gentlemen” was a. prize exercise 
in futility. 'The story repeated 
itself witjh, sweets as Bengal’s “Bro¬ 
ther’s Day”' approached. Prices rose. 

Extension of Non-alignment 

On Sunday die people went into 
action. They demonstrated before 
the shops, in north Caloutta, which 
had doubled the prices of stoeets. 
The price of sandesh promptly 
came down .from Rs 10 . to Rs 5 a 
kilp.' Because the resistance of 
, shopkeepers was feeble there was 
no clash. The police, it is reported, 
stood by. The newspapers reported 
the event with unstated approval, 
pronouncing on • neither the legalis¬ 
ed depravity, of traders. nor the 
totally illegal coercion exercised by 
a section of the citizenry. In other 
words, the Press, like the police, 
stood by. It seetns to haye been 
forgotten that, the Press and the 
police have positive and well-de- 
,-fined functions to perform' in every 
givefn situation. Neither ta. eptitled 
to extend, India’s “non-alignment” 
to the point of pretending that, 
just because there Was no trouble 
in the police sense, _ both traders .' 
.who raised their prices and citizens 
.who brought them down were equ¬ 
ally right v So&nebody, somewhere, 
must have been ■ wrong st tome 
point;' and it cannot "be said that 
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the Press and the police, who stood ' 
and waited, also served. 

■ H there were no organised Gov-' 
eminent in Wert Bengal, ( the blood¬ 
less War between trade and consu¬ 
mer dould be ■ dismissed as a harm¬ 
less episode. The fact is that there 
» in West Bengal a highly organis¬ 
ed .and highly expensive . administ¬ 
ration, presided over by Prafulla 
Chandra Sen representing the 
mighty Congress. Party. It may be 
all right for . ordinary observer^ to 
view the struggle -as a battle bet¬ 
ween unequals and sympathise with' 
the weaker consumer and welcome, 
his temporary truimph against 
organised business. But (his is pre¬ 
cisely the kind of situation where 
even a laissez-faire State, comes in; 
and ours is not a laissez-faire State. 
Our State rules over a large and 
. enlarging area of life and, in qne 
form or -ahother, regulates the en¬ 
tire rest. This is the State, let it 
be repeated, that stood by and let 
trade and consumer fight it out. 
That the fight was non-violent (un-, 
usual for Calcutta) is agreeable .but 
irrelevant to the issue involved. 

In a free market the seller, is 
entitled to charge fpr his : ,ware all 
that the traffic will bear,, as long as 
the consume# is free not to buy. 
There is no evidence that the shop¬ 
keepers ol north Calcutta applied 
any unauthorised methods to per¬ 
suade people to buy their sweets 
at their prices. In these Circum¬ 
stances the trade is entitled.to pro¬ 
tection against' the people’s coer¬ 
cive acts. This protection, a« we 
have seen, was not forthcoming; 
and the trade yielded. 

The Other View 

. If, on the other hand, the view 
is taken that, at least for essential 
commodities, the consumer is en¬ 
titled to protection against the 
rapacity of .profiteers, the State 
should, surely, have stepped in. It, 
apparently, did not, would not or 
could not. So the consumer had 
to do what the State had not done 
■r~ coerce, ffje ‘ trade to J^ilve its 
price for iandesh. A cynical def¬ 
inition of Government is that-it is 
the. supreme poOrcqr among all the 
coercive agencies that' eonstihite a 
State, Recent successful demonst¬ 


rations by the people of Calcutta 
have > demonstrated, it is suggested, 
nothing more and nothmglcss than 
thht the Gdvernment of West Beta- /! 
gal. has ceased to be the supreme _' 
coercer. Has the popular will am- * 
erged victorious? 

It is altogether facetious to claim 
that successful popular demonstra- < 
dons bespeak toe triumph of de¬ 
mocracy.- These are, in- fact, evid- 
, ence of toe defeat of democracy in 
India, hr Writers’ Buildings sits'a' 

popularly elected Government, arm¬ 
ed not only with, a popular man¬ 
date but also with a vast admini- 1 
strative machine to enforce what- ’ * 
ever it thinks the people want done. ,, 
In such a set-up, popular demonst¬ 
rations should be entirely' unneces¬ 
sary. . Yet the Government not only , 1 
permits the people to .take over the 
functions of the pojice bqt almost 
encourages them to do so. That tao 
physical harm came of it all takes 
way nothing at all from the dan- • 

1 geroiis implications/ of what hap¬ 
pened lately. , 

' Earlier Failure 

The Government’s failure, to pre- , 
vent demonstrations was of course,, 
preceded by its. other,'bigger, fai¬ 
lure to induce in India’s business , 
community any sense pf fairness. , 
Here, theta, is the basic contradic¬ 
tion: the consumer as' voter elects 
the Government while his exploiter 
as provider of the Party has to be 
permitted to make extra profits to ’ * 
enable himself to donate more to 
the Party. There is, ‘ of course,,' 
nothing taew in all this; this is, in 
fact the dilemma of all democratic ^ : ; 
governments. Where the Congress > 
is culpable is that in its sixteen' 
years of absolute rule it has failed 
even to begin to address itself to 
the contradiction V?ith a view to" 
evolving even ‘ a precarious and 
tentative definition of the price the 
consumer must pay for develop¬ 
ment. • ' ' ■ 

The new element in' the Bengal . 
situation is the' emergence of a- 
monster which may prove less con¬ 
trollable than free Enterprise has . 
proved. : It is popular‘will aban¬ 
doning its elective functions and 
taking over 1 executive functions. 
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Nobody grudges the north Calcutta- 
man his cheaper sandesk and roso- 
gotta; he is welcome to all the rice 
and fish he can lay his hands on. 
By thinking himself forced, perhaps 
rightly, to resort to coercion, he is, 
also, laying his hands on the Gov¬ 


ernment. It should not be neces¬ 
sary to spell out the frightful possi¬ 
bilities of the process 

Perhaps, again, even this was in¬ 
herent in la condition bangalaise, 
which has always been importantly 
different from the genera] condition 


THE ECONOMIC WEECtY 

indiennc, Bengal wa» the first to 
turn to terrorism. Consumers in 
Calcutta have turned to what may 
be called non-violent terrorism. 
Which, of course, is a contradic¬ 
tion in terms. 

— Fllbbertleibbtt 
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Death of a Maharani 

An Annul of Rural Bengal 

Banii De 

Coming back home last summer from vocation, as the train entered the first large junction in Bengal, 
I was met with newspaper headlines that Maharaniad hi rani Radharmd Devi of Burdwan had pasted away 
the day before, after bearing a painful illness u/ith considerable fortitude. 

This was news : for it not only meant a loss to charities in Burdwan, but also the end of an experi¬ 
ment. 


YEAR and six months back, 
the town of Burdwan had 
made, at least provincial, headlines 
with the election campaign of the 
Maharani. Vardhamana Nagari is 
one of the most ancient urban sites 
in the country. If it can be*iden- 
lifted with Tiakkaiia Ladha of the 
Jain chronicles, it was the sophisti¬ 
cated town where the Digambar Jain 
saint, possibly Mahavira himself, 
who had wandered in the days be¬ 
fore Christ, was shooed out by 
mongrels set upon him by the 
bourgeois, profaned by his ethe¬ 
real sartorial sense — or so a Jain 
epigram informs us. In later times, 
it was the town from where, scan¬ 
dal says, Mihr-uri-uissa was abduct¬ 
ed for Jahangir’s harem. In the 
eighteenth century gazetteer-cum- 
chronicle, the Riyaz-hs-Salalin it 
was reputed for its fighting-cocks 
and its cows; and in the 19th cen¬ 
tury, the Punjabi Khatri Raja$ of 
the town, rich in their landed pro¬ 
perty, secure in their religious 
eclecticism and literary culture, 
proud of the title of His Highness 
Mahatab Grand, gained from the 
British for supply of transport to 
fight the Mutiny, turned to large- 
scale profit from their superb eco¬ 
nomic location. 

The Star of India Cate 

Even in drought years, the 
Dainodar basin from the Ajoy and 
Dwarakeswar Rivers in the north 
to Arambagh and Howrah in the 
south look green and smiling. 
When the Damodar used to vent its 
spite on the plains, the basically- 
single-crop economy was thorough¬ 
ly unstable. Now, there is at least 
the prospect that the crop of the 
Radh region will not be completely 
ruined by floods, hi any case, die 
rents commanded by agricultural 
land in these parts have always 
been considerably higher than- fn 
the Western uplands of Bengal. 
Coal was first discovered in the 


westernmost subdivision of the 
Burdwan administrative district, 
Raniganj in 1774 and Raniganj 
coal fields were the first to be deve¬ 
loped systematically. That was from 
the thirties of the last century. 
Both the Tagore family and the 
Burdwan Raj family invested con¬ 
siderably in collieries; with the 
difference that the former who 
come of eighteenth century specu¬ 
lating stock, had their investments 
wiped out in the rolling depressions 
of the early nineteenth century, 
while the latter were able to ride 
out the early instabilities with the 
help of rent from their lands. 

In the twentieth century, Bijoy- 
chand Mahatab built the preten¬ 

tious Star of India Gate into the 
town, surmounted by conventional 
figures possibly of Justice and Mer¬ 
cy, in honour of a visit by Lord 
Curzon; was insulting to Kamsay 

Macdonald for befriending Indian 
workers and was abused by Ram¬ 
say Macdonald as “a pot-bellied 
swashbuckler”, Edwin Montagu has 
noted delightedly that Bijoychand 
could reply in kind, calling the 

future Prime Minister of Britain, 

“a white sardar-coolie”. The Zamin- 
dari family of Burdwan had estab¬ 
lished its position in the social hie¬ 
rarchy of the region. 

This hierarchy since early British 
days has been enforced by law. 
Burdwan was one of the first three 
districts which fell into the faghir 
control of the Company, as a re¬ 
ward for putting Mir Jafar on the 
masnad of Murshidabad, It was ex¬ 
ploited by the early revenue officials, 
men of the Johnstone and Graham 
families of West Coast Scotsmen, 
who made large fortunes by shak¬ 
ing the first fruits off “the pagoda 
tree”. They established the “outcry” 
or “public auction” system of reve¬ 
nue collection, fey which tradition¬ 
ally-held land, often supplying re¬ 
venue to the Raja of Burdwan, was 


put up in rent by public bidding 
and was knocked down to the new¬ 
ly wealthy brokers, stevedores or 
financial agents who followed their 
British principals into the Bengali 
districts to take the pickings of the 
speedily crystallising market in 
land. Families like the later banedi 
(foundation) aristocratic Ghoshals of 
Bhukailas in South Calcutta date 
theii;. successful foundation to these 
land reforms within the Mughal 
structure. 

But, by the early nineteenth cen¬ 
tury, many such families had either 
had their holdings wiped out in the 
economic chaos of the age of War¬ 
ren Hastings, or moved into other 
districts where revenue demands 
were lower; and a concomitant of 
the Permanent Settlement of 1793 
were the Patni ( Pattani Mahal) 
Regulations which gave the Rajas 
power to sub-infendate, so to speak, 
their property to lower landhold¬ 
ers. These katkinadars, dar-katkina- 
dart and even seh (or third level) 
— katkinadars were de facto land¬ 
lords, with powers of levying rent. 

The Talukdan 

By the end of the nineteenth cen¬ 
tury, they were beginning to be 
called talukdars. This is a word 
which etymologically means one 
who Jias connections, and practical¬ 
ly implies a status of rank in zamin- 
dari hierarchy. A talukdar general: 
ly had his dependants and consider¬ 
ed himself to be an essential cog 
in the social structure insofar as a 
sub-tenant found himself capable of 
giving himself such airs — and the 
degree to which he could go was 
never small. Certainly, the taluk¬ 
dars had naibs (bailiffs or, accord¬ 
ing to Indian Muslim conventions, 
Hindu factotums or even viceroys') 
who administered their estates in 
the villages in the Burdwan region, 
gave the necessary loans and re¬ 
paired the few irrigation bunds 
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which the British Made had not cut 
across atari disrupted. But they 
mainly raked in the cash and the 
maart (the offerings in kind lor 
an audietace, often commuted to 
fees). 

The tdvkdars themselves built 
large, square, wide-veranda-ed and 
floral-pilastered many-pillared hou¬ 
ses in the shadier recesses of the 
filthy lanes round the central hive, 
the Rajbati or Raja’s palace in 
Burdwan, sited among the tanks 
and ponds in the centre of the 
town; and behind the low doors 
and masking walls of the sadar 
mahal or men’s quarters, they 
lived thp life of middle-class Ben¬ 
galis. which was richer and mpre 
prosperous than that of many mid¬ 
dle-class people in the great wen 
of Calcutta. 

The Urban Hierarchy 

It seems, if one talks to clerical 
assistants in Burdwan offices lodav, 
that even the naibs, or their child¬ 
ren, were important people in the 
urban hierarchy. At anv rate, the 
old gentlemen of these families are 
at present the sole repositories of 
the lore of old Burdwan. Also, a 
Study of the biography and occu¬ 
pations of their descendants or of 
their younger connections, might 
show — as I am convinced it would 
— that several of their connections 
became landowners themselves, "nr 
became members of the Burdwan 
Raj Council, which, of course, was 
a high piece of honour indeed, or 
when they were endowed with ini¬ 
tiative, they left traditions of ser¬ 
vice in their own region, and 
sought advancement in the Provin¬ 
cial Civil Service or even the ICS. 


now 


builder. 


Bijay Toan—after the 


The Naibs were after ell, officials 
of the Raj, a Khude Raj or petty 
principality perhaps, hut all the 
same, the local replica, a viable 
one, of the great imperial myth in 
India, of the Sarkar or Authority. 
This petty charisma was strong 
enough in Burdwan town to obs¬ 
cure the larger myth; as a result, 
British values never had much hold 
on the townsfolk, and national¬ 
ism, that urban reaction in India 
to Westernisation, is not now a 
vpry visible phenomenon. Consequ¬ 
ently with the decline bf national¬ 
ism, a natural paradox exists. At 
any rate at least in Post-Graduate 
classes, MA students easily accept 
the new common Indian interpreta¬ 
tions of Indian history that Plas- 
sey was the dawn of the Indian 
Renaissance, that Warren Hastings 
was good for India because he was 
a great Empire-builder and so on. 
It is no use saying that they bIbo 
accept violently chauvinist inter¬ 
pretations of nationalist history, or 
vulgar Marxist interpretations of 
eighteenth century Indian history, 
or that the pseudo-imperialists 
write better and more persuasive 
English than their critics. This is 
true and should be remedied; but 
at the root is the fact that stu¬ 
dents in Burdwa'n have been less 
open to the intellectual influences of 
nationalism than they have been 
in Hughli or in Uttarpara or in 
Calcutta, where British rule was 
not diluted by the presence of 
a Maharaja. The Raj family con¬ 
tributed most, even indirectly, to 
the fossilisation of feudal values in 
Burdwan. 


Naibs and Sarhars (storekeepers 
or in Indian Muslim terms, custo¬ 
dians of property) perpetuated 
their class by permeating the Im¬ 
perial Services and the practise of 
the law with their traditions. Their 
names are still perpetuated in the 
street names of Burdwa'n; while 
the bye-lanes are called after the 
location, and the great roads or 
pleasure grounds are called after 
Maharajas and their children, or 
after-Governors of Bengal, who had 
perhaps dropped in for a day, or 
raised the position of the Raj — or. 
though one doubts this — conferred 
civic amenities on Burdwan. Today 
the only change in this pattern 
seems to be that Curzon Gate is 


Landowners Turned Stockholders 

After Independence came the de¬ 
luge. The present Maharaiadhiraja 
is a leadinq member of Boards of 
Directors of various companies. He 
is also a prominent figure on the 
Turf and has. through his devotion 
to it, become President of the Royal 
Calcutta Turf Club. His attendance 
is required in Calcutta for these 
functions; not much time remained 
for the land; and with the approach 
of Zamindari Abolition, the eight¬ 
eenth century historical cycle was 
completed: the landowners became 
stockholders, and left the land — 
the only difference from earlier ex¬ 
amples being that they were doing 


so to cut their losses and had been 
well-to-do quasi-absentees for quite 
some time before. Their social role 
in the 1920s and 1930s had been 
rather similar to that of the Whig 
magnates in Central England in the 
early nineteenth century as depict¬ 
ed in Lord David Cecil in “The 
Young Melbourne”; they lived in 
the capital (Calcutta or Darjeeling 
in the summer) in the social sea¬ 
sons where they followed or set the 
fashion, and in the town only when 
they did not have their own social 
obligations to perform. 

Books, Portraits and Alms 

When they were in Burdwan, the 
Maharaja’s family endowed chapels 
in the great shrine of Sarbamanga- 
la, where wives pray for fertility 
and others for fulfilment of their 
desires; and the chape] inscriptions 
proclaim their, religious charities. 
They dug tanks in the marshy 
ground to the north-west of the 
town and moated the neighbouring 
fields and ramparted each with high 
earth embankments or woods with¬ 
in each of which were the Dilkhu- 
sha garden palace in Golap Bagh, 
the famous maze for the harem, 
Ramnar Bagan and the great Sa- 
yars (tanks) shut away from pry¬ 
ing eyes. They built up a magnifi¬ 
cent library, specialising in bio¬ 
graphies of royal princes, the his¬ 
tories of war, accounts of the East 
in ancient times, and superb col¬ 
lections of nineteenth a'nd early 
twentieth century art, as well as of 
pornography (in the locked cup¬ 
boards devoted to which there re¬ 
posed for many years a rare copy 
of SivaUath Sastri’s “History of the 
Brahmo Samaj”) and detective “novels 
of the 1930s and 1940s; and they 
thronged their rooms with floral 
architecture and replicas of Burne- 
Jones and Rossettis, as well as port¬ 
raits of Governors of Bengal con¬ 
ferring decorations on them. These 
pictures are wistfully remembered 
bv those inhabitants of Bu r dwan 
who had seen them in the days of 
their glory, and regret the dust a'nd 
darkness to which they were aban¬ 
doned, when the Rajas started to 
stay permanently in Calcutta. Also 
they gave alms to the poor, and 
probably rent remissions and car¬ 
ried out minor improvements to 
the lands of some needy peasantry. 
But in the main, the remission 
revenue was the duty of the path 
talukdars 's 
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. ft »u ia these circumstances 
that Dr Bidbtfn Chandra Roy, that 
man of great intentions and catho¬ 
lic sympathies, found that the 
mmindari buildings formed part of 
the heritage of new Bengal. He 
formed a policy of taking them over 
from owners, as a gift, and giving 
them some compensation. The 
houses were to be utilised for the 
accommodation of technical educa¬ 
tion institutes, vocational centres, 
universities and similar other pur¬ 
poses. His was the Utilitarian’ ideal 
of the greatest good of the greatest 
number, according to the vocal de¬ 
sires of the leadership of which¬ 
ever party could command maxi¬ 
mum support, The result of this 
ideal in practice was the creation 
of vested interests. His portraits — 
open, frank and smiling — are to 
be found in the pharmacies, in the 
groceries and in the new vocfVional 
training centres that have sprouted 
in the ruined mansions of the 
mighty, in mofussil towns like 
Baranagar, Uttarpara, Mankundu 
and now Chandernagor. 

But in Burdwan, there are no 
obviously visible portraits of Dr 
Roy in the Rajbati, the great palace 
oi the Rajas. The gratitude of the 
bulk of the people one talks to is 
to the zamindari family, whose, 
great oil paintings — Aftab Chand 
Mahatab, (successor of the loyalist 
who supplied bullocks to the Bri¬ 
tish Army during the 1857 Revolt) 
looking as well-groomed as only a 
nineteenth century Babu could, or 
Bijay Chand, leaning consciously ar¬ 
rogant on a twentieth-century sword 
— still hang on the walls of the 
Library, among the Rossettis and 
the Burne-Joneses. It was the pre¬ 
sent member of the family who 
gave away the palace to Dr Roy, 
and took only a few lakhs compen¬ 
sation for the rest of his property 
and gardens which, together with 
the palace, form the campus of the 
new University of Burdwan. Dr Roy 
is remembered as the man who 
gave Burdwan prestige by making 
it the seat of a University formed 
by hiving off one third of Calcutta’s 
affiliating colleges — about 39 of the 
colleges, west of Bhagirathi and 
north of Howrah and Midnapur 
districts — and thus bringing to the 
town students a'nd teachers in the 
hope of higher education and pat¬ 
ronage not available to them in 
Calcutta. The Raj family is even 
more remembered for making this 


situation possible, by giving away 

the palaces and the land. 

An Impersonal Memory 

The compensation is never men¬ 
tioned, nor the absenteeism. The 
disrepair a'nd decay in which the 
princely gifts had been allowed to 
fall before their disposition (one 
might almost say, grateful vesting 
awayV are taken as a matter of 
course. No one objected to these 
things ever. Anyway, popular me¬ 
mory is short enough for people in 
Rurdwan like, for instance, students 
in the Post-Graduate Department, 
who have lived here since child¬ 
hood, to believe that the disarray 
of the Raja's gardens in G-olap 
Bagh is entirely due to the neglect 
of the West Bengal Government 
which was the beneficiary after 
1956 and 1957. 

This might or might not be true, 
hut that is the general belief that 
one finds Burdwanites harbour about 
the change that came into their 
lives when the impersonal govern¬ 
ment located in Writers’ Buildings 
replaced the image of the warmth 
and lavish spending of the Rajas. 
When they left, the Rajas remained 
an impersonal memory : all griev¬ 
ances about specific canalisation of 
capital and patronage have become 
blurred, obscured by the general 
sullcnuess about the grayness of 
life in Congress Bengal. Images in 
these desperate times have more 
warmth than reality. 

Three things thus came to post- 
independence Burdwan — bleakness 
in the. urban classes we have anato¬ 
mised; a vacuum in the }K>wer 
structure; and the slow ironing 
away of the sense of feudal class, 
as the keystone of the hierarchy was 
removed. Meanwhile the Congress 
leadership was falling apart at the 
seams; and Janab Abdus Sattar. 
the popular party organiser, was 
being elbowed out by Shri Narayan 
Chaudhury, the District Congress 
Committee head. It lias been sug¬ 
gested that the feuding in the Bur¬ 
dwan Congress led to a sharp split 
in potential votes in the 1952 Gene¬ 
ral Election, and that in the long- 
run this feuding neutralised whate¬ 
ver support Congress might have 
commanded in Burdwan town as 
the party that won independence. 

Whether thi£ is true or not. we 
do not know, but actually no popu¬ 
lar candidate was put up for the 


Legitlalive Assembly on the Con¬ 
gress ticket —- Abdus Sattar stood 
for the House of People from the 
Kalna-Katwa constituency and was 
elected defeating Asutosh Lahtri, 
then a prominent Mahasabha leader. 
Udaychand Mahatab, the Maharaja 
of Burdwan was put up, instead, by 
Congress in the Burdwan constitu¬ 
ency for election to the Assembly. 

The fight in the First General 
Election was more or less a straight 
one between the Congress and the 
Communist Party. The final result 
is given below : 

VotesPer cent 
of total 

11,430 60.08 

9,477 42.10 

1,230 5.47 

316 1.41 


B K Cfoowdhury 
(Communist) 

U C Mahatab 
(Congress) 

B K Mitra 
(Hindu Mahasabha) 
B K Gangull 
(Independent) 


The number of electors in the con¬ 
stituency was 53,192; 22,462 (i e, 
42.63 per cent) voted. Binoy Chow- 
dhury, the Communist candidate, 
was elected by a margin which was 
not very wide. 

Binoy Chowdhury is a well-known 
social worker in the town. Few 
have seen him, and. from all ac¬ 
counts, he is one of the self-effacing 
party workers of the rural districts, 
who represent the image of Com¬ 
munism at its best in Bengal. In 
1952, he represented the. element of 
populism in the Burdwan contest, 
which swayed the. scales against the 
factionalism and spirit of compro¬ 
mise of the Congress leaders. 

More than this, there must have 
been other reasons which brought to 
a Communist the representation of 
the politically conscious element in 
Ruadwan. The nature of naibiana 
and the lack of political conscious¬ 
ness among its scions, who chose 
executive service rather than elective 
urban leadership, must have been 
one. Another reason was the rise of 
the Aguri or Ugrakshatriya commu¬ 
nity into prominence in local politics. 
Basically agricultural tenantry with 
names like Hazra or Konar (alter¬ 
natives being Konwar, or Kongar or 
Kumar), they come from the cast¬ 
es, typical to the Radh piedmont of 
West Bengal, who have old folk 
traditions of local leadership on a 
caste scale of leadership among the 
submerged Vaisyas and Sudras, but 
a status of subordination to the 
Brahmanas or the upcountry Kha- 
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tra (Punjabi writer cute), eg, the 
Burdwan Raj family or Bihar Raj¬ 
put* like the Chakdigbf Sinha Roy 
family. Hie caste group from which 
they come has a tradition of milit¬ 
ant objections to monarchy, even 
in Hindu Bengal, going back to the 
rule of the Palas and the Brahman 
Senas, and the folklore general, 
Lausena, raised to the status of a 
village god, was at one time almost 
the symbol of the aspirations of cas¬ 
tes of similar status — to be the 
authority in their own and in neigh¬ 
bouring villages. 

But their caste position has always 
been fluid — in the sense that they 
have surnames (not traceable to 
Islamized family titles) which link 
their clan origins to castes lower in 
social status and also show that they 
have adopted surnames similar to 
those used by clans which claim 
pure Kshatriya origin — as, for in¬ 
stance, Konar, which can he deri¬ 
ved to the Sanskrit word for prince, 
as well as to the Bengali word for 
potter. The question is an open one, 
but at any rate, Ugrakahatriya, i e, 
fierce Kshatriya, may be a Sanskriti- 
sation of a local caste name. 

It seems that this kinship group 
came to political prominence in 
Burdwan after Independence. The 
reason for this may be what I pro¬ 
pose to call their kulak status. They 
have come to own large areas, of 
paddy land ( dhani jami — the major 
productive element in Burdwan) 
and farm it as enterprising land¬ 
lords, investing their surplus profits 
in either the land, or in the market¬ 
ing of foodstuffs in petty urban 
areas like Memari or Saktigarh or 
Burdwan. Thus, many of the more 
well-to-do shopkeepers in B C Road 
(Burdwan’s main marketing centre 
— Bijay Chand Mahatab Road, 
which is dominated by Curzon Gate, 
now Bijay Toran) are called Hazra 
or Kongar. It is commonly belie¬ 
ved that they have taken the great¬ 
est advantage of education and the 
economic prosperity which has 
spread throughout the district due 
mainly to the quick and more fre¬ 
quent local railway transportation 
provided by the electrification of 
the main rail line from Calcutta to 
Delhi up to Burdwan and also to 
the location of Durgapur to the 
north-west of Burdwan and the 
minimal increase of irrigation on 
either side of the rail line, from 
feeder canals of the D V C. 
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A major block vote in the CPI 
in Burdwan is Aguri. Harekrishna 
Konar, the local CPI leader, and 
one of the few local leaders who 
used to be of all-Bengal status be¬ 
fore he was hauled into prison last 
year, for alleged pro-Chinese sym¬ 
pathies, conies from this community, 
of a landholding family. He is re¬ 
ported to have been concerned with 
grain-distribution in the days be¬ 
fore his political activities. In the 
last few years, he had certainly be¬ 
come the most important political 
boss in town. It is believed, though 
little factual information is availa¬ 
ble on this subject, that Harekrishna 
Konar ha* been able to mobilise 
the more militant Aguris into voting 
Communist in the elections. It is 
certain that he spread agrarian ver¬ 
sions of Communism among the 
Jotedars (higher tenantry) and 
Bargadars (renters) of the paltani 
lands of estates, which had once 
belonged to the Raj and to the 
talukdars. 

After Binoy Chowdhury was 
elected in 1952, the Aguris linked 
old, submerged traditions of lower- 
caste militance with the new gospel 
of peasant Communism, against the 
authority of a stagnating landed 
hierarchy. Irfan Habib writing 
about another institution — that of 
money-changers in late mediaeval 
India—has recently pointed out in 
an article on Banking in Mughal 
India (“Contributions to Indian Eco¬ 
nomic History”, edited by T Ray- 
chaudhuri) that “with all the ‘dis¬ 
solving influence’ that money is said 
to possess, the profession of the 
Sarraf has not escaped the tentacles 
of the Indian caste system and has 
been monopolised by the members 
of a few mercantile castes”. The 
Aguris are not money-changers pri¬ 
marily; but they certainly are com¬ 
ing to the forefront as merchant- 
capitalists trading in agricultural 
produce. Their slow marshalling 
into the ranks of the tenantry 
voting Communist must have 
something to do with their tradi¬ 
tional antagonism to farmers and 
landholders higher up on the social- 
cum-exploiting scale. Conversely, 
it must have something to do with 
the fact that as marketers of agri¬ 
cultural produce, they find, that 
-—hke the Moderes felt in the early 
Stages of the French Revolution, in 
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1789 — "la route est barren” : the 
path to economic opportunities, wider 
than possible for their demarcated 
status in a caste-cura-quasi-feudal 
structure, was barred. In the violent 
despair which vitiates politically 
conscious decisions in modern India, 
many politically conscious Ugrak- 
shatriyas are impelled to extremist, 
agrarian Communism. 

(To be Concluded) 
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Algeria's Unfinished Revolution 

■ Frederick F CJalrmonte 




Within the compass of one year the changes wrought in Algeria are nothing short of staggering, 
a performance unmatched by any underdeveloped country, including Cuba. / | 

It is the peasantry, whgck bore the brunt of the fighting against France, that has made these successes 
possible, ' The peasantry provides more than 80 per cent of the cadres of the People’s National Army 
(A N P) and remains the spearhead of the Revolution. ; 

Ben Bella and Boumetfienne, both of peasant origin, know this. It was Ben Khedda’s major strate- ,,, 

gic blunder to have believed 'that the forces Of the Revolution could be consolidated by exclusive reli¬ 
ance on the urban proletariat and the trade union movement. 

Ait Ahmed, the leader of the Kabylian dissident movement, on the otherJumd, maintained that the 
building of socialism could not be achieved by the trade unions or the A N P‘ or the F L N, but must be 
the work of all these forces working in an autonomous and decentralised manner. 

In the context of Algerian politics this would have led to a break up of the young nation by generat 
ing the very factional tendencies which are now chewing at the vitals of many an emergent nation. ■/' 


Algeria’s Revolution remains unfinished, but Us contours have been already roughly mapped. That 
it will have a profound impact on Algeria’s neighbours is unquestionable. The coexistence of a socialist 
Algeria with Tunisia and Morocco will be a tenuous one. Already the ideological battle has been joined 
and in the present eocial order of things it is unlikely to stop. 


^MID the ominous rumble of a 
frontier war with Rabat and 
the upsurge of the Kabylian dissi¬ 
dents the vast structural changes 
that are transforming Algeria’s 
economy tend to be obscured. Yet, 
in the long run, it is these sweep¬ 
ing, improvised and irreversible 
mutations that will determine the 
increasingly socialist physiognomy 
of the second Algerian revolution. 

The kaleidoscopic events since 
independence have thrust Algeria 
at an accelerating tempo along 
socialist , lines. The clash of per¬ 
sonalities and events is too crow¬ 
ded, too rich, too bafliingly com¬ 
plex to paint even with an impres¬ 
sionist brush the eclipse of many 
of ‘the historic chiefs’ who fathered 
the rebellion that erupted on 
November 1, 1954. 

Eight Year* of War 

In the whirlpool of conflicting 
ambitions, the acrimonious palaver- 
ings and confusing, cross-currents 
of the first two rudderless months 
of independence, it is to future 
historians that will fall the job of 
disentangling and sifting dispassio¬ 
nately the evidence and so render 
an objective assessment of the pre¬ 
cipitate shifts in the political for¬ 
tunes of leaders of one the auth¬ 
entic revolutions of our country. 

The swiftly moving and yet un¬ 
finished revolution must be project¬ 
ed against eight years of partisan 
warfare in which the price victory 


exacted was 600,000 dead; a loss 
proportionately greater than that 
inflicted upon the Soviet Union, 
Yugoslavia, Poland or Vietnam in 
our time. A victory won in the 
teeth of the most terrifying odds. 
But the astronomic cost in human 
lives was only one side of the 
balance sheet. The apocalypse of 
the aftermath was now on hand. 
The relentless fire and fury un¬ 
leashed by the 0 A S under the 
benign eye of the French military 
on the eve of independence has its 
counterpart in living memory only 
in those equally deliberate acts of 
vandalism perpetrated by the Nazis 
in their headlong retreat. The 
French occupation ended with the 
violence with which it had been 
conceived. On July 5, 1830 the 
citadel of Algiers fell, One hund¬ 
red and thirty two years later 
Algiers university, one of the few 
meagre creations of the occupant, 
was razed to the ground; bed-rid¬ 
den inmates of hospitals machine- 
gunned. Such was the departing 
pageant of infamy. And so it was 
not merely in Algiers, but in the 
Constantine, Oran, Bone and Bab- 
el-Oued. Precious administrative files 
were, put to the torch, the econo¬ 
my sabotaged with utter ruthless¬ 
ness. For those who witnessed those 
fires the very words, ‘Franco-Alge- 
rian co-operation’ had an acrid 
smell. To forgive and to forget was 
no longer possible, for the memo¬ 
ry of these outrages, as the ovens 


of Auschwitz for conquered Eu¬ 
rope, were destined to remain for¬ 
ever green in the national conscious¬ 
ness. 

Hardly a single family remained 
unscathed and the wake of inde¬ 
pendence was trailed by the fami¬ 
liar legacy of mass unemployment, 
the legions of widows and orphans, 
capital flight, a spiralling inflation,. 
total administrative chaos, the exo¬ 
dus of colonial technicians and the 
absence of Algerians, large scale ’ 
profiteering, a tax structure that 
had collapsed, and of pivotal im¬ 
portance, an economy 90 per cent 
owned and controlled by the natio¬ 
nals of the ex-colonial power. This 
is the context in which the Evian 
agreement must be analysed. Like 
the treaty of Brest Litovsk it was 
humiliating to the extreme — save 
that Algerians came to the green 
table as victors and not as van¬ 
quished. The attempt, however, to 
partition Algeria slicing off the en¬ 
tire Sahara with its colossal re¬ 
source base did not materialize, as 
the paramount colonial power suc¬ 
ceeded so. eminently in achieving in 
their former territories in equato¬ 
rial Africa. Failing in their at-, 
tempts to smash the territorial in¬ 
tegrity of Algeria, other stratagems 
were advanced which were intended 
to negate the substance of independ¬ 
ence.' stratagems whose efficacy had 
been , tested in the former African 
colonies. Their effective implement 
tation would have maintained a 


1929 



November 23, 1963 

neo- colonialist scaffolding compare- 
bie to that predominating today in 
almost all of the former French 
territories in Black Africa, Tuni¬ 
sia and Madagascar. Yet onerous 
and exploitative as the Evian agree¬ 
ment*, are, they offered a pressing 
respite from eight years of war. 

Unequal Partners 

Gaullist forensic subtlety hoped to 
win where arms had failed and to 
ensure, in the terminology of the 
Evian agreements, that ‘no discrimi¬ 
natory measures should be taken 
against the interests, the property 
and the acquired rights of French 
nationals’. Was it possible in the 
light of the restrictive property clau¬ 
ses of the agreements to map out 
a social revolution commensurate 
with the ideals and socialist propen-' 
sities of Algeria's leaders? 

Briefly this is the record, or part 
of it as revealed in the Muspetiol 
Report of 1955 (“Croupe d'etudes 
des rehttions financiercs entre la 
melropclc el I’Algcrie : rapport 
general") : 

In 1954 six and a half million 
Algerians cultivated 015,000 farms 
totalling 4.7 million hectares from 
which they derived an income of 
80 billion francs. In contrast 
120,000 colons and their depend¬ 
ents cultivated 22,000 farms strad¬ 
dling 2,350,000 hectares from which 
they obtained an annual income of 
70 billion francs. Among the Euro¬ 
pean colons land concentration was 
conspicuous with such representa¬ 
tives of the landed caste as Borge- 
aud, Germain, Count d’Hespel, 
Avcrseing. Similarly a minuscule 
minority of 8,500 Algerian land- 
owners and caids occupied one 
third of non-European owned lands. 

Ninety per cent of Algeria's eco¬ 
nomy was owned by 10 per cent of 
the population. 

More than a million Algerians 
were fully unemployed in 1955. 

More than eighty per cent of all 
Algerian children receive no for¬ 
mal schooling, with illiteracy rising 
to 75 per cent in Arabic and 90 
per cent in French. 

In real terms, French expendi¬ 
ture in 1953 was the same as in 
1913. 

Per capita rural income was per¬ 
haps lower than in 1870. To be 
sure, inequalities in Algeria were 
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te«S marked than in many areas of 
Africa, According to the recent sur¬ 
vey by the Economic Commission for 
Africa, European per capita income 
in Algeria was about 8 times high¬ 
er than for Algerians in 1955. 
South of the Sahara the income 
spread is larger ranging from 30:1 
to70:l. In the Belgian Congo it 
was 69:1 in 1957; in the Federa¬ 
tion of Rhodesia and Nyasaland, 
43:1 in 1956; in Kenya, 32:1 in 
1957. In Kenya and Uganda aver¬ 
age wage income per European em¬ 
ployee was twenty times greater 
than per African employee. 

Revision of Evian Agreement 
Essential 

Non-repudiation of the property 
clauses of the Evian agreement 
would have effectively shackled 
national economic growth and com¬ 
pensation would merely have add¬ 
ed one more millstone around the 
nation’s neck. Moreover, the value 
of the nationalized properties had 
long since been amortized. Algeria, 
unlike the former territories of 
equatorial Africa. was a nation 
hammerer 1 out of a revolutionary 
war. ft is this salient trait which 
demarcates it from the rest of Black 
Africa. To he sure, Algeria remains 
the only revolutionary force in all 
of Africa. 

Etnphasing the need to revise 
the Evian agreements President Be'n 
Bella commented in April: 

“We have no need of a Bor- 
geaud in this country. His kind 
has no flag; their only God is 
money. When they invoke pro¬ 
perty clauses, we invoke morali¬ 
ty. The Evian agreement is not 
intangible. Persons like Borgeaud 
number fifteen or twenty. We 
shall not immediately attack the 
small French cultivators, although 
this must be discussed. There are 
also Muslims of the species of 
Borgeaud - - bastards, if you will 
excuse the term, who enriched 
themselves in the war, giving 10 
francs to the F I. N and 1.000 
francs to Massu. Be assured that 
we shall strip those who have 
dishonestly amassed huge for¬ 
tunes”. 

Analogy with Cuba is not entire¬ 
ly invidious although the doctrinal 
propellants of both revolutions are 
dissimilar. The present course of 
the Algerian revolution is redolent 


not Only of Cuba’s but of Russia’s 
period of ’War Communism’ that 
sequelled the first eight months of 
October 1917. Nor is it astonish¬ 
ing that the President could re¬ 
peatedly claim that “Cuba’s social¬ 
ist path is our model; there is no 
other.” Such sentiment is wide¬ 
spread among Algerians both in 
France and in Algeria, before and 
after F.vian and strikingly discerni¬ 
ble among the youth. 

As in Cuba, far reaching changes 
of a planned nature would have 
been inconceivable, given the arti¬ 
culate ideological credentials of its 
leaders, within the prevailing pro¬ 
perty relations and extensive foreign 
ownership. In Major Castro’s words: 

“If we plant rice, it turns out 
that we thereby infringe foreign 
interests. If we produce fats, it 
turns out we act contrary to 
foreign interests; if we grow 
cotton we neglect foreign inte¬ 
rests; if we carry out a land re¬ 
form, we disregard foreign inte¬ 
rests; if we pass a law on petro¬ 
leum it affects foreign interests. 

“If we draw up a law on the 
mining industry, it again turns 
out that we neglect foreign inte¬ 
rests; if we establish a merchant 
marine, we again infringe foreign 
interests. If we want to find 'new 
international markets for our 
country, we act contrary to 
foreign interests. If we want other 
people to buy from up at least 
as much as we sell them, again 
we infringe foreign interests. It 
is this which explains why we 
have adopted revolutionary laws 
which infringe the interests of 
our national capitalists and 
foreign companies.” 

Bogus Chance 

Renaming streets and public pis- 
soirs is no indicator of change, 
however pedestrian this may ap- 
poar. That a city square formerly 
bearing the name of a French rolo- 
nial blimp has been renamed Finer 
de la Republique or Place de V In¬ 
dependence ; s at best a bogus 
cha'nge. Yet this is precisely the 
extent of the changes over vast 
stretches of Black Africa. Where 
the forces of neo-colonialism rest 
entrenched the sole beneficiaries of 
independence have been a minority 
of black politicians with their Swiss 
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riftas and bank accounts, their air- 
conditioned cadiHaca, their perfum¬ 
ed Concubines. An immense moat 
of privilege, without the benefit of 
a drawbridge, divides this black 
elite from the masses. 

Prof Rene Dumont has given, us 
a graphic description of this pro¬ 
cess in his appropriately titled 
work “ L’Afrique noire est mol 
partie ”, What 'neo-colonialism and 
foreign aid has attempted to spawn, 
and not altogether unsuccessfully, is 
a black bourgeoisie. This is what 
the late Franz Fanon, the ideolo¬ 
gist of the F LN warned against in 
his penetrating work “Les damnes 
de la terre”. Fanon’s work is in¬ 
dispensable for grasping the doc¬ 
trinal and spiritual forces behind 
the Algerian revolution — a mani¬ 
festo whose analytical depth, clarity 
and sweep makes it one of the most 
perspective socio-political statements 
of our century. 

Corrupt Black Bourgeoisie 

True, .a black bourgeoisie, effete 
and corrupt is now being vomited 
up with foreign aid and the rich 
pickings of independence. As a class 
it was superfluous from its birth 
and its outlook is basically anti¬ 
national. Sociologically it remains 
a rickety image of its European or 
North American counterpart, with 
nothing of the latter’s dynamism. 
It is subordinate to the dominant 
white bourgeoisie economically — 
and henc^ politically. 

it is this black bourgeoisie in¬ 
extricably wedded to a caste of 
native politicos and administrators 
who have hogged the first fruits of 
independence. The fortunes and 
destiny of this caste is predicated on 
the perpetuation of foreign aid; 
the continued paramountry that 
shares in the payola. The rumblings 
and over-filled prisons in Black 
Africa are ominous portents that 
confirm Fanon’s and Dumont’s ana¬ 
lysis. Colonialism has been vanqui¬ 
shed but its economic base is un¬ 
impaired — despite the formal ad¬ 
mission of certain ‘groomed’ Afri¬ 
cans into the managerial ranks as 
part of the public relations gim¬ 
micks of the large colonial corpo¬ 
rations. 

Gaullist colonial policy has bank¬ 
ed on these collaborationist ele¬ 
ments. In Algeria they relied on 
Ferhat Abbas whose outlook was 
no longer attuned to the needs of 



a socialist Algeria. The nationalisa¬ 
tion of more than 600 business en¬ 
terprises including the largest 
hotels, cinemas, reitaurants, cafes 
and other service industries was en¬ 
gineered to break the back of an 
emergent bourgeoisie whose ranks 
would have immeasurably been en¬ 
larged had a policy of eoonomic 
drift been adhered to. Many of the 
holdings of the Algerian parvenus 
had been acquired on the cheap 
from departing emigres. Almost 
overnight the swift nationalisation 
measures aborted this social force 
and the very notion of private pro¬ 
perty and with it private invest¬ 
ment has been swept into the limbo. 
Nor is President Ben Bella appre¬ 
hensive of his Government’s capa¬ 
city to make good the absence of 
private savings and investment by 
public capital formation derived 
from agricultural exports, petroleum 
royalties and a rapidly mushroom¬ 
ing public sector. Moreover, it is 
believed that massive Si no-Soviet 
aid on the scale anticipated is more 
than likely to offset the loss of pri¬ 
vate investment and overcome the 
bottlenecks to a sustained industrial 
offensive. 

Momentarily, plans have been 
shelved to nationalise the Sahara 
petroleum and gas deposits, al¬ 
though there reverberates the cla¬ 
mour within the F L N for their 
nationalisation on the grounds that 
such a powerful strategic enclave 
remains the last and most formid¬ 
able custodian of French colonial¬ 
ism and an affront to national dig¬ 
nity. At the time of writing, the 
President has so far resisted the 
temptation to seize so sweet a plum. 
It seems that Algeria does not pos¬ 
sess either the international mar¬ 
keting facilities or the technicians 
to make nationalisation a rational 
economic venture. 

Key Reforms 

Ben Bella must equally be aware 
that the socialist countries, even if 
they can provide the technicians 
(Rumania alone is capable of fil¬ 
ling the gap) cannot absorb its 
petroleum exports. Such a peremp¬ 
tory evaluation must, however he 
tempered by caution. Peking claims 
that it can absorb all that Algeria 
produces. How it would pay for it 
is another matter. Of one thing we 
can be sure: continued foreign 
ownership of the nation’s wealth 
will not be an enduring fixture of 
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the Algerian economy. * 

The economic revolution was 
sparked initially by the European 
exodus following independence when 
hundreds of thousands fled In droves 
across the Mediterranean. The 
‘vacant properties’ abandoned were 
occupied without official authorisa¬ 
tion. No more dramatic metamor¬ 
phosis is evidenced than the torren¬ 
tial rush of thousands of Algerians 
from their diseased and rat-infested 
Casbah into the once racially ex¬ 
clusive European quarter and the 
occupation of hundreds of empty 
apartments. But these were appeti¬ 
zers to the main course. Today the 
colons have shrunk from more than 
a million before independence to 
less than 100,000 and these will 
further shrivel with the spread of 
nationalisation and the proliferation 
of management councils (au to- 
gesfion). i 

In the insectiferous political cli¬ 
mate of the first two months when 
the struggle for power between the 
Tlemcen and Tizi-Ouzu groups 
scaled its zenith the Algerian eco¬ 
nomy had sunk to its lowest depth® 
from which recovery seemed re¬ 
mote. But already by the end of 
December, before the new Consti¬ 
tution came into force certain key 
reforms were blueprinted and exe¬ 
cuted: the emancipation of the Al¬ 
gerian woman, a feat that had large¬ 
ly been achieved by her mobiliza¬ 
tion in the armed forces and which 
was to be extended by her uninhi¬ 
bited participation in the workers’ 
councils: the setting up of the 
National Marketing Board to sup¬ 
ply essential and basic foodstuffs 
and geared to eliminate the middle¬ 
man; creation of a central bank 
oriented towards economic growth; 
an administrative overhaul that re¬ 
duced the former 15 departments 
to 6, and 1.500 communes to 500, 
operation ‘bootblack’ which took 
thousands of homeless orphans and 
delinquents off the streets; the ex¬ 
tension of the trade union movement 
not only within the urban areas, 
but into the ‘bled’, i e, the rural 
areas. 

Mandute for Ben Bella 

It would be naive to expect that 
the vicissitudes of the transitional 
period could be overcome in so 
short a span. A high level of un¬ 
employment continues to bedevil 
the economy. A State which previ- 
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<H»ly did hot exist has been creat- 
. ed end wedded to it an administra¬ 
tion whose efficiency is marred by 
its youth atnd inexperience. Not¬ 
withstanding, its administrative pro¬ 
bity is of a very high order. 

“ The genesis of the Algerian state 
has been simultaneously partnered 
by the overwhelming mandate re¬ 
ceived by Ben Bella at the recent 
referendum. Abstentions did not ex¬ 
ceed S5 per cent in the region of 
Tizt-Ouzou (Kabylia), and in the 
Algiers department it was 25 per 
cent. Elsewhere the percentage vote 
in favour of Ben Bella hovered 
around 95 per cent. 

In act the referendum confirmed 
that the opposition within Algeria 
although weak and fragmented pos¬ 
sesses an electoral base but is cir¬ 
cumscribed to certain limited geo¬ 
graphical areas. Today, more than at 
any time in the past, President Ben 
Bella can lay claim to an impres¬ 
sive popular support from which 
he can proceed to the edification 
of socialism which is his primary 
objective. Hassan and his advisers 
grossly miscalculated the scope of 
Ait Ahmed’s potential in Kabylia 
and the opposition within Algeria 
M a whole. There is a large truth 
in Colonel Roumedienne’s state¬ 
ment that there are persons who 
Oppose the Government, but that a 
cohesive opposition does not exist. 

Kabylia — a Problem 

Commenting on the Kabylian in¬ 
surgency before the Algero-Moroe- 
can war flared up, Le Monde’s cor¬ 
respondent said that “the FLN will 
prows itself by practical measures. 
As long as the head of state pur¬ 
sue* his policy and his fight against 
the bourgeoisie the Algerian masses 
will have confidence in him. Kaby¬ 
lian dissidetnee reflects at once a 
regional particularism, the bitter¬ 
ness of certain military and politi¬ 
cal elements, and a particularly ad¬ 
verse regional economic situation. 
However, it appears too particularist 
to he a rallying point of the popu¬ 
lation as a whole” A traditionally 
underdeveloped region in an under¬ 
developed country, its major export 
has been its people. There were no 
French estates to be seized and dis¬ 
tributed. More than 50 per cent 
of the Algerian work force in 
France conies from Kabvlia — and 
ft is the postal cheques from these 
workers that constitute one of the 
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region’s vital arteries. Similarly 50 
per cent of the population of Al¬ 
giers are Kabylians. Its mountai¬ 
nous regions, its eroded soil and 
an inordinately high land-man ratio 
merely serve to exacerbate its pro¬ 
blems. At bottom the Kabylian re¬ 
main* an economic problem that 
must be tackled urgently. 

Chances in Agriculture 

The programme carpentered on 
the lines of the Tripoli declaration 
by Ben Bella in December received 
its major implementation in March 
when the large European and Al¬ 
gerian estates were confiscated. 
Many of these expropriated lands 
were immediately turned into state 
farms structured on the lines of the 
Cuban Granjas del Pueblo. Given 
the demographic curve, fragmenta¬ 
tion of holdings associated with a 
conventional land reform would 
have proved calamitous. The jere¬ 
miads of doom and collapse of Al¬ 
gerian agriculture have not come 
to pass. To the contrary this year's 
fruit, vegetable and grain harvest 
have been the largest on record. 
Diversification of farm output has 
moved apace and farms are being 
rationalised as fast as financial re¬ 
sources permit. 

The initial impulse to a la'nd re¬ 
form sprung not from the national 
leadership, although this was al¬ 
ways central to their strategy of 
growth, but from the peasants them¬ 
selves. The contention that the Al¬ 
gerians could not submit to coope¬ 
rative discipline and that the exo- 
dous of the European settler would 
mean a return of good farm land 
to the desert has proved u'ntrue. 

Important inroads have been 
made in agriculture. But for years 
to come the shortage of trained 
personnel, bookkeepers, cattle breed¬ 
ers and chemical fertilisers will 
continue to plague agriculture. Vic¬ 
tory in agriculture can only be 
consolidated by the triumph of 
industrialisation that would furnish 
the requisite technical coefficients to 
agriculture and set the stage for 
the untrammeled development of 
the national economy. Changed 
social relations in agriculture have 
been an immense booster, yet by 
themselves they cannot do the ulti¬ 
mate trick. Possessing an almost in¬ 
exhaustible petroleum base, the 
construction of a petro chemical in¬ 




dustry .dan supply mors *«a Ae 
fertilizer demand of Algerian agri¬ 
culture. Such an industry cam be 
a source of supply' for the entire 
Maghreb and beyond. 

INew Organisation 

Every farm unit possesses its di¬ 
rector, but collective management 
is achieved by the management 
committee alone. The director is 
frequently a chairman. This par¬ 
ticipation is the lynch-pin which 
joins economic rationality with the 
democratic principle of auto-gestion. 
It is the committee which collect¬ 
ively decides issues of labour policy 
and wage payments and what crops 
are to be planted. In certain very 
large agricultural enterprises the 
director disposes the veto right to 
ensure that policies do not run 
counter to the overall directives of 
the Ministry of Agriculture. 

These peasant management com¬ 
mittees are based on the practical 
experience of the peasants them¬ 
selves and are utterly alien to the 
Stalinist mode of collectivisation 
superimposed on the peasantry by 
urban activists. Admittedly, the 
human material is technically defi¬ 
cient as is to be expected. In time 
these deficiencies will be removed 
and the situation improved with the 
added ingredients of discipline and 
hard work. Unfortunately many of 
these farm units have become a 
refugp for the army of unemploy¬ 
ed impairing their efficiency. The 
planning authorities recognize that 
agriculture by itself cannot support 
the nation at rising standards of 
living. Efficiency of these farm units 
will inevitably rise as industriali¬ 
sation supplies the basis for chemifi- 
cation. mechanisation and electrifi¬ 
cation. The campaign of national 
reforestration now underway in con¬ 
junction with infrastructural invest¬ 
ments is a contributory growth 
catalyst. 

All these measures are vital for 
the nation's growth, but there is a 
lack of coherence and coordination 
in many of these measures. The ad¬ 
ministrative gears are inadquately 
meshed and improvisation is still 
unfortunately the order of the day. 
Although the FLN has been re¬ 
vitalized the transmission belt both 
at the party and administrative 
levels between the baBe and the 
summit functions inadequately- 
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tfUl be passible to with- * 
stAnd - those encroaching forces, of ■ 
-bureaucracy which Major Guevara 
so pringently pinpointed and which ' 
is the bane of-Cuban development 
ana of other socialist countries re¬ 
mains 'to. be seen. Many persons 
were calculated into posts foriner- 
If held by Europeans with'inade* 

, quale training. ; Opportunists and 
careerists of ; various hues have 
found thrimselves. ‘niches in l^ey 
government ministries. Yet apart 
fropi and despite these shifty ele¬ 
ments' progress has been real and 
,'vivjjd. Within the compass of one 
year the changes wrought within 
Algeria are nothing short of stag¬ 
gering, a performance unmatched 
by any underdeveloped country ~ 
including Cuba. , ' . 

It is the peasantry that should¬ 
ered these, successes, the very pea," 
santry that bore the brunt of the 
fighting and hence the bleeding, 
arid it is this force that provides 
more than 80 per cent of the cad¬ 
res' of the ANT (the People’s Na¬ 
tional Army) and who remains the 
spearhead of the revolution. Ben 
Bella and Boumedienne, both of 
peasant origin, know. this. After 
the failure of the ‘Battle of Algi¬ 
ers’ a , peasant based guerilla war 
became the only means to victory. 
But it & as only from the end of 
of March that they tested its: first 
fruite. ' It was Ben Khedda’s major 
strategic blunder to have believed 
that the forces of the revolution 
could have been consolidated by 
exclusive reliance on the urban pro¬ 
letariat and the trade union mo¬ 
vement. Further he Consciously 
side stepped the army in political 
decision-making at the national and 
departmental levels, 

Role of tlie Army 

The peasantry, linked to an 
overwhelmingly peasant army‘under 
Colonel Boumedierine’s command, 
is the main prop of the socialist 
revolution. If the disintegration of 
the F L N on the eve of indepen¬ 
dence proved a cruel deception to 
its protagonists and -a sourpe of 
bovine rejoicing to its adversaries 
the rot did riot extend to the army 
which was to prove itself a unifying 
force on the national level. Simi¬ 
larly the Kabylian dissident move- 
thaif , has been broken op , the 
strength of this cohesive military 
force. 


‘ To be #ure, the New- Constitu¬ 
tion and the remoulded F L N re¬ 
cognize the dynamic socio-political 
Tole of the army as taever before. 
With the onset of the frontier inci¬ 
dents, the army now symbolizes 
national,unity. Nor has it remained 
neutral in its political leanings as 
seen hi the arrest of,Boudiaf. “The 
A N P,” declared Ben Bella, <s has 
an exemplary role to fulfill. ' It 
is called upon to play a* political 
role. 'Hie ‘harbudos* of the Cuban 
revolution .have become political 
cadres, Our soldiers are highly 
politicised — more so .than the 'bar- 
budos’ because they ■ have Bad 
eight long years of war behind 
them in which they have .been tem¬ 
pered. Within the arrty the party 
must exist. On the social and 
economic plane the A N P will be 
called upon to play a vital role. 
The figure of speech that I should 
like to. employ is that it is an army 
■with a gOn in pne hand ,and a 
shovel in the other”. 

I 

Centralisation Essential 

Such an idelogical rise de posi¬ 
tion was opposed to that of the 
leader of the Kabylian dissident 
movement who maintained that the 
building, of a socialist order cannot 
be achieved by the U GTA (Gene¬ 
ral Union of Algerian Workers) or' 
the A N P or , the F L N but must 
be the work of all these forces 
working in an autonomous and de¬ 
centralized manner. Ait Ahmed 
has lost his moorings. 

Within the context of Algerian 
politics this would have led to a 
breakup of .the young nation gene¬ 
rating those factional tendencies 
that are now chewing at the vitals 
of many an emergent nation. As it 
is the Front straddles widely diver¬ 
gent ideological perspectives. ‘ There 
are militants of Various hues with¬ 
in its ranks, Similarly the commu¬ 
nist party which has been thwarted 
from playing an independent role 
can only function as a component 
of the Front. In the President’s 
words: “We have dissolved the 
Algerian communist party: this is 
not anti-communism. We canot 
tolerate a privileged party. If we 
do so how then can we ban other 
political parties like the M N A. 
We are not marxists,, but if the 
Russians did hot exist it would be 
■necessary tp invent them, for con- 


‘ • ' November' 23,- 

1 ' * , 

’trqptiifg the Russians, and ourselves 
is imperialism. The Algerian C P - 
has its newspaper the Alger Repub- 
liedint which pursues its own edit- < 
brial policy. Lot the communists - 
enter and be militants within Aho 
Front”, This is precisely what they 
have done. . 

To claim 1 that Ben Bella hps 
betrayed the socialist revolution as 
"the F S F (Socialist Front Forces) 
assent is to attack him at hiS strong- ' 
est point; and to label him a fascist 
is equally absurd. Apart from four " 
or five persons under house arregj " 
there are no political prisoners at 
present, irt Algeria. And tile F L N 
slogan: “revolution without prisons” 
has so far been Confirmed, whether 
it will continue to. remain so if a 
grave iriterhal or external crisis dove*, 
lops can .only be answered by the 
test of history. The visiter to 'Algi- * 
ers and other cities is striick by the 
virulent and open criticism of the 
government by many; but he , is 
equally impressed by the responsive 
chord of the masses. In peasant 
meetings, the delegates may not be 
able to grasp pr interpret a mass of , 
.indigestible statistical data. But it is 
incredible to hear the earthy quali- , 
ty of their simple " questions. The 
voiceless multitude no longer exists. * 
These are the makers of the revolu¬ 
tion. t The enthusiasm that the land 
reform has engendered, notably 
since the setting of the management ■ 
committees, is immense. The ob- ; 
server finds that the older genera¬ 
tion cannot always come to grips 
with these changes, but there is one 
.change that he can grasp : thp un¬ 
assailable and monumental dignity 
of freedom. 

Portent for Tunisia and Morocco 

Algeria’s revolution remains un¬ 
finished but its contours have al¬ 
ready been roughly sculptured. That ■ 
it will exercise a profound impact ■ 
on its Maghrebian neighbours in 
the years ahead is unquestionable. ' 
Whether the frontier dispute will be ■ , 
settled or the, manner in which a 
negotiable settlement is reached is 
unimportant. What is, more crucial 
is. that the revolution has already - 
cast its shadow over the-fading B- • 
gure of a feudal monarchy that'is ' 
the regime of Hassan .Ik — a mo¬ 
narchy of-divine , right based on the 
principles of Islamic theology with 
a medley of empty constitutional 
forms that merely serves to conceal 

1938 





IWaaher 23. 1963 


. ""i0h' 


the enentkliy authoritarian nature 
of hi* rale. In July the trade 
union leaden and all leading mem¬ 
ber* of the left were imprisoned. 
Since then the number of political 
detainees have increased. And the 
highly touted land reform remains 


an enterprise in mystification. 
Hassan's diversionary frontier ad¬ 
ventures cannot save his tottering 
throne. At best the co-existence of 
a socialist Algeria with Tunisia and 
Morocco will be a tenuous one. And 
there are many who question whe- 


vita • 

ther it can long endure. Already the 
ideological battle iuus been Joined. 
In the present social order of things 
it is unlikely to stop- Algeria’s re¬ 
volution is an irrepressible social 
force and it may well prove impos¬ 
sible to contain it. 


His blood has saved many lives 


Way back in 1935, at Jamshedpur’s Main Hospital, a man lay 
dying. Only a transfusion of blood could save him. In those days, 
most people thought that blood donation permanently damaged 
health. But a young man came forward and voluntarily gave his 
blood to sustain the ebbing life. Between 1935 and 1955, the same 
man freely gave his blood no less than 40 times—on an average 
twice a year—for victims of industrial accidents, to save men 
critically ill. 

This extraordinary man is T. S. Balam, a typist with Tata Steel at 
Jamshedpur, a happy, healthy family man of 50. Although he still 
wants to donate blood, doctors decline his offer 
in view of his advancing years. 


/I 



Inspired by the selfless example of 
men like Balam, many, many others 
in the steel town have donated blood. 
No less than 20,000 employees of 
Tata Steel have had their blood tested 
and grouped, while many more are 
coming forward regularly for testing 
and grouping ... to help prevent 
avoidable deaths ... to save families 
from sorrow and ruin. 

This is yet another instance of the 
fellow-feeling, born of the indivisible 
bond of labour, that binds together 
the steelmen in Jamshedpur, a city 
where industry is not merely a source 
of livelihood but a way of life. 


JAMSHEDPUR 

THE STEEL CITY 


GIVE FREELY TO THE NATIONAL DEFENCE FUND 

The Tata Iren and Steel Company limited 

IWtTN 12£4 
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Levels of Income in Rural India 


M Ramachandra Rao 

TA« debate in Parliament on per capita income following the statement by R M Lokia that 60 per 
cent of the population, i e, 27 crore people, live on an average income of 3 annas (19 nP) a day aroused 
much interest and curiosity in this subject. Lohia’s statement was challenged by the then Planning Minis¬ 
ter who, quoting N S S expenditure figures, said that the poorest , 10 per cent of the population have an aver¬ 
age monthly per capita expenditure of Rs 8 in rural areas and Rs 10 in urban areas. 

Data distribution of income for the entire country are not available and inferences, therefore, have 
to be based on data available from various ad hoc surveys of urban and rural arms. 

An attempt is made below to examine the data on income in rural areas collected by the Agra- 
Economic Research Centre. 


rpHE various Agro-Economic Re¬ 
search Centres * have been con¬ 
ducting studies of the economic and 
social change in rural areas in 
different parts of the country. They 
carry out economic surveys of select¬ 
ed villages for this purpose and re¬ 
peat the surveys after five years. 
The data on socio-economic condi¬ 
tions are collected through an in¬ 
tensive survey of all the households 
in the selected villages. The reports 
prepared from these surveys con¬ 
tain data on per capita incomes in 
the villages. In some cases they 
contain also the distribution of 
households in different income 
groups. Data pertaining to 95 vil¬ 
lages from different districts, sur¬ 
veyed by various Centres during 
1955-61 have been brought together 
here. Though there are some varia¬ 
tions in the methods of computa¬ 
tion of village income from one 
centre to another, the general con¬ 
cepts of income used are more or 
less the same, and as such the data 
are adequate for our analysis which 
is designed to yield the broad pat¬ 
tern of incomes in rural India. 

The investigations carried out by 
different Centres cover 51 districts 
in 12 States.^ They have been pur- 
posively selected by the Centres as 
case studies and include both pros¬ 
perous regions like the fertile dis¬ 
tricts of coastal Andhra Pradesh and 
Punjab, the coffee growing Chick 
Magalur district of Mysore and 
backward and under developed re¬ 
gions like the Basti district of East¬ 
ern U P. the Chambal valley of 
Madhya Pradesh, the tribal villages 
of Assam and the poverty-striken 
areas of Orissa. These villages 
along with their per capita income 
are listed in the appendix. 

To get an idea of per capita in¬ 
come in rural areas, the distribu¬ 


tion of these villages in different 
per capita income groups is given 
in Table 1. ' It will he seen that 


Table 1 i Distribution of Villages 
According to Per Capita Income 


Per Capita Income 

Per Annum 

Number of 
Villages 

L<wm than 

75 

3 

75 --- 

100 

2 

100 — 

125 

10 

125 — 

150 

23 

150 — 

175 

16 

175 — 

200 

13 

200 — 

250 

17 

250 — 

300 

8 

300 and 

over 

3 

AH 


95 


except for 3 villages, all recorded 
an average per capita income of 
more thaii Rs 75 per annum (or 
21 nP a day). In fact, 57 villages 
out of 95 claim an average per 
capita income of more than Rs 150 
per annum (41 nP per day). The 
three villages with per capita in¬ 
come of less than Rs 75 per annum 
are Gunduri Gora in Koraput dis¬ 
trict of Orissa (Rs 72.77), Mitbhay 
in Ratnagiri district of Maharashtra 
(Rs 56, 78) and Murli in Basti 
district of the Eastern U P (Rs 
66. 79). 

High Incomes in Backward Areas 

Certain interesting inferences 
can be drawn from the study of 
these villages. For instance, the 
per capita income of some villages 
located in backward areas is found 
to bn comparatively high. Tire 
tribal village of Kantherferang in 
the United Miker hill district of 
Assam recorded a per capita in¬ 
come of Rs 233.00 per annum (64 
nP a day); Rirendranagar in Tri¬ 
pura recorded a per capita income 
of Rs 269.16 ( 74 nP per day). 
Three villages in the backward 
Basti district of U P namely Tan- 


dewa, Purana Pandey, Bhanwapur 
showed a per capita income of 42 
nP, 40 nP and 40 nP per day, res¬ 
pectively. The nine villages in 
Chambal valley, namely Asida, 
Mudiakhera, Chhimka, Tather, Ba- 
mori, Amarpura, Patanda, Bajar 
and Maija, lie between per capita 
incomes of 30 and 60 nP per day. 

Average per capita income in a 
village does not indicate the posi¬ 
tion of the different sections of the 
population. In order to throw light 
on that aspect, the income distribu¬ 
tion in each village needs to be 
examined. The distribution of 
households in different income 
groups '% available only for 14 
villages namely Vachoor, Pallipuram 
from Kerala, Aldur, Havalli, Chick 
Magalur Valli from Mysore, Jali- 
pudi, Chembedu from Andhra Pra¬ 
desh, Sengipatti, Varadagareddy 
Palli from Madras, Waghode from 
Maharashtra and Tandewa, Purana 
Pandey, Bhanwapur and Murli 
from Eastern U P. These villages 
have been divided into 4 groups 
comprising per capita incomes of 
(i) Rs 200 and over, (ii) Rs 150- 
200, (iii) Rs 100-150, and (iv) 
Less than Rs 100. The distribution 

* Seven Agro-Economic Research 
Centres at Delhi, Poona, Santi- 
niketan, Madras, Jorhat, Gwalior 
and Anand have been conducting 
village studies. 

t 6 villages from 3 districts of Andhra 
Pradesh, 5 villages from 5 districts 
of Assam, 6 villages from 5 districts 
of Bihar, 3 villages from 2 districts 
of Kerala, 8 villages from 4 dis¬ 
tricts of Madhya Pradesh, 6 villages 
from 3 districts of Madras, 9 vil¬ 
lages from 5 districts of Mysore, 9 
villages from 9 districts of Orissa, 
32 villages from 11 districts of 
Bombay (Maharashtra and Guje- 
rat), 1 village from 1 district of 
Punjab, 6 villages from 2 districts 
of Rajasthan, 4 villages from 1 
district of U P. 
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0 t the households in different in¬ 
come group* along with their aver¬ 
age siae ifl presented in Table 2. 
It can he seen that in ail the vill¬ 
ages belonging to Group I, more 
than 65 per cent of the households 
earn an Income of more than Rs 
100 per capita per annum (27 nP 
per day). In the villages belong¬ 
ing to Group II, two villages Var¬ 
da gareddi Palli and Chick Magalur 
Valli more than 70 per cent of 
the households have a per capita 
income of more than 22 nP per 
day. In villages Jalipudi and Tan¬ 
dewa of the same group about 60 
per cent of the households earn less 
than 27 nP a day. However, 41 
per cent in Jalipudi and 34 per 


cent in Tandewa have a per capita Y 
income ranging between 14 nP and 
27 nP a day. Among the villages 
in group III, Bhanwapur, Palli- 
puram and Sengipatti, we can see 
that about 60 per cent of the house¬ 
holds earn a per capita income of 
more than 27 nP per day; in vill¬ 
ages Purana Pandey, Vcechoor and 
Chembedu the percentage of house- '• 
holds having a per capita income 
of more than 25 nP per day is 
roughly 55.7, 46.9 and 57.2, res- 
pectively. In Murli, the only 
village in group IV, only 40 per 
cent of the households have a per 
capita income of more than 18 nP 
per day. 

Let us examine the data in Table 


2 by computing the 6th decile for 
each of the villages. The 6th 
decile gives the value of household 
income of 60 per cent of the house¬ 
holds. By using the average size 
of household we can deduce the per 
Capita income per day from the 
decile value of household income. 
These values have been presented 
in Table 3. It can he seen that 
except for two villages, Bhanwapur 
and Murli, all the villages have a 
per capita income of more than 20 
nP. 

No Support for Lohia’s Thesis 

The data presented above do not 
lend support to the statement that 
60 per cent of the population live 


Table 2 t Distribution of Households in Different Income Croups 
Per Capita Av Size Household Income-Group 


Village 

Income 

of Family 









(Rs) 


250 

250-600 

500-760 750-1000 

10001600 

1500 & 

All 









over 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

Group I 










a Aldur, Mysore 

241.00 

6.0 

30 

96 

116 

56 

49 

32 

382 



1 

0») 

(25.2) 

l (80.5) 

(15.4) 

(12.8) 

(8.3) 

(100.0) 

b Havelli, Mysore 

277.00 

4.8 

7 

47 

l 60 

32 

13 

21 

180 




(S.B) 

(26.1) 

(SS.S) 

(17.8) 

(T-*) 

(11.7) 

(1004) 

c Watrhode. Maharashtra 348.56 

5.2 t 

34 

139 

128 

90 

68 

150 

607 




(8-8) 

(32.0) 

(20.8) 

(14.8) 

(11.2) 

(24.7) 

(100.0) 

Group II 










a Varadagareddy Palli, 










Madras 

150.73 

3J2 1 

44 

191 

f 89 

31 

23 

1 

379 




(11.8) 

(50.4) 

1 (28.5) 

(8.2) 

(8.0) 

(0.8) 

(100.0) 

b Chick Magalur 










Valli, Mysore 

175.00 

5.2 

4 

18 

T 22 

22 

12 

10 

78 




(8.1) 

(28.1) 

1 (28.1) 

(15.4) 

(15.4) 

(123) 

(100.0) 

c Jalipudi, Andhra 










Pradesh 

152.68 

4,6 

81 

175 

» 80 

28 

30 

33 

427 




(ic.O) 

(41.0) 

(18.7) 

(«.«) 

(7.0) 

(7.7) 

(100.0) 

d Tandewa, U P 

152.24 

4.9 

38 

44 

~ 21 

8 

10 

8 

129 




(30.5) 

(84.1) 

{ (16.2) 

(6.2) 

(7.8) 

(6.2) 

(100.0) 

Group III 










a Purena,Pandey, U P 

145.91 

5.7 

23 

43 

f 23 

21 

19 

20 

149 




(15.4) 

(28.9) 

I (15.4) 

(14.1) 

(12.8) 

(13.4) 

(100.0) 

b Bhanwapur, U P 

147.13 

5.4 

6 

23 

3 14 

9 

17 

7 

76 




(7.9) 

(30.8) 

(18.4) 

(11-8) 

(22.4) 

(9.2) 

(100.0) 

c Veechoora, Kerala 

109,30 

5.4 

43 

302 

193 

52 

33 

27 

650 




(6.8) 

(46.5) 

(29.7) 

(8.0) 

(6.1) 

(4.1) 

(100.0> 




200 

200-400 

400-600 

600-800 

800-1000 

1,000 & 










above 


d Chembedu, Andhra 










Pradesh* 

128,13 

4.7 

24 

95 

70 

34 

23 

32 

278 




(8.6) 

(34.2) 

(25.2) 

(12.2) 

(8.8) 

(11.5) 

(100.0) 

e Pallipuram, Kerala* 

147.26 

5.7 

22 

84 

134 

87 

80 

85 

462 




(4.8) 

(18.2) 

(29.0) 

(18.8) 

(10.8) 

(18.4) 

(100.0) 

f Sengipatti, Madras* 

138.90 

4.3 

35 

135 

139 

62 

41 

50 

462 




(7.8) 

(29.2) 

7 (30.1) 

(18.4) 

(8.9) 

(10.8) 

(100.0> 

Group IV 










a Murli,* U P 

66.79 

6.0 

22 

18 

"» 13 

6 

3 

4 

66 




(88.8) 

(27.8) 

(18.7) 

(0.1) 

(44) 

(6.1) 

(100.0) 


Note; *For these villages the household income groups given in the reports are different. 

Figures in brackets indicate percentages. 
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Size of 
Family 


hold 

Income 


per day 

Incotoe 


t Aldur 

5.0 

692.24 

40 

\ : 2 Havclli 

4.8 

675,50 

...39 

3 Waghode 
/ . 4 Vardagareddi 

5.2 

6! 1.51 

-32 

Palli 3.2 

1 . .5- Chick Magalur 

359.16 

31 

Valli 

5.2 

645.65 

34 

6 Jalipudi 

4.5 

371.71 

23 

7 Tandewa 

8 Purana 

4.9 

■ 423.30- 

24 

’ Pandey 

5.7 

417.13 

20 

9 Bhanwapur 

5.4 

358.70 

18 

10 Veechoor 

5,4 

401.08 

20 


U Chembedur 4.7 504.22 < 29 

■ 12 Palli Puram 5.7 696.42 .33 

13 SeAgipatti 4.3 480.74 ‘31 . 

14 Murii 6.0 351.11 16 

on an income of less than 3 annas 

a day. We' have observed that in 

S pst of the villages, 92 out of 95, 
ie average per capita income is 
more than 20 nP a day. Among 
the villages for which data on size 
distribution of incomes were avail¬ 
able, we find, that in all villages 
except two, 60 per cent of the 
households had a per capita in- 
pomp of more than 20 nP a diy. 
This is the position in rixrpl areas. 
The position is much better in ur¬ 
ban areas, as shown by Vasanth P 
. Pethe*. Pethe has presented the 
distribution of families in different 
• income groups for 8 towns, ffyde- 
rabad, Poona, Sholapur, Baroda, 
u Hubli, Cuttack, Puri and Sambal- 
s • , pur. His study shows that about 
’ 70 per cent of the families have an 

' income of more than Rs 500 in all 
the 8 towns. If we assume that 
the Average size of family in these 
. towns is 5, then we can 'Conclude 
, that about 70 per cent of the fami- 
, lies in these towns earn a per capita 
, income of more than 27 nP a day. 

' Of course, it is not ppssible to 
derfve any inferences about the dis- 
•, ‘ tribution of income in the country 
.as a- whole tun the basis of the data 
presented above relating to 95 
villages in 51 districts in 12 States. 
There is much poverty in the coun¬ 
try and there niay, be sections of 
the population earning very low 
-.itMiamea, even less than 3 annas a 
day. But the data, do not tend 
- support to the stateuent that 60 

* :• * Vaunt P Pdtfce, “ Income . Insqua- 

i>.-„'■ litiei in UA*» Communities ”! 

* » AlCC Economic Review, April 22, 

.„1962. ( . 
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- * par pent of the population live on 
. last than 3 aimaa per day. Data 

! < on ithe size. distribution of incomes 
‘ for the entire population is not 
4 available. It is unfortunate that no 
attempt has so far’ been made oh 
an afl-Ipdia basis by any official or 
' non-official organisation to collect 
such data even on a sample basis. 

- The National Sample Survey orga¬ 
nisation which is conducting nation- 

. wide, multi-purpose sample surveys 
for over a decade has also not made 
’any attempt to collect data on in¬ 
comes. True, collection of data on 
income distribution presents a host 
of methodological and conceptual 
problems. • Nevertheless, it is high 
time that a beginning is made in. 
this direction. 
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Appendix 

Per Capita Income in Selected 
- Villages in Different States ' 


.Village 


Per Capita Income 

Per Annum Pet Day 
{Rs) (Rs) 


I Andhra Pradesh 

1 Jalipudi 152.68 

2 Tetali 202.32 

3 Kumudavalli * 233.01 

4 Chembedu 128.13 

5 Pattikotida 121.09 

6 Jonnala gadda ’ 129.84 

11 Assam 

7 Chota Haiber. 205.50 

■8 Dayangiagnal 141.8T 

9 Dijpur 186.53 

10 Birendranagar 269.16 

11. Kanther Terang 233.00 

III Bihar 

12 Ghora bartdha 233.56 

13 Lohna 149.30 

14 Samahuta 253.13 

15 Li^sarhi 246.56 

16 • Hamichak 153.73 

17 Shahpur, 

Pannapur 168.99 

IV Kerala 

18 Vechoor 109.'30 

, 19 Keezenerry- 

Karavamana 

puram 95.70 

20 PaKipurara ■ 147,26 

V Madhya, Pradesh 

21 Lakhapatri 116.76 

22 Bawariya Kalan 168.00 

23 Mitred 19^.00 

24 Khajuri Kalan 180.00 

25 - Adanpur 195.00 

26 Asida 171.16 

27 Mudia 'Khera 216.00 

28 Chimka .191.92, 

VI Madras 

29 Rajagambiram 139.67 

30' AralikoMai 102,50 

31 Uppattur ' 2?8.38 

32 ' Varadagareddi- 

pafli , ' 156.73 


x „ . . j . 

Ti a pp ., j i ii 

On , air;., Ai .}■ . 1* 'rfefcalife,'<M(W. 


si 

34 SengR»tti , I3$W'' 

1 • , ;. . f, ■* (.■ ; ' * 

VII Mahatasim A ' . 

■ ■ Gujarat ■ j t ' ' 

35 Kothari r . - 165.56 t 

36 ‘Palaagaan ' 153.86 

37 Kawadjai 116.11 

■36 Aradi v 179.32 . 

39 Nsjwar 132.34. 

40 SugUr. 4 133.36 • 

41 Kolkiindi' 122^2 . , 

42 Pusegaon . 215.66 ■ 


43 

Visapur 

136,93 

058 

44 

Gorgaon 

183.42 

oSi 

45 

Ghoti ■ , 

161.38 

1 0.44 

. 46 

Zanjya ‘ 

’ 152.54 

.0.42 

47 

Mitbbar , , , 

56.78 

0.16 

48 

Murud Budryk 

112.19 

Oil 

49 

Wathwada 

120.86 

0.33 

50 

i Karkata " < 

83 95, 

0,24’ 

51 

Malthan 

HI.90 

0.39 

. 52 

Nimgaon Bhogi 

i. 123-20 

0.34, 

53 

Amdabad > 

130.30' 

0.36 

54 

Sencsangri 

130.80 

'0.36 

55 

Kasbe Sukene 

198.00 

0.54 

56 

Maije Sukene 

289-00 

0.79 

57 

Onag 

325.00 

0.89 

58 

Waghode 


0.95 


Dudrule 

348.50 

59 

M^skawad 




Seep 

268.20 

0.73' 

60 

Majkawad 




Khud 

266.20 

0162 

61 

Patadia 

181.93 

0.50 

62 

Dhad 

157.31 

0.'43 

63' 

Dhalsaongi - 

157.69 

0.43 

64 

Dudha 

176.80’ 

0.48 

65 

Kardi 

156.67 

0.43 

66 

Savale 

125.78 

0.34 

VIII 

Mysore 



67 

Aradeshahalli 

204.51 

0.56 

68 

Aldur 

241,00 

0.66 

69 

Havalli 

277.00 

0.76 

70 

Chick Magalur- 


0.48 


Vaiii 

175.00 

71 

Hagari Bommana. 



Halli 

273.70 

0.75 

72 

Chintra Palli 

223.49 , 

0.61 

73 

Padulhonse 

142.51 

0.39 

74 

Mudalgi 

311.95 

p.85 

75 

IX 

Khanatti / 

Orissa 

134.09 

0.37 

. 76 

Tcliband 

154.26 ' 

0.42 

77 

Badkera 

179.63,, 

0.49 

78 

Charaigugn ■ 

135.72 

0.37 

79 

Kasoti 

130.52- . 

0.36 

80 

Kaurali 

113.6.3 

0.31 

81 

Anlajodi 

141.40 

0.39 

82 

Raha ugira 

100.75 

0.28 

83 

Dartimunda 

190.82 

0.52 

84 

X 

Gundurigora 

Punjab 

72.77 

0.20 

85 

Baut)atwas 

243.76 

0.67 

XI 

Rajasthan 

’ 

, 

86 

Tather 

'283.36 

0.78 

87 . 

Banori 

219.50 . 

0.60 

88 

Amarpura 

217^5 - 

0.60 

89 

Patande 

171.20 ’ 

0.47 

90 

Bajar 

20M8 

0.55 

91 

Maija 

138.98 

0.38 

XII 

Uttar Pradesh 

4 i 

* 

92 

Purena Pandey 

145.91 ■ 

0.40 

93 

Murii ’ 

66.79.’ 

0.18 

94, 

Tandewa ,, 

152^24 

0.42 

95 ■ 

Bhanwapur 

147.13 

0.40 
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Technical Correction Underway 


TPlfE stock" ,mayket had k fairly t 
’ good khfke-out . last week, and 
St one time it appeared that the > 
bill bad perhaps turned a hear.' 
Barring a few isolated scrips like 
Scindia, Kobinoor,; Sirptir Paper 
and South India Viscose, equities 
generally came Ohder heavy pres¬ 
sure and suffered'! sizable losses, 
which, * however, were partially 
erased by short covering at the 
Week-end. There was' "nothing in 
the week’s news to provoke 1 heavy 
/selling, bpt a provocation was hardly 
necessary. The market had been 
moving, up, and up for too long 
without .any significant patlse with 
the result that its technical posi¬ 
tion had become increasingly sus¬ 
pect. , It was ■ necessary mat .the 
market should take a pause to allow 
technical, forces have their full,play 
and regain, fresh strength to be able 
to scale new peaks. That is pre¬ 
cisely what has now happened. 

Will TTK Oblige? , 

< It wopld be a mistake to think 
that the reactipnary trend that is 
now underway reflects a change in 
the market’s assessment of the basic 
outlook- fpr equities. It might, 
however, be conceded that fhe 
majpr upswing in, equities is based 
mainly on the strong belief that 
Shri • ‘Krishnaroachari will qfiicken 
■‘the tempo of economic and indust¬ 
rial activity and boost the morale 
of the investment market not mere-’ 
ly through the magic of words 
but through appropriate measures 
such as financial assistance to IFC . 
and IfICI and fiscal concessions. 
The stock market’s optimism might 
not prove, to be,misplaced but TTK 
might not oblige the market as 
quickly as it expects. It is quite 
possible - that the process of techni¬ 
cal adjustment that is now in pro¬ 
gress wiir continue until the stock 
exchange. community is able to take 
"a clearer view of the steps' that 
TTK proposes, to take to hasten the 
industrial tempo and revitalise the 
capital market. But one can never 
,be very hure how the process of 
technical adjustment will eoinplete 
itself. Normally, correction of the 
first major bull ' phase is not a 
long-drawn-out affair. 


Oilseeds , 

r t 

Rise in fteUtag Farcical' 

'J'HE Forward . Markets Commia-- 

Bion has raised the ceiling 
prices for new contracts hi oiiseedi 
-i- April in 'the .case of groundnut 
and cottonseed and-June in the 
case of castor and linseed ■ The 
ceiling for groundnut, , has been 
raised from Rs 236 to 241, for ^ 
castor from, Rs 1-81, to Rs' 186, for, 
cottonseed from Rs 111 to Rg 113 
and for'linseed from Rs 42 to Rs 
43. The upward revision of the 
ceiling rates does not Indicate that 
the Commission has realised the 
necessity of effecting suitable 
changes in the ceiling prices for 
different 1 contracts in order" to 
allow for the normaj carry-forward 
charges which have to be incurred, 
in transferring ‘bull’ interest from 
one delivery month to another.’The 
change is purely technical and far 
from being desirable. . The ceiling 
prices have Been raised simply by 
merging the amount of the penalty 
charged for non-delivery of goods 
agginst ‘short’ interest" remaining 
outstanding at the end of the deli¬ 
very period. 

. Delivery may not be the essence 
of a 'htedge contract in that the 
buyer cannot insist bn the delivery 
of thfe actual goods but to do away 
with penalty when sellers persist in 
keeping their interest alive until 
the end of the contract without any 
intention to effect delivery makes, 
the hedge contract a wagering 
contract — 1 spetulators’ paradise. 
That all -this should take place 
under the. Commission’s rule is a 
sad commentary' on the Commis-' 
sion’s understanding of {he func¬ 
tions of a futures market. If the 
hedge contract is -.to have any 
meaning then the terms and condi¬ 
tions should be such that in case 
buyers insist on the delivery of 
goods and sellers are unable to 
effect the same during the "delivery 
month and yet persist in keeping 
their business aliye, the buyers 
should be enabled to Rave their 
outstanding position squared-up at 
a price at which they can:obtain. 


f Thursday, Morning 1 

’ • A ' * - ‘ 4 

the goods from the ready market. - ’ 
Strangely ,; enough, none of the 
existing hedge - contracts in any. 
commodity can*be said to stand 

that test. In a vain bid to keep • 1 , 
prices down, futures contracts have 
been given an artificially bearish 
character. This is Unfortunate. 

For, all that die Commission can. 
do and need do is to contain the 
volume pf speculative activity 
within healthy limits; it cannot in* , 
fluence the course of ready prices " 
which depends on several factors , 
beyond its control. To fix ceiling , 
for futures when there exists no 
■such ceiling on the spot material 
makes, little sense and to maintain - ’ 
the ceiling for futures at the saiqe ■«. 
level for ail the contracts makes 
it worse. 

’ i Price* Recede 
The oilseeds market, developed” 
further weakness last week. Ground¬ 
nut, groundfiut cake and linseed 
were marked down to new low levels 
for the season. Castor afid -cotton¬ 
seed also were dinStinctly easy- ' 
Except for groundnut which re- 1 
covered ‘ most of the earlier loss, ■ 
Wednesday’s closing prices else- 
where were only slightly above the 
.week’* lowest. Speculative interest 
continued to centre mainly around 
groundnut where a few big openly * 
tors are known to have built up a 
formidable, “short” interest. After 
art early rally from Rg 213.37 to 
Rs 214.75 groundnut January, de¬ 
clined to a new low of R» 21212 . 
but later recovered to Rs 213.75 • 
on short covering and Scattered 
bull support induced malrily by 
technical considerations. Linseed 
March drifted idly lower from Rs 
36.44 to Rs 35.75 (per 50 kgs), 
castor March eased from Rs 166.87, , 
to Rs 164.75 (per 250 kgs) and 
cottonseed January from Rs 95 to 
Rs 94. -■ 

Groundnuts continue to set the 
tune for 'the entire market. And 
the easier tendency in groundnut is 
essentially a seasonal phenomenon. * 
The new crqp is generally expected - 
to set a new rfecord and the flow tr 
of arrivals is, said to be fairly got 
though perhaps riot in keeping w: 
the estimated size of the crop. 
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is worth bearing in mind that of 
late the crop marketing pattern has 
been undergoing a steady change. 
The growers appear to be in no 
desperate haste to market their 
produce as soon as the harvest is 
ready. The tempo of arrivals there¬ 
fore no longer provides any depend¬ 
able clue to the size of the crop. 
The week-end steadiness in ground¬ 
nut futures was attributable to the 
fall in arrivals at lower prices and 
the fairly satisfactory off-take by 
crushers and vanaspati interests. 
Groundnut expellers and extrac¬ 
tions, however, continued to be dis¬ 
tinctly weak due to increased offer¬ 
ings with the progress of the crush¬ 
ing season. 

There were no exciting develop¬ 
ments oh the export front. Fairly 
good business was reported in 
groundnut extractions but prices 
realised were about 10 to 15 shil¬ 
lings per ton down over the week. 
The Communist countries figured as 
the main buyers. Japan took fur¬ 
ther small quantities and the U K 
buyers were rather reserved, await¬ 
ing lower prices perhaps. About 
1000/1500 tons of groundnut oil 
were said to have been traded 
with Communist countries during 
the week. Groundnut HPS were 
virtually neglected. Some small 
business was reported in castor oil 
and linsee.d cake. Cottonseed cake, 
however, attracted fair business, the 
U K and the Continent being the 
main buyers. 

Cotton 

Futures Turn Weak 

^FTER keeping distinctly firm 
earlier in the week the cotton 
futures market hesitated for a while 
and developed pronounced weakness 
at the week-end. Jarilla March 
which had risen from Rs 700.25 
to Rs 707,50 in the preceding 
week was bid up to Rs 712 on the 
15th. It receded to Rs 705.75 on 
the 19th, recovered to Rs 710.25 
on the 20th but only to slip down 
to Rs 702 on the same day. The 
buying that pushed the contract to 
Rs 712 appeared to have been 
prompted by the rather slow pace, 
of arrivals and buffer stock ideas. 

But sentiment began to change 
when the word went round that a 
reputed cotton firm had estimated 
the new crop at aTound 58.75 lakh 
’’bales — a new record, though still 
. Veil below the Plan schedule. Send- 
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mem was also affected by reports 
of increased flow of arrivals in the 
terminal markets. Mills which had 
* emerged as fairly active buyers in 
the preceding week soon withdrew 
from the market when prices began 
to recede under pressure of new 
crop arrivals. 

Assured of abundant supplies as 
a result of a large carryover and 
a good harvest, mills are unlikely 
to rush with their purchases in the 
immediate future, unless, of course, 
they are convinced that the Gov¬ 
ernment is determined to support 
the market around the current levels 
through the buffer stock agency. 
The buffer stock scheme is, how¬ 
ever, still in the talking stage. How 
exactly the scheme is going to be 
implemented is not yet known. In 
any case, if mills continue to keep 
off the market and arrivals gather 


momentum in course of time, cot. 
ton prioes are likely to remain sub¬ 
dued. And if the spot market re¬ 
mains inactive and subdued, futures 
cannot be expected to put on a firm 
appearance. It is difficult to take 
a view of the market because of the 
continuing uncertainty about the 
much-talked-of buffer stock scheme. 

Activity in the spot cotton mar¬ 
ket was restricted throughout last 
week. Among indigenous varieties, 
spinner inquiry centred mostly 
around L 147, C02 and 197/3. 

Mills, however, showed fairly good 
interest in foreign cottons, parti¬ 
cularly Sudans. Bengal Deshi prices 
held firm on steady export dema'nd. 
Export sales registered up to 16th 
November are placed at 44,000 
bales. Overseas demand i s said to 
bd gradually picking up. 
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Delhi Ooth and General Mills 


THE treed of gross profit of 
Delhi Cloth & General Mill/ 
has been downwards since 1960-61. - 
During die year ended June 30, 
1962, the* gross profit declined to 
Rs 4J8 crores from Rs 4,35 crores 
ip 1960-61, and 1962-63 it fell fur¬ 
ther : to Rs 3.39 crores. The fall is 
evidently greater during the past 
year being about 20.8 per cent com¬ 
pared with 1.6 per cent in the pre¬ 
vious year. This is all the more 
surprising' because the Mills’ turn¬ 
over had been increasing remark¬ 
ably year by year. As against an 
increase of 7.3 per cent in 1961-62 
to Rs 38.42 crores, the turnover has 
improved further by 8.7 per Cent to 
Rs 41.77 crores in 1962-63. 

The fall in the gross profit of Rs 
89 lakhs is attributed by the Direct¬ 
ors to higher costs of raw materials 
and labour and to the effect of fis¬ 
cal measures such as the emergency 
risks insurance, enhanced excise 
duties, etc. Higher provision for 
depreciation and development rebate 
led to a further fall in the pre-tax 
profit from Rs 3.08 crores to Rs 1.82 
crores, ie, by 40 per cent. Tax pro¬ 
vision as a consequence has gone 
down to Rs 1.05 crores (Rs 1.70 
crores). Net profit in the event has 
recorded a fall by 44 per cent at 
Rs 77.43 lakhs (Rs 138.91 lakhs). 
The Directors have transferred Rs 
52.25 lakhs from past reserves to 
the above net profit, and by adding 
the previous year’s balance of Rs 
4.03 lakhs, the disposable surplus 
is raised to Rs 133.72 lakhs from 
which following allocations have 
been made : General Reserve Rs 
21.99 lakhs (Rs 5.70 lakhs); Renew¬ 
als reserve Rs 9.56 lakhs (nil); 
provision foT previous year’s tax 
Rs 45 lakhs (Rs 4.50 lakhs); Divi¬ 
dend reserve Rs 36.45 lakhs (nil); 
Tax Exempt profits reserve Rs 19,25 
lakhs (nil). The last two reserves 
will be utilised for paying the pre¬ 
ference dividend of Rs 5.36 lakhs 
and the ordinary dividend of Rs 
49J82 lakhs at 13 per cent (same 
as for 1961-62). Of the dividend 34 
per cent will be exempt from tax 
under Sec 15 C of the Income- 
tax Act with the result that the net 
dividend in the hands of the share¬ 
holders wUl be higher this year. 

The Directors state that despite 


overall increase in costs, the textile 
units worked very satisfactorily. The 
Company's exports have been well 
maintained m spite of a general 
decline in tfie export of cotton tex¬ 
tiles from India. The sugar season 
was short due to lack of cane. The 
plan to increase the crushing capa¬ 
city of Mawana Sugar Factory an¬ 
nounced last year is still in the 
process of being implemented. The 
chemical division is reported to he 

working satisfactorily. The Company 
has been granted an industrial licen¬ 
ce for putting up a stable bleaching 
powder plant of 15 tons per day 
capacity and for this ICICI has 
agreed in principle to grant a loan 
of DM 945,000 equivalent to Rs 
11.25 lakhs for the import of plant 
and machinery. 

In order to finance the new pro¬ 
jects and expansion schemes, the 
Company issued preference shares 
of the value of Rs 50 lakhs during 
the. year. But it is again in need 
of funds for the PVC and Rayon 
Tyre Cord projects, becausfe of a 
considerable rise in machinery pri¬ 
ces, customs duty, construction and 
labour costs, etc. It is proposed to 
issue 2 lakhs ordinary shares of Rs 
25 each at a premium of Rs 5 or 
such other amount as may be sanc¬ 
tioned by the CCI and 2 lakhs re¬ 
deemable preference shares of Rs 
25. The preference share issue will 
be offered for public subscription. 

The Company intends to have a 
wholly-owned subsidiary Company 
which will work exclusively for the 
promotion of exports of not only 
the Company’s products but even¬ 
tually of those of other companies 
also. 

Indian Hume Pipe 

PROGRESS of Indian Hume Pipe 
has been well maintained 
during the year ended June 30, 
1963, with revenues derived from 
sale of products and from other 
sources showing marginal improve¬ 
ment. But with increased costs and 
expenditure all round, gross profits 
have declined from Rs 60.56 lakhs 
to Rs 48.43 lakha. Taxation provi¬ 
sion having absorbed much less at 
Rs 15.50 lakhs as against Rs 28.75 
lakhs in the previous year, the pro¬ 
fit for the year has declined by only 


Rs 4.27 ‘kSlis at R s 15.38 lakhs ai$ 
so the Ca-spany is able to maintain 
the dividend on ordinary shares At 
14 per cent. 

The Prestressed Concrete Pipe 
division of the Company has made 
good progress and the Company has 
secured -a'contract for the Tatipudi 
Water Supply Scheme at Vishaka- 
patnam. The Company’s Pattancheru 
P C Pipe factory which started pro¬ 
duction last year has not yet attained 
full production due to shortage of 
high tensile steel wire which the 
Andhra Government has not been 
able to supply to the extent requir¬ 
ed. A factory is now being put up 
at Bagalkot to execute an order for 
P C Poles from Mysore Government. 

The progress of the Penstock 
division is also satisfactory. The 
Company has orders for Penstocks 
from the Maharashtra and Mysore 
Governments for the Koyna and 
Sharavathi Hydro-Electric Projects 
and also from the Government of 
India for the Trishuli Hydro-Elec¬ 
tric Project in Nepal. In the ex¬ 
ecution of the contract for the 
Sharavathi Hydro Electric Project, 
where special type of high tensile 
steel, known as “T-l” steel, is being 
used for fabrication of Penstocks 
for the first time in India, the Com¬ 
pany has entered into technical col¬ 
laboration with the Chicago Bridge 
and Iron Company of U S A, for 
technical assistance. 

The Company will be shortly ac¬ 
quiring the patent rights in India 
for a new process of manufacture of 
continuous Concrete Pipe lines. 
This process is considered ideally 
suited for laying of irrigation pipe 
lines and storm water drains. The 
No-Joint Concrete Pipe Co of Yuba 
City, California, USA, which has 
invented this process and with which 
the Company has already concluded 
negotiations for collaboration, has 
agreed to the sale of its patents 
right in India to the Company and 
to provide technical assistance for 
exploitation of the patents for a 
period of 10 years. 

As the Company has not achieved 
success in its export drive because 
of heavy transport cost, it is con¬ 
sidering proposals for establishing 
Hume Pipe manufacturing plants 
abroad, and negotiations are in pro¬ 
gress with the Indian and Libyan 
Governments for permission to esta¬ 
blish a RCC Pipe factory in Libya. 
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. Gaitam Workshop* ' ,, 

'j'HE accounts of Canara Work¬ 
shops for the year ended 
March 31, 1963 show that there has 
been a sizable increase in the sales 
of wrings, etc, from Rs 64.15 lakh* 
to Rb 83.19 lakhs, ie, by about 30 
per cent. Gross profits have im¬ 
proved by 24 per cent from Rs 
29.10 lakhs to Rs 37.11 lakhs. Vet 
the net profit is only marginally 
higher by 6.2 per cent at Rs fl.91 
lakhs. Stores and materials, sales 
commissions, interest charges and 
SPT provision have all gone up 
considerably affecting the profits. 
A taxable dividend of Rs 2 per 
share of Rs 10 has been maintained 
to absorb Rs 5.56 lakhs. 


The Directors state that produc¬ 
tion has been considerably hamper¬ 
ed during the year by the irregular 
supply of steel. Both the Manga¬ 
lore and Nagpur factories of the 
Company ran short of materials and 
could not therefore maintain capa¬ 
city production. Issue of import 
licences was restricted, and where 
licences were issued they were on 
countries where prices were relative¬ 
ly higher and so manufacturing 
costs have gone up. The import duty 
of 10 per cent now levied will add 
to the costs further in future. 


The. Company is making progress 
in the installation of machinery in 
its Alloy Steel Division, and hopes 
to get full power supply from My¬ 
sore State Electricity Board from 
April next year. Spring steel is 
now largely imported and when this 
division goes into full production, 
it may he expected to save foreign 
exchange of the order of ..Rs SO 
lakhs. The Chairman of the Com¬ 
pany, Mr V S Kudva, is therefore 
insisting on getting an adequate 
supply of power and that at the 
earliest. He suggests the installa¬ 
tion of additional transformers by 
the State Electricity Board. The 
plant of the Company is so designed 
as to treble its capacity and thereby 
reduce foreign imports by nearly 
Rs 2.5 crores. The Company has 
collaboration with Con cast of Zurich 
(Switzerland) in adopting the latest 
process introduced in India for con¬ 
verting molten steel into billets. 
Negotiations are in progress for 
collaboration for a period of 3 years 
with a Japanese steel manufacturer, 
Sumitomo Metal Industries Ltd of 
Osaka, to enable the Company to 
manufacture a high quality steel. 
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A TASK 
FOR 
FLYING 
FINGERS 


tn the cool,clean.mountain atr. 

the tee gardens of Assam 
spread out like vast, green 
carpets. With lightning 
speed, the cheerful tea 
pickers pluck the tender 
tee-tips as soon as they grow 
Only young leaves will do foi 
processing. People like 
these busy workers are‘the 
real people of the country — 
industrious, happy, with faith 
in the progressof new India... 
s progress in which we at 
the State Bank of Indie are 
proud to play our part, by 
serving the nation through 
our network of branches 
throuahout the lend 




TPHS; okH '.Toutt market turned 
*.stringent' on Tuesday last with 
the rate rising -to’25 P*r cent. Till 
then demand 4 for and supply of 
funds had been well matched and. 
borrowers were able to ret their 
; requirements without difficulty at 2 
per cent. Chi Tuesday there was *a, 
sudden surge of demand — proba^ 
ly on account of subscriptions to 
the Bonds of the Maharashtra State 
Financial Corporation and the- 
Maharashtra , Industrial, Develop¬ 
ment Corporation which Were offer¬ 
ed for a total of Rs 4,50 crores — 
which caused gome stringency and 
that put up the rata to 2.5 per cent 
at which level it continues. 

During the week ended November 
8 there was a fall -in the aggregate 
deposits of scheduled hanks by Rs 
9.35 crores (of which demand de¬ 
posits' accounted for Rg 9.21 crores)’ 
and a rise, in batik credit by Rs 
8.61, crores. The banks, however, 
met the larger demand for funds 
with ease by withdrawing Rs 17.15 
crores from their balances with the 
Reserve Bank and reducing their in¬ 
vestments by Rs 3.38 crores and 
did not fesort to borrowing from 
the Reserve. Bank at all. On the 
contrary, they reduced their bor¬ 
rowings by Rs 1.79 crates to Rs-61 
lakhs. Moneys lent at call showedjg 
rise of Rs 1.37 to Rs 65.89 crores 
during the week, but the call rate 
was not affected. 

During the next week, ended 
November 15, scheduled batiks re¬ 
plenished their balance with the 
Reserve Bank to the extent of Rs 
17.72 crores while their borrowings 
from the Reserve Bank went up by 
only Rs 1-93 crores. This snows 
that at least’up to November 15, 
the hanks’ resource position was 
quite comfortable and there were 
no hints of a tightness in the money 
market. In view of this it seems 
likely that this week’s stringency 
may be just temporary and may 
not Indicate scarcity of funds. The 
busy season demand for credit is 
yet to pick up, and the resource 
position of the hanks remains quite 
comfortable. This is not' to suggest, 
however, that call money rate will 
get depressed; demand for credit is 
bound to rise in the coming weeks 
as crop movement gathers tempo. 


Bondbfty, ate rnow ameuly quoted 
The rate ■wWch . toudhsd 45 
per cOnt at the end of lata week 
dipped down almost every day 
during this, week and touched 0,75 
per cent on Wednesday. 

The rise in‘ the call money rate 
in Bombay was followed by a high¬ 
er Treasury Bills discount rate. 
Offers were only Rs 2 crores against 
Rs 2 crores invited and the discount 
rate rose from 2.300 to 2.318 per 
cent. Intermediates sold between 
November 13 and November 16 
amounted to 2.635 crores as against 
Rs 45 lakhs in the previous week. 

Active notes went up by Rs 6S5 
crores during the week ended Nov¬ 
ember ,15 as against Rs 35.77 crores 
in the previous week. This involved 
an additional note issue of Rs 4.75 


CTOi as , the balance of Rs 2.10 crores 
having' boon met by the Banking. 
Department from its till: As* a con- 
sequence ’Rupee securities in the 
Issue Department have been inflat¬ 
ed by Rs 5 crores. This coversa 
small depletion of Rs 25 lakhs in 
yupee coins. , ' , 

Deposits of both Central and 
State Governments have gone up by 
an aggregate of Rs 7.56 crores and, 
their borrowings have come down 
.by Rs 12,59 crores. Deposits of 
scheduled banks have risen -by Rs 
17.72 crates; their borrowings art 
also up by Rs 1.93 crores. Foreign 
balances have improved by IU 1.33 
crores. A rise in total deposits and 
a fall in the advances of the Bank 
have resulted-in a substantial rian 
of Rs 44.30 crores in its invest- 
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BANKING .RETURNS 


(Aj CttTtt) 


Reeerve Bank 

Nov IS 

Nov 8 

Oct 18 

Nov 16, 

1 

Note circulation 

2280,54 

2279.69 

2261.31 

’62 

2077.26 

2 

Rupee coin 

118,33 

118.60 

120.42 

121.97 

3 

Deposits 

(a) Central Govt 

50.75 

49.39 

48.90 

60.77 


(t>) Other Govts 

20,5? 

14,35 

11.01 

7.06 


(c) Banks 

97.59 

79.69 

83.89 

92.89 


(d) Others 

164,23 

164.38 

163.06 

162.36 

4 

Foreign securities 

92.46 

92.46 

92.46 

88.08 

5 

Balance abroad 

9.28 

7.95 

8.00 

5.14 

6 

Rupee securities 

1969.31 

1964.31 

1954.31 

1763.29 

7 

Investments 

263.53 

219.23 

173.00 

194.12 

8 

Loans and advances 

to Govts 

i 

54.53 

67.12 

83.31 

43.79 

9 

Other loans and 
advances 

142.80 

138.14 

146.68 

148.97 

Scheduled Banks 

Nov 8 

Nov 1 

Oct 11 

Nov 9, 

1 

Aggregate 

Deposits (net) 

2233.33 

2242.68 

2214.31 

*62 

2049.91 


Demand (net) 

977.52 

986.73 

963.78 

812.71 


Time (net) 

1255.81 

1255.95 

1250.52 

1237.20 

2 

Cash in hand 

56.04 

56.57 

57.93 

50.32 

3 

Balance with 

Reserve Bank 

80.64 

97.79 

87.16 

77.04 


4 

(2) + (3) as % 
of (1) 

6.12 

6.88 

6.55 

6.21 

5 

Borrowings from 
Reserve Bank 

0.61 

2.40 

1.93 

3.98 


(a) Against usance 
bills and/or pro- 
missory notes — 



2.32 


(b) Others 

0.61 

2.40 

1.93 

1.66 

6 

Advances 

1239.85 

1234.43 

1240.81 

1171.05 


(a) State Bank 

235.93 

236.84 

235.44 

240.90 


(b) Others 

1003.92 

997.59 

1005.37 

930.15 

7 

Bills discounted 
(a) Inland 

178.98 

177.16 

174.65 

163.73 


(b) Foreign 

57.60 

56.24 

55.70 

53.47 


(c) Total 

236.58 

233,40 

230.35 

217,20 


(i) State Bank 

17.97 

16.90 

15.55 

17.02 


(li) Others 

218.61 

216.50 

214.80 

200.18 

8 

(6) + (7) as % 
of (1) 

66.11 

65,45 

66.44 

67.72 

9 

Investment in 

Govt securities 

773.37 

776.75 

758.45 

684.27 

10 

(9) as % of (1) 

34.63 

34.63 

34.25 

33.38 


Bombay Money Rates 


Call money 
from Banks 
Deposit* 

Seven day* 
Three month• 
Six month* 


(Par cent per annum) 


Nov 8 

Nov 1 

Oct 11 

Nov 9, *62 

1.66 

1.98 

2.30 

3.77 

3.00 

3.00 

3.00 

,3.00 

-a— 

_ 

3.50 

1 

3.75 

3.75 

3.75 

3.75 


1944 





INDEX NUMBER OF WHOLESALE PRICES 


(Bate : 1952-53 = 100) 

WEEK ENDING 


Group and Sub-group 

19.10. 

63 12.10.63 21.9.63 : 

20.10.62 

Food Articles 

189.4 

189.0 

189.0 

129.0 

Cereals 

119.8 

118.8 

117,6 

108.2 

Pulses 

113.8 

113.0 

111,2 

116.4 

Fruits St Vegetables 

120.4 

118.0 

111.6 

124.3 

Milk it Ghee 

131.9 

129.5 

126.2 

123.6 

Edible Oils 

151,3 

151.7 

154.2 

156.5 

Fish, Eggs & Meat 

147.7 

145.9 

160.5 

148.2 

Sugar A Gur 

210.5 

213.3 

220.4 

159.4 

Others 

176.9 

178.4 

182.7 

169.1 

Liquor St Tobacco 

119.9 

119.9 

118.7 

100.5 

Tobacco 

117.1 

117.1 

116.8 

97.0 

Fuel, Power, Light & 





Lubricants 

189.8 

189.8 

189.9 

132.9 

Industrial Raw 





Materials 

188.1 

188.9 

140.1 

188.9 

Fibres 

131.4 

131.1 

132.0 

129.0 

Oilseeds 

154.4 

1573 

160.0 

158.2 

Minerals 

91.6 

91.5 

91.5 

93.4 

Others 

123.1 

122.4 

121.3 

124.4 

Manufactures 

130.9 

181.1 

131.2 

129.2 

Intermediate Products 

188.7 

188.8 

139.3 

144.9 

Finished Product* 

129.6 

129.8 

129.8 

126.6 

Textiles 

127.7 

127.9 

128.0 

124.6 

Cotton 

135.6 

136.5 

135.9 

129.0 

Jute 

101.0 

102.3 

101.3 

105.8 

Woollen 

156.6 

156.6 

156.6 

141.3 

Silk & Rayon 

137.3 

137.3 

137.5 

135.3 

Metal Products 

163.7 

163.7 

163.7 

161.0 

Chemicals 

117.0 

117.6 

117.2 

117.6 

OH Cakes 

163.8 

164.1 

165.6 

168.9 

Machinery & Transport 





equipment 

124.3 

124.3 

123.9 

117.4 

Others 

128.4 

128.4 

128.6 

125.1 

All Commodities 

186.8 

186.8 

136.5 

129.8 


JUTE 

Production, Slocks and Despatches of Gunnies 

(’000 Metric Tons) 

July ’62- 



July ’63 

June ’63 

June ’63 

July ’62 

Production 

Hessian 

45.8 

41.5 

514.9 

41.2 

Sacking 

43.0 

40.0 

531.8 

47.7 

Carpet backing 

8.2 

7.4 

64.8 

4.1 

Others 

11.9 

11.4 

106.7 

10.5 

Total 

108.9 

100.3 - 

1218.2 

103.5 

Equivalent consump- 

lion in lakh bale* 

6.20 

5.68 

69.55 

5.88 

Stocks 

Hessian 

32.5 

32.4 

— 

26.1 

Sacking 

52.9 

47.2 

— 

46.1 

Carpet backing 

8.3 

6.2 

— 

2.7 

Othere 

10.3 

10.4 

— 

11.4 

Total 

104.0 

96.2 

— 

86.3 

Despatches • 

Hessian 

45.9 

41.8 

511.5 

40.0 

Sacking 

36.8 

37.9 

519.2 

40.7 

Carpet backing 

6.2 

6.5 

61.2 

3.9 

Others 

11.6 

12.6 

103.3 

12.1 

Total 

100.5 

99.0 

1195.2 

96.7 

1JMA Purchases of Raw Jute 


From India 

f’000 

3,74 

Bales) 

1,95 

67,71 

3,32 

From Pakistan 

5 

30 

2,36 

24 

* Includes despatches fhr exports and internal consumption. 

Source : Indian Jute Mills 

Association, 

Calcutta. 
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S wfrial Production 

Ur Awa*as ar Cthafcr Martha) 


and 


Cowumer Good* 

Cotton Tactile* (Cloth) 
Vegetable Oil Product* 
Sugar r 

Sewing Machines 
Electric Fans 
Raw Material* 

Chemical* 

Sulphuric Acid 
Caustic Soda 
Soda Ash 
Coal 

Jute Manufactures 
Non-ferrous metals 
Copper 
Aluminium 
Lead 

Paint* and Varnishes 
Iron and Steel 
Pig Iron 
Steel Ingots and 
Castings 

Semi-finished Steel 
Finished Steel 
Capital Goods 
Machine Tools 
Diesel Engines 
Electric Motors 
Power Transformers 

* In million yds. 

Source i Central 


. vf- , 

Mn metre* 
'000 Quintals 
, ’000 tonne* 
'000 unit* 
'000 

Intermedia ti 

‘000 totmas 
'000 tonnes 
'000 tonnes 
'000 tonnes t 
*000 tonnes 

Tonne* 

Tonne* 
Tonnes 
’000 Kgs 

*000 tonne* 


*000 

*000 


tonnes 

tonnes 


Value Ri *000 
Units 
*000 H 
'000 K 


P 

V A 


Apr - 

Mar 

Feb 

Jan 

Apr 

1 - 



*63 

*63 

*63 

*63 

'62 

1962 

1961 

1956 

365.9 

368.6 

337.1 

374.7 

378:0 

373.4 

391.2 

442-2* 

331.0 

338.8 

324.6 

339.6 

299,1 

,307.9 

282.2 

218.1 

—» 

SOM 

♦ms 

570.7 


. ,, 



— 

23.6 


23.3 

27.8 

28.7 

25.6 

10,9 


109.9 

100.3 

97.7 

100.4 

94.5 

89.5 

28.2 

43.8 

43,3 

37.3 

44.4 

33:0 

9.9 

39.0 

35.2 

12.5 

10.1 

10.6 

9.8 

12.2 

10.3 

10.0 

3,0 

5696 

23.5 

18.2 

22.5 

19.1 

186 

14.7 

64 

5806 

5643 

5844 

4997 

5129 

4675 

U.T 

2990 

105.4 

104.5 ! 

94.4 

1031 

95*5 

98.4 

80.9 

90.1 

82S.0 

906.0 

750.0 

436.0 

%>5.0 

815.1 

728.8 

57,8 

4223 

4515 

4138 

4688 

1717 

2930 

1325.7 

541.7 

— 

493.6 

254.0 

362.0 

237.5 

237.4 

305.4 

189 

4600 

4700 

4600 

4525 

5300 

5342 

4924 

3152 

571.2 

579.7 

528.2 

570.2 

441.5 

JH * 

480.3 

4132 

137.0 

498,7 

539.4 

466.5 

512.8 

383.3 

429.1 

339.3 

131.7 

88.0 

347.3 

105.0 

395.7 

88.5 

335.4 

104.0 

352.3 

84.9 

276.3 

90.5 

316.6 

100.1 

237.1 

112.3 

101.0 

112,95 

126,95 

4968 

102.5 

251.8 

107,23 

3882 

88.7 

186.8 

116,63 
4271 
93.4 
243.9 

61,65 

3164 

75.1 

201,9 

89,47 

3556 

81.7 

196.4 

6342 

3707 

69.4 

149.7 

1001 

1009 

29.9 

76.6 


Statistical Organisation, Government of India, Calcutta. 


Electricity Generation and Distribution 

(Million kwh) 



July *63 June ’63 

July *62 

1962-63 

Electricity 




generated 

2116.8 1992.1 

1812.1 

22093.7 

Electricity sold 

1745.5 1648.5 

1536.6 

18276,3 

Domestic 




consumption 

156.5 146.2 

156.2 

1792.2 

Commercial light 



and small power 95.1 84.4 

105.9 

1110.9 

Industrial power 1253.1 1186.7 

1075.7 

13014.9 

Public lighting 

20.8 19.5 

2 , 0.6 

252.7 

Irrigation 

106.7 104.9 

82‘.7 

917.2 

Miscellaneous 

113.4 106.8 

■956 

(188 5 

Source : Central Water and Power 

Commijsioa- 

*f' 

f 






Foreign Trade of India 



Merchandise Value 



(Rs Lakhs) 




Aug '63 July '63 

Aug ’62 

1962-63 

Exports 

65,99 63,19 

61.46 

699,48 

Imports 

81,60 89,54 

80,84 

1099,58 

Balance of 




trade 

— 15,60 —26,35 

— 19,38 — 

310,10 

Source 1 Department of Commercial Intelligence and 

Stati*- 

tics, 

Ministry of Commerce 

and Industry. 1 


Working Class Coat of Living index 

(Rase ad jus ud to 1949= 100) 


Ahmedabad 

Bangalore 

Bombay 

Calcutta 

Delhi 

Gauhati 

Hyderabad 

Jabalpur 

Jamshedpur 
Kanpur 
Madras 
Nagpur 
All-India 
Source t 


Aug '63 July ’63 


146 

134 

109 

141 


131 

144 

136 


146 

133 

111 

133 


151 

143 


Aug ’62 
124 
154 
148 
123 

134 
112 
144 

135 
130 
MI 
151 
135 
133 


:s,t‘ 


"Tf, 

Labour Bureau, Government of India. 


Employment Exchangee 

(In ’000) 

Aug ’63 July '63 


350 

371.4 


No of employment 
exchanges t 
No of registrations 
No of vacancies 
notified g] 3 

No of applicants placed 
in employment 47.2 

No of applicants 00 
live register* t 2737.6 

t At the end of the period. 

Source t Ministry of Labour and Employment 


350 

466,2 

77.8 

45.3 

2743.8 


342 

356.4 

63.5 

40.1 

2211.5 


1962-63 
121 
154 
145 
121 
. 130 
III 
142 
133 

130 
106 
150 
133 

131 


Aug ’62 


1962 

(Total) 

342 

3844.9 

790.4 

45B.1 

2379.5 


1945 
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pf modern times with Mahatma Gandhi and Abraham Lincoln. Thai 
is tbe abiding image that Kennedy is perhaps destined to, leave behind 
in history, whatever may he the findings of the F B l about his aasae-. 
sination and the assassin’s motivation. That his last visit to the South 
was not to win over the revolting or, recalcitrant member* of his own . 
Democratic party to the cause of desegregation, or to gain theit active 
support for the bill on civil rights to ensure equal rights for all 

Americans, irrespective of race or colour, a bill which has been before 
the Congress for the last six months and the passage of which in a 
substantially fritact form is far from assured, has had litifo impact on? 
those, both in the United State* and outside, who had bean watching 
with admiration Kennedy’s courageous campaign for Negro right*, Anff 
their number is legiotn. To them, Kennedy appears as a victim of the 
blood-thirsty stupidity, black hatred and the darkest passions |ha t. 
poison human relationships and make a mockery of the Arw|ts 
Constitution. 

About the purpose of his last visit to Dallas, where the at—jtmV 
bullet put an e’nd to his life, there is no room for doubt. It was in 
pursuit of re-election for a second-term that President Kennedy was 
visiting Florida and Texas, to win such support as he might be ebl® 
to rally. The other Southern States he had come to accept as lost to 
him because of the civil rights issue.. The speech to be delivered at 
’ Dallas, which he vetted but which he did not live to deliver, was, 
frankly a’n election speech.. It was in defence of his policies which 
had led the U S from strength to strength, more umlo’ overcome 
America’s deficiencies in nuclear weapons, built up America's military 
might and worldwide system of security and advanced her oct {he.* 
economic front. 

The question of civil rights was touched only incidentally in. the 
following paragraph of the .official text released after his death J 
“ Finally, it should be cleat by now that a jMf—n can be no stronger 

abroad than she is at home. Only an which practif— whlgt, 

it preaches about equal rights and social jtwtltjMVill be respected by 
those whose choice affects our future”. , 

That the purpose of his vjsit to Dallas was not primitily to, win 
support for his civil rights bill does "not mean, however, that Kennedy 
was willing to play down his commitment to the latter. He bad beguii 

on a soft key and tried gentle persuasion on the whites through volun¬ 

tary agreement for de-segregation. Indeed, he had been so cautious 
and slow Jn moving that some of his critics had come to doubt whether 
he.was at aft going to bring in the civil right* legislation which he 3h#d 
mentioned in his Message to the Congress, Indeed* aegptfcg. hath/Angfe, 
railed him for not pushing ahead -with such legislation, hfcnfirtg hAMjlj 
weak position in* the Congress, and^his dependence on votes of 3outfon[p 
Democrats, most'of whom are rabid segregatJoni|$s. *|S| 
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Bat the tfitics were proved 
wmftig. The movement against 
segregation h*d been steadily gain 
in* momentum. And though lie 
kttow that legislation alone cottfd 
hot solve the problem, he brought 
in the bill when Negro demonstra¬ 
tions and reprisals by the whites 
mMd it imperative that the fight 
for equality be transferred from 
the streets to the legislature. Ame¬ 
rican conscience has been deeply 
stirred. De-segregation has become 


' : ti 


mic problem? of the day the train¬ 
ed tstelligpneh of economists and 
social scientists, the new frontier 
which he sought to open ap was 
informed and inspired by a brains 
trust, the like of which had never 
been got together by any political 
leader in modern times. President 
Johnson has committed himself to 


l^rafisia ^d tht’ #fihed^^^^ 
genpe winch Kennedy-had bcowjit 
to bear on his tasks will erimtxe, 
however, is problematic. Not so. 
perhaps, the movement of spirit 
and’ -'the stirring of :th&>Xmcrittn 

conriiience. 


Companies Act Amendment 


a moral issue, nut it has also ag¬ 
gravated race-hatred, not perhaps 
all over the South but in pockets, 
which finds expression in outbursts 
of Violence and desperation. 

It is by no means certain, how¬ 
ever, that the assassin who took 
his. life did go as a fancied reprisal 
against Kennedy for what he had 
been doing as President to win 
equality for the Negroes. Kenne¬ 
dy’s martyrdom to the cause of 
facial. equality may, therefore, be 
a myth but that is how most peo¬ 
ple in India have come to regard 
it. And however illogical or un¬ 
founded in fact it may be, that is 
the image of Kennedy which is 
likely to go down in history—of 
a fighter for freedom, a man of 
deep convictions and of intrepid 
Courage. 

Not that Kennedy’s contributions 
to world peace are any the less. No 
one had trained himself more assi¬ 
duously for Presidentship than 
Kennedy. True, fortune had favo¬ 
ured him, but he had exerted him¬ 
self to the utmost to make the best 
of his opportunities and he has left 
his impact on America and the 
world, Mot as a starry-eyed visiona¬ 
ry or unpractical idealist, but as a 
politician-statesman who sought to 
mould things his own way, work¬ 
ing as much on the minds of men 
as on the. party machine which 
runs the Government of his coun¬ 
try. He had pushed the world to 
the brink of disaster by ordering 
, the naval blockade of Cuba and 
turned that crisis to his own ad¬ 
vantage and the advantage of the 
world, by effecting a detente in the 
cold w ar and a relaxation of tension 
pin-pointed by the limited agree¬ 
ment for the banning of nuclear 
tests. 

As President, another of his out- 
attndjng^achievements was to bring 
* fetaar on the political and econo¬ 


npHK Bill to amend the Companies 
Act raises more hopes than it is 
designed or destined to fulfil. Its 
main purpose is to deal with, and, if 
possible, prevent, the kind of abuses 
that were documented by the Vivian 
Bose enquiry into certain Dalmia 
Jain companies- To that end, the 
Bill provides for the creation of a 
tribunal which would, it appears, 
take over most of the functions of 
the normal judicial machinery in 
relation to company affairs. The 
tribunal would have, besides, the 
power to recommend to the Gov¬ 
ernment the removal of top mana¬ 
gerial personnel from office for 
fraud, misfeasance, negligence, de¬ 
fault, breach of trust, disregard of 
prudent commercial practices and 
actions prejudicial to public inte¬ 
rest. The provision to remove 
senior management personnel on 
grounds of “public interest” is be¬ 
ing incorporated in the Companies 
Act for the first time. In effect, 
the Government, acting on the re¬ 
commendation of the proposed tri¬ 
bunal. would have roughly the 
same powers to remove top mana¬ 
gerial personnel of companies as 
the Reserve Bank possesses in re¬ 
lation to scheduled banks. 

All this is fine. It confirms the 
great faith that Government and 
Parliament have in the effective¬ 
ness and impartiality of judicial 
bodies out-ide the regular judicial 
machinery. The proposed company- 
law tribunal will also have mem¬ 
bers with experience hi accountancy 
and company management- Never¬ 
theless, the cynic may be pardoned 
if he refuses to be impressed by 
another attempt to hide, behind a 
new quasi-judicial body, the un¬ 
willingness of the legislature to 
trust the executive and the inability 
of the executive to act even when 
it can. If the triburial really turns 
out to be an active body, it will 


assume an importance parallel to 
that possessed by the industrial la¬ 
bour tribunals—and take on such 
undesirable features as long delays 
and perpetual disputes which would 
disrupt company management. If, 
as is more likely, the Government 
makes use of the tribunal’s advice 
only rarely, the tribunal would be 
a sort of buffer to protect the Gov¬ 
ernment against public criticism. A 
better solution would have been to 
vest the powers of the proposed 
tribunal in a new autonomous com¬ 
pany law board and to include in 
the board, as whole-time members, 
a judge or a lawyer specialising-ill 
company affairs, and an accountant. 
Such a body would have been com¬ 
petent. independent and responsible. 

But the proposed Board of Com¬ 
pany Law Administration is neither 
fish nor fowl. It will be subject to 
Government control in the exercise 
of its powers and discharge of its 
functions. Unlike the former Com¬ 
pany Law Department, the Board 
will not have the power to make 
rules under the Companies Act; its 
procedures “shall be such as may 
be prescribed”. Though not speci¬ 
fied in the Bill, its Chairman will 
probably be an Additional Secretary 
and would, therefore, take direction 
from thf Ministry through the Se¬ 
cretary. The Board might not also 
be given jurisdiction over such 
allied matters as stock exchanges 
and capital issues. What then has 
been achieved by abolishing the 
former department? 

Two other main features of the 
hill are: ' 

(U the power .conferred On Go¬ 
vernment to convert loans.given, by 
it or a specified institution into 
shares on reasonable terms i and, 

lii) the obligation or tfUstees to 
declare their bfeneficial? iMyftership 
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of states efcceeding Rs 1 lakh in shares mainly affects the steel com- tice of ‘trustifying 1 the income and 
a company and die power of the panics only, but Ac latter ptoki- wealth of rich individuals. The 
Government to take over the voting/ *ij»h is ^greater significance, ft $t new Sections 1S3A and I87B deal- 
rights of the trustees. s io'ng over-due move to uncover ing with trust holdings are perhaps 

the true extent of benami ownership the most useful provisions in the 
The conversion of loans into of shares and to restrict the prac- Bill. 


Trouble on the Farm 


^/HENEVER the European Com¬ 
mon Market reaches a phase of 
economic stress, particularly .a dep¬ 
ression in activity, all the competi¬ 
tive tensions among the partners 
and betwen the Six and the rest of 
world become sharper. The lat- 
t crisis, the appearance of the re¬ 
current problem of integrating 
the agriculture of the Six, is parti¬ 
cularly significant because it h^s 
prompted one member, France, to 
hint that if a satisfactory solution is 
not found, she will be prepared to 
leave the Common Market. Civen 
the present level of industrial and 
economic integration, the threat need 
not be taken too seriously imme¬ 
diately, but that it was issued shows 
the seriousness of the crisis. In l°5!l, 
.it will be remembered, West Ger¬ 
many flouted the high authority on 
coal prices, but without taking the 
disagreement anywhere near so far. 
Now, with industrial activity a 
little slack (this time, steel is grum¬ 
bling about ‘unfair competition’), 
agriculture has become the focal 
[joint of the competition For reduc¬ 
ed markets. 

The failure of the British atlemp. 
to enter the Common Market has 
left the Anglo-Saxons with only the 
late President Kennedy’s proposals 
for a general tariff reduction, to be 
considered next summer, as. a way 
of permitting British and American 
business to compete in the European 
market (see “France's Way’', The 
Economic Weekly, September 23. 
1963). The Ken'nedy talks will also 
partly be directed at securing entry 
to the new high-income European 
market for American surplus agri¬ 
cultural production — the chicken- 
war provided a foretaste of this 
attempt. Until recently, the E C M 
provided no united front against 
this challenge (agricultural integra¬ 
tion was to be staggered over the 
years until 1070) and the widely 
differing farming conditions 
amongst the Six provided an excel¬ 


lent foothold for the Anglo-Saxon 
assault. AH (his would not matter 
if all the Six were booming, snd if 
the French had not already design¬ 
ed a Europe that would be, not so 
‘much part of an Atlantic alliance 
with the United States, but sove¬ 
reign and eqtial. a ‘third force' in 
the world. 

Consequently, the French have 
been pressing hard for the integra¬ 
tion of some key agricultural com¬ 
modities before the Kennedy negotia¬ 
tions begin, pressure that reflects 
France’s position of relative agricul¬ 
tural strength vis-a-vis her European 
neighbours. West Germany, on the 
other hand, with a higher-cost agri¬ 
culture, with a farming vote of 
roughly four millions that could be 
turned against the Christian Democ¬ 
rats in the 1965 elections. hut 
with, under new Chancellor Erhard, 
an allegedly greater sympathy with 
the United States, is in an impos¬ 
sible quandary. On thr one hand, 
the German farmers’ union asserts 
that any lowering of Orman agri¬ 
cultural prices is unthinkable, so 
at once rejecting European integra¬ 
tion of agriculture at prices below 
those ruling in West Germany and 
barring American competition in 
the German market. On the other 
hand, to accept integration is to 
embrace the Gaul list vision of a 
self-sufficient Europe and reject the 
American conception of an Atlantic 
alliance. But to keep the door open 
until next summer's Kennedy round 
is to risk France carrying out her 
threats. The Ormans are not unit¬ 
ed even in doubt — Adenauer and 
von Breiitario (Christian Democrat 
Bundestag leader I have publicly 
supported the farmers, and in Brus¬ 
sels, the Germans have recently 
asked for barriers to keep out their 
Common Market partners’ eggs and 
poultry. Others (not least, Orman 
industrialists with an eye on the 
growing pressure of wages) favour 
a .liberal solution to eliminate high- 


tost farming in Europe even if it 
will cost the Orman Exchequer an 
estimated DM 1,000 miljUon in 
short-term compensation to German 
farmers (in addition to funds receiv¬ 
ed from the ECM common pool). 
Even the farmers are more prag¬ 
matic than might at first seem — 
the united fanners’ organisation of 
Europe, Copa, meeting recently in 
Strasbourg, tended to favour the 
Gaul list solution: protectionism but 
also integration for European agri¬ 
culture. 

All this, of course, still leave* the 
all-important detail unsettled. One 
step towards clarifying that detail 
has been the recently published 
European Commission scheme of 
Dr Mansholt covering grains policy. 
This proposes crash action to integ¬ 
rate grains not by 1970 but by Jtdy 
1, 1964, giving price advantages 
wheat to the French and Dutch, 
and almost permanent subsidies to 
the Germans except on barley 
where they have lower prices.- Fur¬ 
ther, Mansholt would protect some 
horticultural produce, but agree to 
freeae general price support, pend¬ 
ing world agreement once every 
three years. The concession to the 
world also taunts America -with not 
having stabilised her own support 
policy in a similar way. 

Next month at a marathon ses¬ 
sion. the E C M Council of Min¬ 
isters will try to formulate a way 
through the conflicting demands. 
The sltape of what is decided wit! 
determine the efficacy of the Ken¬ 
nedy talks next summer — the eco¬ 
nomic climate being what it is 
at present, it is likely that an in¬ 
dependent Europe, whether express¬ 
ed in the grandiose form of Caul- 
lisot or the more prosaic but face¬ 
saving scheme of Mansholt, will en¬ 
sure that at least in agriculture, Ac 
Erhard ideal of a ‘free market eco¬ 
nomy’ will remain strictly non-ope¬ 
rative. 
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- After Kennedy 

/< i Correspondent writes }rt>m 

Washington : 

WITH the sudden and tragic end 
of the Kennedy era, all cal¬ 
culations regarding next year’s Pre¬ 
sidential election are upset. Despite 
the opposition to his policies, espe¬ 
cially on civil rightB, in the Con¬ 
gress and in the Southern States 
no one very seriously doubted Ken¬ 
nedy’s re-election. for another term- 
Certainly, there was no question 
about the Democratic nominee. 
Now, with just a few months for 
the primaries and the party con¬ 
vention, there is hardly any time 
for new leadership to emerge, fn 
the established ranks of the Demo¬ 
cratic party and among those who 
figured jn the nomination contest 
in i960, Lyndon Johnson will have 
the. immense advantage of being 
President. His Presidential per¬ 
sonality is yet to emerge and much, 
of course, would depend on what 
he makes of the year ahead. As 
deputy to a forceful and dynamic 
President, he has been understand¬ 
ably very much the “forgotten 
man”. The example of President 
Truman suggests itself almost auto¬ 
matically, but one has also to re¬ 
member that the gteat Roosevelt 
died barely fouT months after his 
fourth ’ inauguration,' leaving Tru¬ 
man with almost an entire term to 
^establish himself with the electo¬ 
rate. Johnson has not that much 
time. History, however, is on his 
side; only two American Presidents 
seeking re-election have so far lost 
to newcomers. 

What the new President wiH 
make of his legacy -of the “New 
■Frontier” ideology remains to be 
seen. t In the exciting Contest of 
i960 Johnson was pictured as a 
conservative by conviction and a 
oompromiser by temperament. One 
fhipg aeems certain; the shock of 
Kennedy’s assassination will linger 
and; in the brucial months to come, 
-much of the American electorate 
wiH canty nostalgic memories of 
the Kennedy image, and possibly 
even <jf tiie Kennedy philosophy. 


This is an asset that could be either 
exploited to great advantage or- 
completely lost by President, John¬ 
son, For the. Republicans too this 
has some implications. It is likely 
to reduce the chances of Senator 
Goldw'ater. a radical conservative, 
and enhance those of Governor 
Rockefeller, more liberal than 
many Democrats. Until now the 
New York Governor’s prospects 
were considered dim because of 
two major handicaps. One of 
them, that he is too much like 
Kennedy, could be turned to defi¬ 
nite advantage now- But the ques¬ 
tion remains whether thfe will 
prove strong enough to counter¬ 
balance his personal image, tarni¬ 
shed not just by his divorce but 
more by his remarriage to a divorcee. 

Of the potential Presidential 
candidates in the Republican camp, 
former Vice-President Nixon ap¬ 
pears the strongest. He has thus 
far denied — though not very 
vehemently — all intentions of 
joining the contest; but in the 
altered circumstances, it may not 
be very difficult to persuade him to 
change his mind. A middle-of-the- 
road politician—with an impecca¬ 
ble marital record — he is closer to 
Goldwater than Rockefeller. And 
that means just the sort of “bal¬ 
ance” that would attract the votes 
of the less reactionary conserva¬ 
tives and the more reserved libe¬ 
rals — a numerically significant 
"middle class” in the electorate. 

Strange as it may seem, a cen¬ 
tury after the Emancipation Pro¬ 
clamation, the civil rights issue 
will probably play a more import¬ 
ant role next year than in any 
earlier Presidential election. Ken¬ 
nedy stressed the point that justice 
to the Negro is not a party but a 
national concern; but the men who 
aspire to the Presidency hold very 
different views on the subject. The 
views that matter most right now 
are, of course, those of President 
Johnson, a Southerner who was 
chosen as Kennedy’s running-mate 
three years ago principally in order 
to placate tile South. What will 
this man from Texas make of the 


Civil Right# Bill, -initiated by hi* 
courageous predecessor? Wifi he 
work for its transformation into 
law or Will he allow it to perish? 
Or again, with his talent for com¬ 
promise, will he perhaps permit * 
dilution that would reduce the 
measure to a meaningless gesture? 
These are questions that vitally 
affect the American negro; but 
they are being asked alto by peo¬ 
ple everywhere concerned with 
human dignity. 

Go Id Control 

F. now appears that the Finance 
Minister is not after all in fa¬ 
vour of doing away with the un¬ 
popular gold control^ That was the 
impression created when the scheme 
was modified soon after his ac¬ 
ceptance of office. In the Gold 
Control Bill, which he introduced in 
the Lok Sabha on Tuesday, he has 
asked for powers to secure declara¬ 
tion of gold ornaments in'excess of 
a prescribed limit and thus to plug 
what was obviously the widest loop¬ 
hole in the scheme. 

, If the principal objective of gold 
control was to check smuggling, the 
exclusion of ornaments from its 
scope was a serious lacuna since no 
risk would attach to the possession 
of smuggled gold once it was fa¬ 
shioned into ornaments, however 
crude. And when later' the new 
Finance' Minister amended the 
scheme to permit conversion of old 
jewellery into pure gold ornaments, 
the loophole was made so wide as 
to defeat the purpose of the scheme. 
Since the Government could not 
hope to keep a tab on the country’s 
three lakh and more goldsmiths, 
there would be no way of ensuring 
that the now-legal manufacture of 
pure gold ornaments would be out 
of old jewellery only and not new 
(smuggled) gold. Mhrarji had let 
smuggled gold slip through provid 
ed it could be made into ornaments 
and. T T K’s amendment facilitated 
such conversion. 



Now in the Cold Control Bill, 
T T K has, first, separated it from 
the Defence of India Rules which 
should not have been invoked in the 
first instance, and* secondly, provided 
for closing, the gap he had earlier 
widened. The obvious criticism of 
Inis part of the Bill is that it will 
be administratively impossible to 
ensure that ail ornament gold is de¬ 
clared and to detect and punish all 
the guilty. The validity of this criti¬ 
cism need not be questioned consi¬ 
dering that after almost a vrar of 
gold control only a fraction'of the 
known stocks of non-ornament gold 
has been declared and that there has 
been little evidence of anv serious 
efforts to unearth undeclared gold. If 
it has riot been possible to secure de¬ 
claration of non-ornament gold, 
how much more difficult is the task 
likely to be in regard to ornaments 
which are far more scattered? 

It is possible to argue, however, 
that fer the purpose of checking 
smuggling by increasing the risks 
involved, ii is riot necessary to 
achieve tint venal declaration of 
cither gold or ornaments. All 
that is necessary is that the autho¬ 
rities must have the power to seize 
undeclared gold in any form when 
it is detected and to take action 
against the possessors. This would be 
sufficient to deter smuggling. 

But, apart fiorn checking smug, 
filing, gold control as conceived by 
Morarji Desai also aimed at wean¬ 
ing people away from gold or at 

ij r< ^ Ucinp ,he demand for 
gold by restricting ornaments to 14- 
carat purity. By permitting conver¬ 
sion of old jewellery into pure gold 
ornaments, T T K had struck at 
the very basis of this aspect of gold 
control also. The new Bill does not 
change this position. From this, can 
one conclude that the objective of 
checking smuggling is at last being 
separated from the more distant 
socio-economic objective tagged on 
to gold control by Morarji? With 
success in checking smuggling and 
the consequent rise in gold price, it 
is possible to argue, people would 
be forced to turn to gold of lower 
purity or, in any case, reduce their 
demand for gold. 

If T T K does in fact take this 
view of gold control,, why has he 
-stopped short of scrapping altoge¬ 
ther the 14-carat part of Morarji’s 
scheme which has only brought the 



wrath of the goldsmiths and the 
public on die Government and lost 
votes for the Congress? 

More Powers for R B I 

'J’HE impact of the Falai Bank 
crash on the banking world is 
not yet spent. The event itself is 
fading in public memory but the 
gaps it revealed in the banking 
system are being slowly plugged. 
The Banking Laws (Miscellaneous 
Provisions) Bill introduced in 
Parliament by the Finance Minister 
on Tuesday is the latest step in this 
direction. 

Instances are not rare of banks 
being dominated or controlled by 
one business group or the other. 
Such inter-locking of control per¬ 
sists, the provisions of the Banking 
Companies Act notwithstanding, as 
the examples cited by Dr R K 
Hazari in these columns last week 
show. The smaller the bank the 
greater the control and the greater 
the risk of the depositors living tied 
to the fortunes of favoured indivi¬ 
duals or concerns. So long as the 
going is good no one bothers, but 
when there is a crack-up depositors 
are left high and dry. 

The new Bill forbids a bank to 
grant unsecured loans or advances 
to 

(i) any of its directors; or 

(ii) firms or private companies 
in which any of its directors is in¬ 
terested as partner or managing 
agent or guarantor or to individuals 
rn cases where any of its directors 
is a guarantor; or 

(iii) to any public company in 
which the chairman of the hoard 
of directors of the bank is interest¬ 
ed as chairman or managing direc¬ 
tor of the public company or as 
director or partner of the manag¬ 
ing agent of such company- 

A hank is also forbidden to re¬ 
mit, without the prior approval of 
the Reserve Bank, any debt due to 
it by its directors or any firm or 
company in which its directors are 
interested or, again, any individual 
if any of the bank’s directors is his 
partner or guarantor. The Reserve 
Bank will also be empowered to 
nominate up to a maximum of five 
persons as additional directors of a 
bank if in its opinion this is neces¬ 
sary in the interests of the bank 
and its depositors. 
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The debate on nationalisation of 
banks in the last session of Parlia¬ 
ment was dominated By the criti¬ 
cism that banks operate for the 
benefit of big industrial and 
commercial tycoons. This tend¬ 
ency is strengthened when the 
monetary authority pursues a policy 
of credit restriction. It is not only 
the political proponents of nationa¬ 
lisation who have drawn attention 
to this; it has been a persistent 
complaint among small business¬ 
men. The provision of Reserve Bank 
accommodation at concessional rates 
against banks’ advances to small- 
scale industry does not appear to 
have helped much. 

Now at last the Government 
seems to have realised that banka 
will not be coaxed into diverting 
funds to small customers at the 
expense of the big o'nes merely by 
the bait of concessional rates. The 
new Bill .expands the powers con¬ 
ferred on the Reserve Bank by 

Section 21 (2) of the Banking 
Companies Act. and empowers it to 
give directions to banks, either gene¬ 
rally or individually, on 

(i) the maximum amount of ad¬ 

vances which, having regard to the 
paid-up capital, reserves and de¬ 
posits of a bank and other relevant 
considerations, may be made by 

that bank to any company or indi¬ 
vidual; 

(ii) the maximum amount up to 
which, having regard to the above 
considerations, guarantees may be 
given by a hank on behalf of any 
company or individual, and 

(iii) 'the rate of interest and 

other terms and conditions on 

which advances may be made or 

guarantees given. 

The new Bill also empowers the 
Reserve Bank to control the opera¬ 
tions of non-banking credit institu¬ 
tions and companies which accept 
deposits. It has been felt that the 
Reserve Bank’s credit curbs have 
to some extent been negativated by 
the practice of big commercial and 
industrial units accepting deposits 
from the public. The subject has 
been agitating hankers who feel 
that this practice has affected, their 
own deposits — though no reliable 
estimates are available of the quan¬ 
tum of public deposits with com¬ 
panies. Such deposits arc now 
brought within the purview of the 
Reserve Bank’s control. This is, an 

1951 
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innovation which extends the scope 
of credit control, though it may 
be argued that such deposits, being 
directly linked to production usu¬ 
ally, arc likely to he less inflatio¬ 
nary than bank credit. 

I 1 C’s Progress 

WHILE the Lie’s new business 

■ continues to grow-, its rate of 
.growth shows a decline. During 
January 1962 to March 1963 — 
the latest accounting period com¬ 
prises IB months owing to the 
change in the Corporation’s acco¬ 
unting year from the calendar to 
the financial year — 'new business 
amounted to Hs 746 crores (17.68 
lakh policies). Of this, new busi¬ 
ness in the 12 months from April 
1962 to March 1963 was Hs 708 
crores as against Ks 617 crores in 
1961-62 and Hs 498 crores in the 
calendar year 1960. Thus 'new busi¬ 
ness in 1962-63 was Rs 91 crores 
higher than in 1961-62 while in 
1961-62 it was Hs 119 crores more 
than in 1960, 

The LIC’s Chairman, Shri B K 
Kaul, has expressed satisfaction at 
the fact that out of the 17.68 lakh 
new policies issued during the 15 
mo’nths, 12.22 lakhs or ubout 70 
per cent were issued to persons 
who were insuring for the first 
time- Similarly, as many as two- 
fifths of the new policies and 
about one-third of the total sum 
assured were written in the rural 
areas. These lacts indicate the 
LIC’s success in extending life in¬ 
surance to areas and people who 
had not hitherto benefited from it. ■ 

Two obstacles stand in the way 
of an even faster expansion of life 
insurance in the rural areas. The 
first is the lack of facilities for col¬ 
lection of premia. The Corporation 
is trying, with some success, to gel 
post offices and Block Development 
Offices to do this chore. The other 
difficulty in regard to rural busi¬ 
ness is the shortage of doctors to 
conduct . medical • examinations. 
This obstacle has been overcome 
to some extent by the extension of 
the LIC’s non-medical scheme. 
Under this scheme, which now ex¬ 
tends throughout the country, 
medical examination is waived for 
persons within certain age groups 
provided the total insurance on 
their lives does not exceed Rs 
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2,000- New business under this 
scheme during January 1962 to 
March 1963 amounted to Rs 43.44 
crores (2.87 lakh policies). Besides 
the general scheme, the LIC also 
insures without medical examina¬ 
tion certain special categories of 
persons. In all, the total non¬ 
medical business during the 15 
month period amounted to Rs 
15567 crores (21 per cent of total) 
under 7.13 policies (40 per cent 
of total). 

The same success has not, unfor¬ 
tunately, attended the LiC’s efforts 
to improve the quality of its busi¬ 
ness. The rise in the lapse ratio 
over a period of years has been the 
object of serious concern and in 
his statement last year Shri Kaul 
had underscored the “imperative 
necessity’’ to reduce lapse of poli¬ 
cies to the minimum and had held 
out the assurance that “the neces¬ 
sary machinery has been set up to 
review the lapse position periodi¬ 
cally so that any adverse trend 
may be detected at an' early stage 
and checked by taking suitable re- 
tnediui action without loss of 
time”. 

The rising trend of the lapse ra¬ 
tio has persisted nevertheless, and 
in the period January 1962 to 
March 1963 the ratio was H.l per 
cent compared to 5.1 per cent in 
1958. 'It is difficult to assess the 
extent to which inflationary condi¬ 
tions are undermining the capacity 
of weak policy-holders to keep 
their policies alive. More impor¬ 
tant than that perhaps is the fact 
that life insurance is being extend¬ 
ed to new sections of the population 
among whom the insurance habit 
is yet to take root. But to a great 
extent the high lapse ratio is also 
a reflection on the work of the 
LIC’s field staff. It is well known 
that most of the new business is 
done by agents and field officers in 
a rush during the last quarter of 
the year in an attempt to fulfil 
targets and quotas, often with 
little attention to quality. 

Lower Premia vs Higher Bonus 

REVISION of the mortality 
table used by the LIC has been 
long over-due. At its inception the 
LIC just took over the Oriental life 
tabic and set premia at a flat rate 
of one rupee below the rates quoted 
oil it* basis, Even then these rates 
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were' somewhaf ’higher than-those 
of other private insurance’ com¬ 
panies before nationalisation. Morta¬ 
lity experience has' improved vast¬ 
ly since the twenties but premium 
rates are still practically'pegged at 
the old levels. 

The LIC has completed a preli¬ 
minary investigation into An 
mortality of assured male lives and 
a, life table based ttn‘ the experi¬ 
ence in 1961 of nine of the Cor¬ 
poration’s major Head (Mice Unite, 
accounting for about three-fourths 
of the entire business in force of 
all insurers prior to nationalisation, 
hag been prepared. According to 
the Chairman, the results of • this 
investigation have confirmed that 
there has been “considerable im¬ 
provement” in the mortality of as¬ 
sured lives since the publication of 
Oriental’s 1925-35 experience. 

Even while admitting this; Shri 
Kaul virtually rules out the pros¬ 
pect of a lowering of the LiC’s 
premium rates. He says 

“ As regards the mortality 
basis underlying the premium 
rates the same can be reviewed 
only when the low rates of mor¬ 
tality now being experienced 
are stabilised. This would be 
known only in 1966 when the re¬ 
sults of the detailed investigation 
into the mortality experience for 
the years 1961-64 undertaken by 
the Corporation are expected to 
become available.” 

Even should the detailed investi¬ 
gation confirm the improvement 
in mortality experience, as it al¬ 
most certainly will, Shri Kaul is 
Hot in favour of reducing the pre¬ 
mium rates. Instead, he feels that 
“changes in experience as regards 
mortality, interest and expenses 
can more equitably be handled 
under ‘with profit’ policies by chan¬ 
ges in the bo'nus rates than by 
changes in the general level of pre¬ 
miums”. It is true that 90 to 95 
per cent of the Corporation's new 
business is under ‘with profit’ poli¬ 
cies so that the benefit of the im¬ 
proved mortality experience can he 
passed an as well through higher 
bonus as through lower premia. 
But has the Corporation fully con¬ 
sidered the implications of the 
choice between higher bonus and 
lower premia for the expansion of 
life insurance among the low in¬ 
come groups ? 
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A Calcutta Diary 


Mow Calcutta Took the News 


T° judge Calcutta; by its proces-. 

sions, as Jawaharlal Nehru did, 
or by its smoke, as Valentina Tere¬ 
shkova did more recently, is to 
miss the essence of the city. (Every 
true city has one; in New Delhi.one 
does not even look for one.) A 
inorp rewarding criterion, it is sug¬ 
gested, is how a particular city 
reacts to - a great event, tragic or 
otherwise; better Still, how it reacts 
to something in which the citizens’ 
personal interests are not involved. 
A catastrophe like the Bengal Fa- 
npne in 1943 caught many curious¬ 
ly callous-—until a foreign journa¬ 
list decided to dramatise death, 
despite the Defence of India Rules. 
Yet this writer, iri Calcutta since 
1936, can remember occasions on 
which Calcutta reacted sharply to 
the most, remote, happenings, such 
as Korea or Huhgary. The Bengal 
that believed in terrorism had no 
reaspn to be suiprised or unduly 
grieved when Mahatma Gandhi was 
assassinated; Bengal, to begin with, 
always took Gandhism with a sizea¬ 
ble pinch of salt and. ‘ secondly, 
assassination is, surely, the logical 
conclusion of the basic assumption 
of terrorism anywhere : that 1 am 
right to kill somebody with whom 
I do not agree Another of Ben¬ 
gal’s endless contradictions became 
apparent when President Kennedy 
was slain by an assassin in distant 
Dallas; and Calcutta mourned as It 
had rarely mourned before. It was, 

I suggest, the reaction of a city. 

The Contradiction* 

. Early on Saturday morning the 
news came. In the morning, you 
were lucky to he able to buy a 
newspaper, any paper. In the after¬ 
noon at least one English daily came 
out with- a special edition. And all 
day the people of Calcutta spoke 
of nothing else. What was Kennedy 
to Calcutta or Calcutta to Kennedy? 

If is probably true that American 
munificence has so far been the 
least in West Bengal in general and 
Calcutta in particular. Then there 
is Calcutta's supposedly incorrigi¬ 
ble bias towards Communism or 
some form of leftism or extremism. 
How "then did the death of Presi¬ 
dent Kennedy so touch the heart of 
Calcutta ? It just does not add up, 


until you take into consideration 
Calcutta’s special essence or genius, 
something not easily defined. 

There is no way of defining an 
intellectual or the. quality qf intel¬ 
lectuality. The .first-essential, it is' 
suggested, is that, to be an intellec¬ 
tual, a man, or a woman, be capa¬ 
ble (and by nature be so inclined) 
of thinking of events in terms of 
ideas and not as things of personal 
concern in-the physical sense. Such 
events, external to oneself, must 
then by alchemy and reason be 
made intensely personal, one’s very 
own. This is what Calcutta is capa¬ 
ble of, insofar as you can say such 
things about an enormous city 
drawing its population from every 
part of the country, many from 
what is no longer India. This attri¬ 
bution of a personality to a city is 
not at all fanciful; and Calcutta’s 
personality comes out, often at its 
best and sometimes at its worst, 
when something really big hits it. 
“Best” and “worst” are usually 
valueless “value-judgments”; the 
point is that Calcutta reacts with an 
intensity not to be experienced 
everywhere in India or abroad. 

John F Kennedy’s death by as¬ 
sassination was such an event. Even 
if he came to India next year, it is 
not at all certain that he would 
have come to Calcutta. If memory 
serves. President Eisenhower did 
not. nor Jacqueline Kennedy. 
(Khrushchev did; and, again, in a 
different way. Calcutta proved its 
“cityness” as no other place did.) 
Many still think, wrongly in my 
view, that Calcutta is anti-Ameri¬ 
can; in a sense, Calcutta is anti- 
everything. Rut the moment of 
great tragedy arrived; and Calcutta 
wept. Not the intellectuals alone, 
who might know about Kennedy 
and might have some affinity ’with 
his ideas, hut ordinary citizens who 
now wanted to know about the dead 
matt. 

New Frontiers 

The man’s death was terrible 
enough; his physical departure from 
the American and world scene will 
have consequences which today can¬ 
not even begin to be calculated: 
wjth the best will in the world and 


all the assistance from the New 
Frontiersmen, Lyndon Johnson can¬ 
not hope to replace John Kennedy’s 
personality. Yet what touched Cal¬ 
cutta most was perhaps the snuffing 
out of certain ideas that had come 
to be associated with Kennedy who 
expressed them with a rare mixture 
of elegance and eloquence. He Was 
President for only a brief thirty-four 
months. Apart from the “hot line”, 
the limited test ban treaty (which 
the Republicans had promised too), 
the Peace Corps (which has yet to 
be evaluated) and the Civil Rights 
Bill (still a Rill), it is not, off-hand, 
easy to think of many positive 
achievements. (On the debit side 
stands Cuba against which there 
were shrill protests in Calcutta). 
That One Great Act, with which 
men become great and part of his¬ 
tory, had yet to come — untiJ death 
came. Through another’s hand, ad¬ 
mittedly; but the death became an 
act. that One Great Act. 

The high drama of it all conti¬ 
nues to fascinate Calcutta as 1 write. 
When district magistrates and police 
officials were victims of killers’ bul¬ 
lets, Bengal was on the other, deli¬ 
vering, side of the transaction. The 
terrorists shot to kill and often got 
killed in the process. Why, then, 
so much spontaneous sympathy and 
admiration for another man that 
has been killed ? The contradiction, 
one suggests, is wholly apparent 
and not at all real. 

Killer Killed 

It is true enough that Oswald, or 
whoever it was, killed Kennedy 
with a gun. Look at it a little 
differently; and you may see, as I 
imagine Calcutta sees, that President 
Kennedy was no less a killer. He 
was out to kill all those who are 
habitually out to kill; ever since he 
took office thr numerous warmongers 
in the USA and elsewhere have, 
been subdued. He clashed with 
General de Gaulle, who is bent upon 
adding to the, world’s nuclear dan¬ 
gers. He quarrelled with Adenauer 
whose ideas are not all peaceful. In 
his own country McCartbyism dared 
not raise its head again; Barry 
Goldvater got no concessions from 
Kennedy, as McCarthy had from 
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Eisenhower, Then Kennedy was 
out to kill all those south of the 
Mason-Dixon Line who still cannot 
bear the thought of having to treat 
the Nigra as a human being. He was 
out to kill all those who profited 
from that immobilisme into which 
the American society was drifting. 
And a killer such as this, though 
he use Presidential powers rather 
than a crude gun, must he ready to 
be killed. Kennedy showed that he 
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was : courage, full-face now and a 
profile no more. 

The parallel with Bengal’* terro¬ 
rism must not, of course, be taken 
too far or too literally. But, to 
look at Kennedy’s face in the tele¬ 
vision film of a Press conference 
was to be reminded of some faces 
this writer saw in his early boyhood 
in East Bengal. There was a cer¬ 
tain “something” in those terrorists’ 
faces; and it was there again in 


Kennedy^ face, ft fa futile to try 
to describe or define it Is there a 
clue in it to Calcutta’s grief over 
the assassination of John F Kennedy, 
the thirty-fifth President of the 
United States of America ? That’s 
the quality of a city : to make a 
public occasion its personal joy or 
sorrow, 

— Flibbertigibbet 


Letter from South 

Kerala’s Continuing Crisis 


THE Kamaraj-Shastri compromise 
award making Madhavan Nair 
President of the Kerala Congress 
has settled nothing. Nor has Pandit 
Nehru’s “satisfaction” that there 
was nothing shady about the acti¬ 
vities of Chief Minister Sankar. 
These two decisions have, however, 
confirmed the conclusion that the 
Congress High Command always 
chooses the greater of the two evils 
when it comes to any decision on 
Kerala. 

The rival Congress groups conti¬ 
nue their manoeuvres and the rally¬ 
ing of their respective clans, It is 
not yet clear, for instance, what is 
to happen to the disciplinary action 
proposed against nine PCC mem¬ 
bers. Sankar claims that the High 
Command is for dropping the i*sue 
while the leaders of the organisa¬ 
tional wing state that there have 
been no instructions whatsoever and 
that discipline has to be upheld. 

In retaliation 16 members of the 
ministerial group, who arc also 
MLAs, seem to have made up their 
minds to cut their noses to spite 
their faces. They have threatened 
to stay away from the Assembly 
session. With the present mood of 
the opposition, this could precipi¬ 
tate a crisis. All this is pure black¬ 
mail but it is quite likely that it 
will have its effect on the High 
Command and pressure it to compel 
the organisational wing to beat yet 
another retreat. 

It might appear that the organi¬ 
sational wing of the KPCC is being 
held up as a great progressive force 
in Kerala. Nothing of the sort. It, 
too, » riddled with careerists and 
has *et its sights on ministerial 
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power. It poses no issues of prin¬ 
ciple, no set of radical policies, to 
demarcate itself from the Sankar- 
Chacko group. The average Con¬ 
gressman is sick and disgusted with 
these unseemly wranglings while the 
public watches with anger and 
knows that none of its problems 
is getting even the minimum of 
attention. 

Perhaps, it can be said, however, 
that the organisational wing is the 
lesser of the two evils and tiiat 
some glimmerings of national ideals 
and national policies* do exist here 
and there among some of its mem¬ 
bers. It can, perhaps, best he put 
in a negative way: the recruits to 
the Swatantra are likely to he less 
from among its members. And at 
Jaipur its leader, C K Gnvindan 
Nair made quite a spirited speech 
in favour of a more definite socia¬ 
list commitment by the Congress. 

To Make Tenants Pay More 

The weakness of the organisational 
wing is plainly revealed by its 
total failure to summon enough 
energy after the factional brawls to 
demonstrate even the most minimal 
interest in the Land Reforms Bill. 
Yet it could scarcely have been un¬ 
aware of the resentment that this 
Bill has evoked in Kerala and else¬ 
where. It is widely reported that 
Shriman Narayan, on behalf of the 
Planning Commission, has again 
addressed a letter to the Kerala Go¬ 
vernment seeking clarification of 
some of its provisions. The Orissa 
Chief Minister, Biren Mitra, is also 
reported to have criticised at the 
recent meeting of the National 
Development Council the Kerala 


Government’s move in promulgating 
a new Bill when the old Act of the 
Namhoodiripad Ministry was “on 
all accounts, judged by all standards, 
a model piece of progressive land 
legislation . Sankar was upset hut, 
with the blanket approval of the 
High Command, decided to go 
ahead. And so a most retrograde 
piece of agrarian legislation is get¬ 
ting through simultaneously with 
Pandit Nehru thundering about the 
need for radical land reforms. 

lake the provision enabling die 
landlords to enhance rent. j,i cer¬ 
tain cases, up to 100 per rent Uni¬ 
versal criticism compelled the Rev¬ 
enue Minister to announce during 
the first reading that he was pro 
pared to concede the opposition de¬ 
mand to scrap this provision. What 
he did. however, was to put in a 
substitute clause wherein the bene¬ 
fit of paying contract rent or rent 
calculated at the rate fixed under 
the provisions of the Bill, which¬ 
ever is less, will accrue only to tru¬ 
ants of landlords who arc* not small 
holders. Small holder landlords 
will have the right to demand rent 
calculated at rates laid down by the 
Bill or to demand rent under any 
enactment in farce bafore January 
21, 1961 or 75 per cent of the con¬ 
tract rent. Since more than 90 per 
cent of the landlords in the Slates 
have been categorised as small 
holders this means that the vast 
majority of tenants will now he 
deprived of the benefit of the 
"whichever-is-less” clause. It has 
been calculated that in Malabar the 
new provision will mean that ten¬ 
ants of garden lands will pay 10 
to 25 times the rent they are paying 
now. 








mn'XhW- 


< s*;v*W 


^Mw^ otfaer clauses of the new 
Bill tab bet similarly cited to'make 
the' point that it it an unabashed 
piece iof pro : landlord legislation. 
And a challenge. can be -confidently 
•made to anyone to prove that even 
a singte clause, different from any 
in the, old Act, has meant more 
rights and benefits for the tenants. 
We have here a pretty pure case of 
the pro-landlord composition of the 
Congress ministry manifesting itself 
in a pro-landlord piece of legisla¬ 
tion. Those who pontificate about 
die outmoded nature of the concept 
of class and class struggle might do 
sAme ’rethinking. 


Have to fwtpo M Ejection • ■ 

Against the 1 background of this 
organisational cr^dt-up and ppliti- 
cal retrogression, another move is 
planned by Sankar and his group. 
They have begun the campaign 
against the holding «of the mid-term 
elections which are due in January 
1965. Their argument is that as in 
the case of Andhra in 1960, the 
Kerala elections may i as well i>e 
postponed till 1967 when the Gene¬ 
ral Elections are‘due and that in 
conditions of emergency by-elections 
.may . pass muster hat to put the 
existence of a State government in 
doubt would be going too far. 


November 30, 1968. 

,v * ' - 

Actually, Kerala’s requirement is 
exactly the opposite — not post* 
ponemeni of elections but, if possi¬ 
ble, holding them even earlier than 
scheduled. It is time that the peo¬ 
ple of Kerala are allowed to pro¬ 
nounce on their experience under a 
Government which sailed in under 
the fi&g of stability and seems to 
have worked under the slogan of 
stagnation. The frenzy that was 
whipped up in 1960 and which 
clouded judgment cannot now be 
repeated. A more rational and 
sagacious choice is possible. The 
opportunity to make it must now be 
provided. 


A Fateful Weeh 


Romesh Thapar 


A DEEP gloom has settled on 
*7' official Delhi. The killing of 
President Kennedy, the destruction 
of the alleged killer, the still un¬ 
clear picture of the motivation, 
and the uncomfortable feeling that 
Lyndon Johnson is not the man to 
tackle a troubled and complicated 
> domestic and international situa¬ 
tion, combine to paralyse thinking 

The sudden elimination in an 
helicopter accident of the ground 
and air command on die western 
and north-western front sharpens 
the shock. And, then; Chief Minis¬ 
ter Kannamwar of Maharashtra 
passes away so suddenly that Y B 
Chavan may have to return to his 
State; creating another embarrassing 
vacuum in the Defence Ministry. 

Small wonder that from the 
Prime Minister downward everyone 
looks gravely disturbed. 

Anxiety about Johnson 

It has been a grim week of 
deaths, so grim that even the pass¬ 
ing of Aldous Htixley, a popular 
figure in India, was not commented 
upon by many a newspaper. But, 
clearly, President Kennedy’s assas¬ 
sination will continue to condition 
Events for many weeks and months. 
The fear widely expressed here is 
that unless the. US administration 
takes a firm control of the investi¬ 
gation of the killing there is dan¬ 
ger that. it might become the 
Starting point foi 4 a series x>f ven¬ 
dettas with highly dangerous implh 
cations. The theories about the 


assassin, his motivations and link¬ 
ages. multiply each day- There is. 
little point in recording this specu¬ 
lation. We must wait for the au¬ 
thenticated story. 

India has reason to be worried. 
Her economy, still heavily depen¬ 
dent on foreign aid, can be gri¬ 
evously hit if Lyndon Johnson is 
unable or unwilling to give her the 
priority attention which Kennedy 
was so anxious to ensure despite 
obstructions from various power¬ 
ful lobbies and from the US Con¬ 
gress. Even when .misunderstand¬ 
ings vitiated Indo-US relations, 
Delhi always comforted itself with 
the thought that Kennedy was a 
friend. Now there ig much anxious 
debate as to the attitudes Lyndon 
Johnson will adopt. 

Similarly, in foreign affairs. The 
detente for which Kennedy and 
Khrushchov worked, despite sustain¬ 
ed opposition from determined 
groups within their mutually-oppo¬ 
sed systems, could be prevented by 
ill-conceived moves during the cri¬ 
tical electipn year ahead. A slide- 
back to the old tensions would but¬ 
tress sectarian. 1 strength in both the 
blocs to the detriment particularly 
of the interests of the non-aligned. 
India would again find herself in 
the throes of these new polarising 
tonsions which- would cast their 
shadow on the under-developed 
world and disrupt the beginnings of 
new and more fruitful collaboration 
among the non-aligned, 


The Kennedy assassination, it is 
believed in informed circles in the 
Capital, will not have any imme¬ 
diate repercussion on US policies. 
President Johnson, as was to be ex* 
pected, has declared his full support 
to the policies sponsored at home 
and abroad by his predecessor, 
Kennedy’s team of advisers will con¬ 
tinue at their posts; And, jpresum- 
ably, the rationale behind the esta¬ 
blished policy cannot overnight 
become irrelevant. But there is no 
denying that the Kennedy touch 
gave US policy that extra sophisti¬ 
cation and sensitivity, a refinement 
which Lyndon Johnson may not be 
able to provide, particularly during 
what is bound to become a rather 
tense, uncertain election year. 

Chavan for Bombay ? 

At home, the trials of the De* 
fence Ministry are engaging our 
special attention. The situation in 
the Western Command, following 
the helicopter crash in Poonch, is 
further complicated by the uncer¬ 
tainty about Chavan now that the 
Chief Ministership of Maharashtra 
is vacant. Of course, Chavan, anxi¬ 
ous to make his political future at 
the Centre, might yet be able to 
consolidate the Maharashtra Con¬ 
gress. But he cannot afford to ex¬ 
pose his political base to infiltration, 
what with S K Patil on the prowl. 
If he is unable to establish a secure 
Government, he may well have to 
return to Bombay. In fact, the 
Prime Minister, facing factional 
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disruption in several States, will in* 
sist or bis return. 

If a pointer were needed, specu¬ 
lation has already begun about a 
successor for Chavan at the Defence 
Ministry. The selection of Pratap 
Singh Kairon, it is said, might solve 
several embarrassing problems — 
that is, after he has been cleared of 
the charges levelled against him. 
Then Swaran Singh would have to 
be transferred to the Punjab. Of 
course, the ambitious Patnaik ho¬ 
vers in the background. But will 
he be trusted by the Prime Minister? 
His present role is enveloped in 
mystery. What's more another Chag- 
la-type personality is unlikely to be 
accepted by Congress MPs who are, 
for differing reasons, very critical of 
the appointment to the Education 
Ministry. 

The renewed anxiety over the 
affairs of the Defence Ministry is 
rooted in the suspicion that adven¬ 
turist elements in Pakistan are 
making an increasing impact on 
Rawalpindi, The assassination of 
President Kennedy, it is felt, might 
encourage them to become even 
more active — and particularly at a 
time when they have been disap¬ 
pointed by what they consider 
China’s reluctance to start offensive 
action along the Himalayan border. 
The Pakistan press is in a hysterical 
state at the moment, and for no 
apparent reason. Indeed, in more 
ways than one, the western front 
holds our attention. 

Meanwhile, we are studying the 
mid-term assessment of the Third 
Plan which was made available to 
MPs some days back. It confirms 
what has been known for the past 
year — that there is a serious lag 
in the Third Plan. As against a 5 
per cent rate of growth envisaged 
(considered the minimum necessary 
to ensure some economic advance), 
the annual rate of increase in na¬ 
tional income in the first two years 
is estimated at only 2.5 per cent. 
The explanation given is that there 
has been a set-back in agriculture. 

The National Development Coun¬ 
cil meeting earlier had established 
two committees — one on land re¬ 
form and the other on agricultural 
production — to tackle this setback. 
In the present condition of the rul¬ 
ing party, it is very doubtful that 
these committees will be able to act 
decisively when confronted by ves¬ 



ted interests in the States, And, to¬ 
day, the Prime Minister lacks the 
power to impose decisions. 

Time for Review of Policies 

While there are those who refuse 
to accept the statistics of the Plan¬ 
ning Commission, and who maintain 
that the rate of growth is below 2 
per cent, a large number of specia¬ 
lists are wondering how the pro¬ 
jected 7 per cent rate of growth for 
the Fourth Plan will be achieved— 
and this at a time when several of 
their long-accepted economic policy 
concepts are under scrutiny and re¬ 
vision. The feeling is, therefore, 
growing that a thorough review of 
our economic policies is long over¬ 
due, that economists, sociologists 
and political scientists who are 
agreed on the perspectives of our 
plans be associated with this detail¬ 
ed study, and that the views of those 
active in field and factory be 
brought to bear on our experience. 

Asoka Mehta, the new Deputy 
Chairman of the Planning Commis¬ 
sion, will have to head this search 
for clarity on his return from the 
United Nations. His ‘refresher 
course’ in international problems at 
this critical juncture will prove im- 
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raensdy useful, far our economic 
attitudes can no longer he divorced 
from our activity in. world affairs. 
This aspect is Jilcely to he high¬ 
lighted at an important seminar on 
non-alignment to be held in Delhi 
shortly. The deliberations, in which 
guests from abroad will participate, 
should help to surmount some of 
the problems facing the non-aligned. 

In this context, information has 
been received in Delhi that China’s 
Premier Chou En-lai and Foreign 
Minister Chen Yi are undertaking 
intensive tours to leading Arab and 
African nations with whom they 
have diplomatic relations to re¬ 
forge damaged links and to project 
Peking’s ideological line. They plan 
to meet in Ceneva on the comple¬ 
tion of these tours and to conduct 
prolonged negotiations with Euro¬ 
pean States on trade and related 
matters. This is part of the drive 
to ‘discipline’ Khrushchov. Delhi 
will have to activate her foreign 
missions which, by and large, have 
reflected the lethargy of a leaderless 
External Affairs Ministry. 

Meanwhile, we are still waiting 
for the winter. The weather is 
balmy, despite occasional showers. 
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Other Side of Affluence 

Frederick F CUnunte 

Challenge to Affluence by Guntur Myrdal; V’ictor Gollancz, London, 1963. Pages 160, price 21 a. 


£^NE book is seldom the grave¬ 
digger of another, but Professor 
Myrdals brilliantly articulated lec¬ 
tures have not merely nailed an 
obituary to Galbraith’s “Affluent 
Society” but have blazed new vistas 
for the more imaginative of Ameri¬ 
can social scientists. 

Myrdal’s values are not (hose of 
such implacable critics of the Ame¬ 
rican democracy as the editors of 
the Monthly Review. Yet it is asto¬ 
nishing, allowing for their divergent 
outlooks, how their diagnoses of 
sick America run along parallel 
lines, although their final solutions 
an* irreconcilable. 

The underlying basic malaise of 
modem America is creeping stagna¬ 
tion. If its growth were calculated 
with the same rigour as is done for 
the less developed countries the na¬ 
tion’s ailing health would long have 
been more perceptible. All too of¬ 
ten we have ignored the demogra¬ 
phic upsurge in the United States, 
which has one of the highest ferti¬ 
lity rates in the Western world, in 
calculating its G N P. Annual 
additions to the labour force arp 
about 1.5 million. In Myrdal’s 
view, if American growth rates are 
deflated in the same manner as is 
done for the Third World, the U S 
growth Tate figure in the decade up- 
to 1962 would come out at 1 per 
cent — or a rate comparable to 
that of India in the corresponding 
period. “But I cannot close my eyes 
to the fact that even the present 
low rate of economic growth,” he 
writes, “is preserved only by an 
extraordinary expansion of arma¬ 
ments, and one that is still rising”. 

High and Sustained Unemployment 

One of th@ depressing symptoms 
is the high and sustained level of 
unemployment which the official un¬ 
employment data do not accurately 
measure. This implies that the fi¬ 
gure of six per cent, which natural¬ 
ly excludes the four per cent of the 
active population in the armed ser¬ 
vices, could easily be raised to 10 
per cent. Among the negro popula¬ 
tion the official volume of unemploy¬ 


ment is 12 per cent or twice the 
national average. The unemploy¬ 
ment coefficient should also take in¬ 
to account those employed on short 
time and those persons who dropped 
out of the employment race because 
of an overcrowded labour market. 

This prolonged unemployment 
has led ivlyrdai to his' concept of 
‘the underclass’, embracing the 
underemployed, the unemployed 
and the unemployables. Relentlessly 
the labour force grows. By 1970 
there may be 12.b million more 
people at work or job-hunting than 
there were in 1960. The correspon¬ 
ding increase i'n the 'fifties was 8-5 
million. The demographic implica¬ 
tions are overpowering : 26 million 
young men and women will be cata¬ 
pulted into the labour market in 
the sixties; about 50 per cent of the 
additional entrants in the work force 
will be under twenty five. This is 
unprecedented. And there will be 
45 per cent more people under 25 
available for work in 1970 than in 
1960. 

Economic Tools Unused 

Under the present institutional 
anarchy automation will intensify 
the ravage. That it need not do so 
is argued trenchantly by the author 
who draws the parallel with Sweden 
where the shocks of rapid techno¬ 
logical change are being absorbed 
by a social order strenuously dedi¬ 
cated to the maintenance of full em¬ 
ployment. To be sure, the geogra¬ 
phical, cultural and economic con¬ 
tours of the two economies are diffe¬ 
rent, and the social democratic party 
has been in power in Sweden for 
about a quarter of a century. 
Further, Sweden possesses a perma¬ 
nent and dedicated civil service of 
an extremely high order of administ¬ 
rative competence and probity, 
qualities that are not conspicuous 
at the various echelons of the Ame¬ 
rican bureaucracy. 

New economic tools have come to 
the fore in the postwar period, one 
of the beneficient by-products of the 
Keynesian and Soviet confrontation, 
perfected and machined to meet the 


specifications of a plural society in 
western Europe. That the planning 
mechanism functions efficaciously 
within the exiguous framework of 
private ownership can hardly l*t 
questioned, as evidenced by t rench 
and Swedish experience. Whether it 
provides the definitive alternative of 
an open society to the monolithic 
Soviet planning model with its ideo¬ 
logical commitments will he tested 
in the crucible of history — in the 
not too remote future. Vet this sum 
of knowledge and continuously en¬ 
riched techniques are available lo 
all; even the effete laggard that is 
Tory Britain is, at least, going 
through the motions of experimen¬ 
tation. Yet it is in America, a laud 
endowed with exemplary statistical 
services, that this body of knowledge 
remains unexploited and seemingly 
unexplohable. 

The structural unemployment that 
now rages and whose kingdom of 
violence may well be extended will 
erode the economy. Such a conten¬ 
tion is not defeatist. As Schumpeter 
was always fond of saying, defea¬ 
tism denotes a certain psychic state 
that has meaning only in reference 
to action. “Facts in themselves and 
inferences from them can never he 
defeatist or the opposite whatever 
that might be. The report that a 
given ship is sinking is not defea¬ 
tist : the crew can sit down and 
drink. But it can also rush to the 
pumps”. 

Depth of American Poverty 


It was part of Galbraith’s cam¬ 
paign of mystification to have igno¬ 
red the depth of American poverty 
with its pathological concomitants. 

To speak of an ‘affluent society’ in 
the United States and vestigial poc¬ 
kets of poverty even when Galbraith 
composed his work was sheer tra¬ 
vesty. The grotesque caricature of 
American ‘affluence* was once again 
dramatically detonated last year, 
amongst others, in an official study 
entitled, “Poverty and Deprivation 
in the United States”. If poverty- , 
is defined as having to live 
annual income of $ 4,000 fof 
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lie* and t 2,000 for individuals, 38 
million American* were grovelling 
on the poverty line in I960. Living 
in the wings of deprivation (defined 
a* above the poverty line, but fall* 
ing short of what is deemed a com¬ 
fortable standard of living) were 
more than 39 million or more than 
20 per cent of Americans. Utter 
destitution, categorizing those below 
the poverty income line hover 
around 7 per cent or 12.5 million 
Americans. To speak of the satia- 
, tion of wants adds insult to injury. 
There is not only public poverty 
but private poverty as well on a 
vast scale — and it is growing. 
“Income distribution did follow a 
tendency towards gradual equaliza¬ 
tion until the last decade” notes 
Myrdal, “but then the relative eco¬ 
nomic stagnation began to reflect 
itself in a new tendency to increa¬ 
sing economic inequality”. 

Long Range Planning 

Effective long range economic 
planning is Myrdal’s retort to such 
stagnation : conscious and purpo¬ 
sive public interference with mar¬ 
ket forces, directing the economy to 
certain specified goals by, raising 
toot only the level of public con¬ 
sumption but by coherent national 
investment and labour policies. It 
may be asked : is such a democra¬ 
tization of the American economy 
possible, given the interests of the 
power oligarchy, or what President 
Eisenhower judiciously warned 
against when he stigmatized the ac¬ 
quisition of unwarranted influence 

, “of the military-industrial com¬ 
plex” ? Myrdal does not think so 
as the species of planning he envi¬ 
sages is destined to harmonize the 
expectations of corporate capital 
with the aspirations of the nation 
as a whole. His is not a grand de¬ 
sign involving expropriation or an 
extension of the public sector; it is 
planning with the concurrence of 
the power oligarchy and hence does 
not involve an epreuve de force, 

In this reviewer’s opinion the de¬ 
sired changes can be achieved by 
scrapping the archaic constitution 
With its overlapping and confused 
federal and state jurisdictional 
power. In a changed constitutional 
' frame it may even be possible to 
harness the appetites of the power 
oligarchy with a minimum of fric* 
tion. Admittedly, this an extreme 
view, but I cannot see how the 
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mutations so passnm&ely advocated 
by .Myrdal are implementable. 

; Myrdal’* faith in the , American 
people and his belief in their capa¬ 
city to ccavfrbnt the. real challenge 
of our time is immense. At this 
point divergences with the author 
may become sharp. Planning to be 
effective implies participation and 
discussion hat .is free knd un¬ 
inhibited. Gaullist prance notwith¬ 
standing its conservative tinge and 
the blunting of' its parliamentary 
axe remains the free-est. nation on 
earth. And the French university 
presents a vivid contrast to the ste¬ 
rility prevailing in our North 
American universities. There is no 
genuine controversy for controversy 
is dangerouk. The dialogue between 
Schlesingerr and his critics is a pho¬ 
ney one — and.no one understands 
this better than Schlesing'er himsejf. 
Our budding instructor with his eye 
on a permament appointment is 
keenly aware of it. The survival of 
Paul Baran and C Wright Mills of 
Colombia university are exceptions 
that do not prove the rule. Nor is 
this surprising.' As an American 
dean put it to me this summer : 
“There must he controversy, but we 
must make sure that it does not get 
out of hand”. The dean need not 
be apprehensive on this score. So¬ 
cially our university teachers come 
from bourgeois backgrounds. Ameri¬ 
can academics know full, well the 
price of controversy and its limita¬ 
tions. The cautious eye is on the, 
house mortgage not on academic 
freedom. I have seldom met a 
North American , academic who 
genuinely gave a tinker's cuss for 
academic freedom, save in their, 
largely anti-communist rantings 
before television audiences and the 
Rotary Club and Chamber of Com¬ 
merce and this as a means of culti¬ 
vating their public image and hence 
their private pockets. 

Misplaced Faith 

' Our values within our universities 
are those of > Madison Avenue and 
the 13 billion dollars annually 
spent (four times the expenditure 
on education) on admass hallyhoo. 
A university is a microcosm of the 
civilization, In which it is implan¬ 
ted. The avalanche of drivel that 
is being, turn'pd out by our univer¬ 
sities it* North America is reveal¬ 
ing' and -self-reinforcing. Space 
prevents toy elaborating, this point. 


I <£*agree vehemently iriib Mwdal 
who pins "bis hopes, amongst omen, 
an-the American universities and 
the American, people. , - y 1 

Another view is- - that of 'the 
American negro James Baldwin pre¬ 
sented in his superb essay, “The 
Fire Next Time” : 

“ I have met only a. very few 
people — and most of these were 
not Americana — who had any 
‘real desire-to be free.. Freedom 
* is hard to bear. It can be ob¬ 
jected that I am speaking of 
political freedom in spiritual 
terms, but the political institu¬ 
tions of any nation are always 
menaced and are ultimately con¬ 
trolled by the spiritual state of 
that nation. We are controlled 
here by our confusion, far more 
than we know, and the American 
dream has, therefore, become 
something much more closely re¬ 
sembling a nightmare, on the pri¬ 
vate, domestic, and international 
levels. Privately, we cannot stand 
our lives and dare not examine 
them; domestically, we take no 
responsibility for (and no pride 
in) what goes on in our countrv; 
and, internationally, for many 
millions of people, we are, an 
unmitigated disaster”. 

Negro — the Only Hope 

The only hope and energizing 
dynamic in contemporary America 
is the negro — overwhelmingly if 
not exclusively a prisoner of the 
underclass. Admittedly, it is-a mino¬ 
rity, but it takes only a small quan¬ 
tity of ferment to effectuate a change 
in a considerable Volume of matter. 

Unlike the bulk of social scien¬ 
tists who, like cuttlefish, are endow¬ 
ed with the genius of spreading 
darkness, Myrdal has brought the 
glitter of gold 'on every aspect of 
social research. In this respect he is 
not unlike the late tough-fibred 
visionary that was, C Wright Mills. 
This slender voluhie deserves to he 
read, above all by the power oligar¬ 
chy; they may not be able to grasp 
the lineaments of his reasoning, far 
less remove his blueprints from the 
drawing board to the realm of rea¬ 
lity; but it may be within their 
capacity to wrestle with the second 
part which illumines “the inter¬ 
national implications of economic 

stagnation”. , 
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Death oj a Maharani—ll 

:, An Annal of Rural Bengal 

' Banin De 

f« 1962 Dr B C Roy, acting on premises entirely similar to those which had inspired him in 1952, 
/ prevailed upon the Maharani of Burdwan to stand for election to the West Bengal Assembly on the Congre ss 
ticket, . . 

This um greeted with general scepticism. 

If the traditional charisma of the Maharaja had not succeeded , how could the Maharani stand any 
chance of ousting the new tradition-based communists from the Constituency? 

Burdwan was the centre of the State’s new industrial belt, and industrialisation led to proletarian 
polarisation and thus to the strengthening of ‘communist subversion’. Hole could the wife of a defeated candv\ 
date and ex-absentee landlord shake the hold of'such forces? 

As the actual election worked outi logic and argument were confounded. The Maharani defeated her 
communist opponent- 

The Congress had swept communism out of Burdwan town, it was claimed. 


The success of Dr Roy’s experiment in grafting local traditions into democratic processes, however, 
teas short-lived- 


A* interesting case-study in politi¬ 
cal sociology might yet be done 
on the reasons why tnc Maharajadhi- 
raja of Burdwtfn was defeated. The 
record of the victor must have had 
something to do with it. Also the 
attributes often linked with absent¬ 
eeism, which were ascribed by op¬ 
position parties to the defeated can¬ 
didate. Besides, the present Maha¬ 
raja lacked his father’s popular 
appeal in the villages. This was 
connected with the growing sense of 
independence from the old landed 
hierarchy, a development in which 
the economic resurgence of the 
Aguris constituted a vanguard. 

Freedom from Old Bonds 

But it would be very mechanistic 
to see in the defeat of the Mahara¬ 
ja, the triumph of the Ugrakshatriya 
caste. Rather it is true to say that 
Communism meant to the bulk of 
its supporters in Burdwan freedom 
from the old social botads, which 
many intelligent people had chafed 
against on the ground that they 
were not necessarily rational. .The 
possibility of freedom of choice be¬ 
tween traditional social leaders who 
had been always imposed from 
above, due to collaboration with the 
ruling authority, and leaders who 
came straight off the soil and the 
lack of stable sympathy for the Raj 
family in Burdwan : there factors 
appealed to many people apart from 
castes like the Aguris. 

The militancy of pro-Cammunfet 
feelings was an artifact of the con¬ 


ditions outlined: in the current 
political situation, it served as a 
spearhead of the opposition, an iron 
tip only, to a lance which was 
fashioned of more brittle wood. The 
defeat-of the Maharaja did not con¬ 
note any basic stability of commun¬ 
ist ideology in Burdwan. But it did 
connote that political parties who 
had propagated anti-feudal doctrines 
in the period of the freedom strug¬ 
gle could not, by virtue of their pre¬ 
eminent position in the country, ne¬ 
cessarily bank on the support of 
electorates to return feudal rulers 
to Parliament. It also connoted that 
Communism in 1957, the year of 
its victory in Kerala, had come to 
stay as the major political alter¬ 
native not only to the Raj, but what 
was much more important, to the 
Congress in Burdwan. 

Comparison with 1957 
In the 1957 General Election, 
Narayan Chaudhury, who is beli¬ 
eved to be a leading light of the 
Atulyft Ghosh group of election- 
controllers, was made the Congress 
candidate. The Maharajadbiraja 
was dropped, and possibly his high 
place on the Turf and in Company 
Boards and elsewhere squared his 
inclinations with his political reti¬ 
rement. The Congress experiment 
with the fossilisation of quasi-feu¬ 
dalism and return to values df the 
Raj seemed to be over." But-Atulya 
,GhOsh’s style of democracy was no 
more successful than Dr Roy’s ideas 
in Burdwan. The results are givett 
below: the number of electors was 


67, 612 ; 31, 925, i e 47.22 per cent 
voted- 


Votes Per pent 
of total 


B K Ghowdhury 
(Communist) 

15,529 

48.64 

N Chaudhuri 
(Congress) 

15,136 

47.41 

N N Ganguly 
(Jan Sangh) 

1,260 

S.94 


The voting interest had certainly, 
grown in this election t from 42. 
63 per cent of the total electorate 
in 1952 to 47.22 per cent in 1957. 
There may be a correlation wjth 
greater Congress vitality: for in* 
stead of the Maharaja’s 42.19 per 
cent, Narayan Chaudhuri had 47. 
42 per cent of the total votes polled- 
The clientele for the Mahasabha* 
Jan Sangh brand ideas certainly • 
dropped in 1957: and so, we must 
admit, did Benoy Chowdhury’s vote 
from 50.93 per cent of the total to 
48.64 per cent. 

Voting Pattern Repeated 
But the changes in voting struc¬ 
ture were marginal. The core of the 
Communist vote remained untouch¬ 
ed: and it may be that the main 
blocks remained as they had been in 
1952, with the difference that more 
people in the Congress were willing 
to vote for a common man than a ' 
Maharajadhiraja — at least in Burd¬ 
wan, where distinct industrialisation 
was on tlie threshold, if not else¬ 
where as, for instance, in less in¬ 
dustrialised Midnapur. This fact, in 
itself, has a lesson in it somewhere. 

1959 



Nbventber' 80* 1963 






But it was, of course, Iittlfc help to , chronically poverty-stricken -acade- . traditional charisma of the Maha- 
Congress in Burdwan £n 1057, for mic • environment, many teachers raja had net succeeded, thenVotrid 
Benoy Chowdhury remained the hoped for larger slices of the exa- the Maharani stand any chance of 
elected representative. mining or text-book-selecting cakes, ousting the new tradition-based 

or even for the prestige of more Communists from the constituency? 

The Year* the Los-unt* Ate official positions in the University 

■The years from 1957 to 1962 than they had held before. A few Such at least was press logic, and 

were, speaking generally for India, got what they wanted; many re- I think it reflected the blase intel- 
the years that the locusts ate. When inained breadless; and the wailing lectualism of the Calcutta press, 
Communism was dissolved by Presi- and gnashing of teeth continues— which becomes so marked in our 
dential fiat in Kerala, its defeat though it is, nevertheless, true that post-Commu'nist decade. Most politi- 
served as a tocsin to anti-Coinmun- in many subjects, average standards cal predictions were based on ra¬ 
ils elements throughout the country; are at good as they are in the parent tionalisations of urban experience or 
and the general propaganda that university or are, already, better. In on stories from the outposts; and 
either Communism reflected parti- any case the patronage and admin- among the industrialised intellectu- 
cularisl interests or it was out to isfration of part-timerships and of als of Calcutta, the northern out- 
subvert the “democratic”, “gene- examinations and access to infer- posts nowadays begin after Rishra. 
ral”, “popular” interests of the peo- mation about what goes on in the In any case, the logic continued in* 
plv. Indian Communism in general new hierarchy, has, to a limited ex- exorably, Burdwan was the centre 
failed to fight these charges; and tent, supplanted interest in extra- of the new industrial belt which was 


by the same token, was unable to 
strengthen its agrarian base or re¬ 
vitalise its theories about capturing 
power by any evolution of new ideo¬ 
logy. But a sense of determination 
was- hot very obvious in the Cong¬ 
ress ranks, either. 

From 1959 to 1961, there was an 
uneasy truce in the political polari¬ 
sation of Burdwan. A new Univer¬ 
sity came Into being; it was an 
affiliating University, i e, like Cal¬ 
cutta of which it formed a hived-off 
part It examined, up to the BA 
level, students of colleges in its area 
and taught us well as examined 
post-graduates. Us standard-setting 
functions were the source of great 
hopes in West Bengal, for apart 
from some progressive hopes that it 
would- set a good example in the 
academic unarchy of Bengal, in a 


local politics; though this is perhaps 
a passing phenomenon. 

Experiment Renewed 

In 1962 Dr B C Roy, acting on 
premises completely similar to those 
which seem to have inspired him in 
1952, prevailed on the Maharani of 
Burdwan to stand for election o'n 
the Congress ticket. Binoy Chow¬ 
dhury once again stood for re-elec¬ 
tion. Among all tnofussil elections 
in West Bengal, this evolved the 
greatest amount of press interest and 
gossip. The general idea was that 
where u Maharaja had been stap¬ 
led. his much less-known wife 
should fear to tread- The idea at 
the hack of this was perhaps that 
the Maharani had been more or less 
a purdah-nankin lady before In¬ 
dependence arid was little k’nown 
personally even in the town. If the 


spreading southwards from Asansol 
along the Durgapur stretch of the 
railway li'ne; and industrialisation 
led to the growth of proletarian 
polarisation and thus to the growth 
of ‘Communist subversion’. How 
could the wife of a defeated candi¬ 
date and ex-absentee landlord shake 
the hold of such forces? This type 
of historicist thinking was to be 
found among people who objected 
to any frank belief in the existence 
of trends of historical development. 

(ampaign Policy 

The Maharani’s campaign policy 
was simple. There was mounting 
talk of the princely and self-extin¬ 
guishing gift of her family to the 
people — i e, the premises for the 
University No one spoke of the con¬ 
sideration taken for collateral parts 
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the danger 

Our freedom and democratic way 
of life are threatened. 

PRESERVE UNITY AND PROTECT FREEDOM 
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of Ae property — any mention of 
this ojteconiadered infra dig, Thsti 
she began to make frequent visits 
16 the town, dressed simply, and 
openly telling meetings she addres¬ 
sed that she had, of course, no house 
in which to live in the town, so she 
was .staying in the local Inspection 
Bungalow, or with the family of a 
faithful Naib—invocations of pre¬ 
sent as well as past loyalties. Then 
large cloth banners stretched across 
the big roads in the bazaar area 
appeared; they exhorted everyone to 
-vote for Radharani Debi and thus 
for the Congress; only in some pos¬ 
ters would it be explained, in smal¬ 
ler type, that the candidate who 
solicited votes for Congress was. 
always giving the sonorous title, 
Maharaniadhirani of Burdwan. 
Generally when the rider was given, 
the Congress candidate for Parlia¬ 
ment would also be mentioned be¬ 
low— Gurugobinda Basu, head of a 
Calcutta audit firm of whom no one 
knew much and spoke even less. 
His neck-tie-clad picture could still 
he seen looking rather forlorn on 
Burdwan walls till thr end of last 
year; hut few pictures of the Maha- 
rani were generally circulated. 

Common EmphanU on the 
Individual 

Benoy Chowdhury’s name also ap¬ 
peared on the large cloth banners 
blazoned in white or gold across a 
revolutionary red field. In his case, 
(he CPI advertised its presence 
perhaps to the same extent that it 
was advertised that Radharani Debi 
was the Maharaniadhirani. This em¬ 
phasis on the individual was com¬ 
mon to both parties, and not to 
Congress alone Perhaps the Com¬ 
munist Party leaders believed that 
the individual record of the-sitting 
M P would continue the Communist 
run of parliamentary victories in 
Burdwan. At the beginning of the 
campaign the cycle-rickshaw men of 
Rurdwan were being spoken of as 
the most- monolithically-organised 
trade union in the town. A group 
of people, who speak a frontier ad¬ 
mixture of rural Bengali and rural 
Hindustani (the language of many 
migrants who seek occupation in 
the town), they are as aggressive a 
group as the merchants. They were 
vociferous in their support of’ BeTioy 
Chowdhury. When queried, most 
would say that he was known to be 
a good man; the Raj had dope no¬ 
thing for them as individuals, so 
why should they change allegiance; 


and in any case, they stood by 
Communism. If questioned further, 
most would say that to them Com¬ 
munism meant unity; strength in 
fighting for their rights; and the 
confidence to deal democratically 
with the far richer people, whom 
they transported with the strength of 
their knotted feet and their strain¬ 
ing shoulders. Communists spoke to 
them as equals; but they recked 
little of any philosophy beyond the 
call to the proletariat to unite and 
stand. 

Feudal Charisma Revived 

But slowly, the pattern of affilia¬ 
tions began to be eroded. As the 
date of the elections drew nearer, 
the rickshaw-men started telling 
cynical stories of how the Maharani 
herself had begun to suddenly ap¬ 
pear from a jeep at the door of 
their huts and ask to speak to their 
wives — as if, they said, she meant 
to show any warmth by this ap¬ 
proach! There was hurt anger in 
the cynicism — that people who 
were so much part of the superstruc¬ 
ture should show a warmth, that 
seemed patently insincere, for pur¬ 
poses of gaining loyalty which was 
not felt. But some began to doubt 
their own realism. There were 
stories their wives told of the Maha. 
rani asking about the day's cook¬ 
ing and then wistfully mentioning 
that she had no home of her own 
in Burdwan. The personal image of 
Radharani Devi became a somewhat 
misty one in the minds of even the 
Opposition; and Be'noy Chowdhury 
never had a positive image to push 
it out again. 

It is possible to explain the nebu¬ 
lous formation of this sort of politi¬ 
cal image by calling it the process 
of personal identification between 
candidate and voter. It is certain 
that in Indian political conditions, 
this process of personal identifica¬ 
tion is still generally the best tech¬ 
nique for a victory in rural or 
tnofussil elections and, who knows, 
in elections in the most densely- 
populated lower middle-class cons¬ 
tituencies in an industrialised city, 
as well- But the formation of the 
political image cannot be explained 
merely in terms of group or caste. 
These ingredients are of' course 
ever-present. Though democratic 
politics was so a little a part of 
the democratic idiom in Burdwan, 
even in 1962, yet the shifts in align¬ 


ment could not be predicted ot txi . >: 
plained in terms of the alignment of 
groups or castes. The feudal charift 
mata we have referred to must still 
have been strong and Congress as 
much as the supporter^ of the Swa- 
tantra Party has played. it$ part in 
reviving them in India. 

< i 1 

Sin-res* of tlie Experiment . - 

As the actual election workeij 
out. logic and argument from-what- 
had-hapijened-bofore were confound, 
ed. The Maharani defeated Benoy 
Chowdhury. Gurugobinda Basil also 
came into Parliament. The Congress, 
it was said, had swept Communism 
cut of Burdwan town. The jubilia- 
tio'n in the Congress office was great 
The Maharani was in Puri resting 
when the counting took place. Shiy 
was wired to come to Butdwan to 
triumphantly enter the town as a 
mark of victory. Burdwan was rife 
with rumours that she was coming; 
and she did come, two days late, 
perhaps in time for the villagers 
to get to town, proceeded in pro¬ 
cession along the stieels, to the 
accompaniment of firecrackers - 
not to the blare of feudal horns any 
more and evoked a blase response 
from n girl i'n a history classroom 
in the University, who when asked 
by a teacher deafened by the noise 
outside, why she was not watching 
the tamasha , said, what was the 
good of seeing the Rani Ma any 
more, she would be in Switzerland 
in a week’s time! 

That I suspect was the sophisti¬ 
cated reaction to the electin')* — all 
right, she had won, but so ljaijl 
many landlord’s wives, all over 
India, and so what? They wont to 
Parliament or to the Assembly, and 
at best were active in question-time, 
or even became Deputy Ministers. 

Rn that they could he trained in 
public affairs---this was what Dr 
Roy had promised in the case of 
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theMakarihl, following an example 
set by Mahatab Babu in Oriaaa 
EVm to? It would not mean & 
change In political conditions in 
India. This, of course, is the res¬ 
ponse to stagnation. In actual feet, 
the executive results of elections in 
India are more responsive to sop¬ 
histicated predictions than the elec¬ 
torate itself. The Maharani was 
given high status in social work — 
that popular pastime of the lady- 
elite in Calcutta—as Deputy Min¬ 
ister for Jails and Social Welfare. 
She w«s seen no more jn the public 
eye of Burdwan; or at least heard 
of not at all. She was photographed 
among the group of leading Calcutta 
ladies who used to garland the 
Chief Minister annually on his 
birthday — much as Pandit Jawa- 
harial mingles with the children on 
similar occasions. Her activities as 
.representative of Burdwan are chro¬ 
nicled in the files of the Jail and 
Social Welfare Department -But in 
Burdwan, one memory of her candi¬ 
dature was heard. 


It was reported' for soma time 
that Janab Abdus Sattar who^ neg¬ 
lected by Congress as much, as the 
Maharani was built up ill the 1962 
Election, was defeated by the Com¬ 
munists in a rural constituency, and 
whose elbowing out by Narayan 
Chaudhuri is linked with the Com¬ 
munists getting toe-hold in 1952 and 
1957, wished to seek Congress 
nomination for the vacant seat. This 
meant the desire of progressive 
Congress elements to take the seat, 
and then the control of Burdwan, 
from the Atulya Ghosh group. 
Meanwhile Gurugobinda Basu has 
been unseated from his Parliament¬ 
ary seat for holding an office of 
profit without declaration. Whatever 
happens, it seems that Dr Roy’s ex¬ 
periment in grafting local aristo¬ 
cratic. traditions into popular repre- 


When 


sentaiion and thus •" blocking, the 
breaching dykes m Bangui fc«j»ideJ, 
But many questions remain. 
Politics in Burdwan is wide -open. 
Of course, in a sense it is elated, 
for many of the local Communists 
are in prison for allegedly pro- 
Chinese sympathies. Harekrishna 
Konar is not free, to cast his-weight 
in the. elections for both Parliament 
and the Legislative Assembly seat. 
Nor is Benoy Chowdhury. Congress 
has not given the nomination to 
Abdus Sattar either; They party ma¬ 
chine seems to have prevailed. One 
is left to wonder, not who will win 
the election, but in the stagnating 
feudal-commercial conditions of 
Burdwan. does any road leads to 
salvation? Burdwan is not Unique: 
nor is it the only detour in the 
labyrinth that is Bharat. 

(Concluded) 


Early this year, a cyclone passed 
through Burdwan one afternoon. It 
smashed the large trees on the 
Grand Trunk Road, uprooted tele¬ 
graph poles and blew off the roofs 
of the huts in which the poorest 
people live. The next day, looking 
at the devastation, as he peddled 
past, a rickshaw-cyclist commented 
that it had been the worst cyclone 
since 1942; dryly noted that his 
family no more had a roof of their 
own over their heads; but said 
cheerfully that there was small 
cause for worry since “one of the 
Rani Ma’s people” had been among 
people like himself the next day 
paying doles to the sufferers. The 
Rani thought of them, he said, 
though her financial disbursements 
were often misdirected. 

. . . And Its End 
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The Mnfaaranl died in late June, 
as we have said. Her last days were 
troubled by a suit in which she and 
tor sons were embroiled regarding 
disturbances alleged to have been 
created in her name against some 
of tor tenants in Calcutta — shades 
of zomindari feeling in urbanised 
Calcutta. She died before the suit 
was settled. In Burdwan University, 
at least, loyal references were made 
to the high social standing and the 
desire for social work of the Badhu- 
rani, daughter-in-law (of Bijoy 
Ghand Mahatab). 
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Capital and Labour Inputs in Agriculture 

Har Pal Singh 


Capital and labour, jar jnom being competitive and mutually replacing, are. at the present stage of 
development of our agriculture, highly complementary. 

The data collected by the Farm Management Studies shout that generally with an increase in capi¬ 
tal input, labour input also increases. 

In the absence of matching capital input, even abundant family labour, which has little or no 
opportunity cost, is withheld from employment on the farms. 


JN underdeveloped countries, sfnd 
particularly in tly farm sector. 

> there exists a high degree of com¬ 
plementarity between different re¬ 
sources. The striking complementa¬ 
rity between irrigation and ferti¬ 
lizers, and better farm manage¬ 
ment and superior cultural practi¬ 
ces are well known. Perhaps there 
could not be a better instance of 
the recognition of this crucial rela¬ 
tionship than the Intensive Agricul¬ 
tural District Programme (com¬ 
monly known as the package- 
programme) whose underlying 
assumption is that a package of 
inputs will give more output than 
the sum total of output resulting 
from the use of these individual 
inputs. 

* ve 

Serious Implications 

The implications of this relation¬ 
ship for the development of agri¬ 
culture during the early stages of 
growth, when the full complement 
of resources are not available, are 
serious indeed. The abundance of 
certain inputs like the, labour, the 
relative scarcity of some others 
like capital normally results i’n low 
marginal productivity of the abun¬ 
dant resources. The result is 
either the use of abundant resour¬ 
ces at a very low and even zero 
level of marginal productivity or 
withholding of these resources from 
the process of production. Con¬ 
fining ourselves to only labour and 
capital inputs it is suggested here 
that in a given technological con- 
-text and in a short span of time, 
capital inputs, the scarce comple¬ 
mentary resource, influence the 
extent to which the available 
abundant labour resource can go 
into the production process. In 
such a situation the impact of in¬ 
creasing the input of scarce capital 
resources will be direct by contri¬ 
buting to increased production by 


itself and indirect through raising 
the marginal productivity of labour, 
the abundant resource and thereby 
stimulating the diversion of idle 
labour from leisure to production. 

High Correlation 

Professor John W Meilor has 
mentioned the case of Japan, where 
the labour inputs per acre are 3} 
times larger than in comparable 
types of farming in West Bengal. 
Ample labour i 9 available on West 
Bengal Farms; it simply does not 
enter the process of production 
presumably because of its low mar¬ 
ginal productivity. 1 The Farm 
Management studies conducted in 
Punjab. M P, U P, West Bengal. 
Maharashtra and other States pro¬ 
vide evidence of a positive corre¬ 
lation between capital and labour 
inputs. With an increase in inputs, 
labour inputs increase and with a 
decrease, labour inputs also dec¬ 
rease in sympathy. Generally speak¬ 
ing, capital inputs decrease with 
an increase in the size of holdings, 
and so also labour inputs. In West 
Bengal the coefficient of correlation 
between capital and labour inputs 
in Hoogly district was as high as 
+. 93. ■ Punjab and the districts of 
Ahmednagar and Nasik show equal¬ 
ly high coefficients of correlation 
between capital and labour inputs. 

When Capital Stimulates Labour 

This relationship will hold true, 
however, when all available labour 
resources have not been put into 
production process leaving little to 


be influenced by capital resources 
arid whep the level of technology 
on all t})e farms where the Coeffi¬ 
cient of correlation between capi¬ 
tal and labour inputs is studied is 
the same. For different levels of 
farm-technology, the relationship 
between capital and labour will be 
‘inverse’, i e, with growing invest¬ 
ment of capital labour inputs will 
decrease because of the substitu¬ 
tion of the former for the latter. 
Actually in some oases, the same 
level of capita] inputs may be 
accompanied by lower inputs of 
labour, due to a change in quality 
and efficiency of capital. The 
Farm Management Studies, which 
have been analysed, satisfy both 
the assumptions of the availablility 
of idle labour and comparative uni¬ 
formity of technology in use on 
the farms. In these conditions, 
far from replacing labour, capital 
stimulates its use on the farm. 

Types of Capital 

Capital is a heterogeneous con¬ 
cept- It includes fixed and tradi¬ 
tionally available forms of inputs 
as well as circulating or ntfn-tradi- 
tional and new types of inputs- 4 
Table 1 shows the coefficient of 
correlation between these two types 
of capital inputs and labour inputs. 
The table shows a very high degree 
of co-variation between capital and 
labour inputs- The coefficient of 
correlation is higher between non- 
traditional capital inputs and labour, 
than between traditional capital in¬ 
puts and labour. This difference 


Table 1 s Coefficient of Correlation between Traditional and Non-Traditional 

Capital and Labour 

Non -Trad it ional Capital Traditional Capital 

Region Different Different Size' Different different Size 

Crops of Holdings Crops of Holdings 

Punjab 3 !') + .94 + 95 + .77 + ’i$6 

Ahmednagar a <H) + .95 + .96 ■+- .89 + .73 
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holds true even when the catego¬ 
ries of inputs are observed for 
different crops and different size of 
holdings. The relatively lower co- 
variance between traditional capital 
inputs and labour is perhaps due 
to their indivisibility and the re¬ 
sultant over-allotment of some of 
them. 


Thp input of labour days varies 
widely among different cro]>s and 
on different sizes of farms in close 
association with capital inputs. 
Abunda'nt labour resource went un¬ 
utilized in all the three regions as 
shown in Tables 2, 3 and 4. The 
tables suggest that a substantial 
proportion of farm family labour 
remained unemployed, withheld 
from entering the process of pro¬ 
duction presumably due to its low 

Table 2 : Employment of Family 
Members 


Im-S 
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Ahmednagar 77.23 26.71 


Table 4 : Extent of Unemployment, 
Unproductive and Productive 
(Family) Labour in West Bengal 

Unproductive Unemployed Productive 
Labour Labour Labour 


35.3 33.7 31.0 
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marginal productivity. (which re¬ 
sulted in opting for leisure) in 
the absence of scarce non-tradi- 
tional and traditional capital re¬ 
sources in matching quantities. 

Not Competitive 

The implications of our analysis 
are that capital inputs, particularly 
of the non-traditional nature not¬ 
ably fertilizer, etc, determine to a 
large extent the actual input of 
available family labour. At a given 
time, fuller utilization of labour 
will depend on the availability of 
scarce capital resources. Lack of 
a pair of bullocks, to give an ex¬ 
ample, will withhold inputs of family 
labour, even if it is abundant and 
has no or little opportunity cost. 
C H Hanuinaniha Rao, in his paper 
"Wage Profit Relations in Agricul¬ 
ture" (The Economic Weekly, 
September 21, 1963) says: “Some 
scope for increasing profits in the 
region may still lie in increasing 
tlie average per acre input of ferti¬ 
lizers, which may result in lowering 
the relative share of wages"’ (pre¬ 
sumably in total profit). Indirectly 
he concedes that the employment 
of wage labour is conditional on 
inputs of fertilizers. Going one 
step further, the relationship ana¬ 
lysed above shows that pven abun¬ 
dant family labour, not to speak of 
wage labour, will be withheld in 
the absence of matching scarce 
capital resources. Capital and 
labour, (therefore, far from being 
competitive and mutually replacing, 
are at this stage of development 
highly complementary. 


Table 3 : Average Annual Employment of n Permanent Farm Worker* 


Holding Size 

Crop 

Exchange 

Hired 

Social and 

Tending 

Total 

Groups (Acres) 

Pro- 

or 

Out 

Family 

of 


duction 

Gratis 


Affairs 

Cattle 


0-5 

91.6 

15.1 

4.3 

19.7 

107.5 

230.2 

5-10 

114.8 

7.6 

1.1 

25.2 

96 7 

245.4 

10-20 

144.4 

6.6 

1.1 

25.7 

103.3 

281.1 

20-50 

172.6 

5.1 

0.1 

28.0 

105.1 

311.1 

50 and above 

28.37 

2.3 

— 

12.7 

HG.4 

445.3 

Total 

150.1 

6.5 

0.8 

26.0 

103.8 

287.2 


* Permanent farm workers Include family adutt men labourers and perma¬ 
nent hired workers. 
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1 MeUc*. John W, “Development in 
Low-Income Countries”, Journal of 
Fann Economics, The American 
Farm of Economics Association, 
Vo! XLIV, No 3, August 1962, 
Page 703. 

2 “Studies in the Economies of Farm 
Management”, West Bengal. Re¬ 
port 1953-56. 

a (•) “Studies in the Economies of 
Farm Management," Punjab, Re¬ 
port 1955-56. 

(ii) “Studies in the Economies of 
Farm Management”, Bombay, Re¬ 
port 1955-56. 

4 Non-traditional capital input in¬ 
cludes the value of bullock labour, 
fertilizer, implements, irrigation, 
manure, etc. Traditional inputs 
include the seed, and reyenue, 
other cesses rent paid, and rental 
value of owned land, etc. 


New Fertiliser Process 

4 PROCESS adapted and perfert- 
ed by fertilizers and Chemicals, 
Lravancore, for double utilisation of 
sulphur in the production of ammo¬ 
nium fertilizers was warmly com¬ 
mended at the F.CAFE Fertilisers 
Conference at Trombay. 

The FCAFE region except per¬ 
haps for Japan, is short of sulphur, 
and all sulphur requirements have 
to be met from imports. The usual 
procedure is to produce sulphuric 
acid from imported sulphur which 
is then converted into a fertilizer 
like ammonium sulphate. 

In the process perfected by FACT, 
the same quantity of sulphur is used 
twice by the ingenious device of 
first using the sulphuric acid to 
make phosphoric acid, which is 
then converted into ammonium 
phosphate with ammonia. The re¬ 
sultant gypsum (calcium sulphate) 
is again used to produce ammo¬ 
nium sulphate. Thus the same sul¬ 
phur is used for making two sepa¬ 
rate fertilizers. 

FACT has taken this economic 
double utilisation even one step 
further. After ammonium sulphate is 
made, calcium carbonate is obtain¬ 
ed as a residue which is now pro¬ 
posed to be utilised for the manu¬ 
facture of cement by Travoncore 
Cement, which is putting up a 
plant for this purpose. 
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Under• Developed Non-Alignment Or ... 

Romeah Thapar 

The debate in India on, non-alignment, sparked by the Chinese aggression, has become relevant for 
ail non-aligned countries- 

From it are bound to emerge more practical, hard-headed foreign policy concepts linked to the eco¬ 
nomic arid social needs of the developing nations. 

It is for all those who value the spirit of non-alignment to encourage this debate, to participate in 
it with sympathy and to project it to sections hitherto unuffected by it. 

Then we wilt no longer speak of under-developed non-alignment. 


I T is one of the ironies of our 
situation that we begin to de¬ 
bate thoroughly the fundamentals 
of our political and economic be¬ 
lief only when they are menaced 
by the onrush of unexpected events. 
Such a reassessment was sparked 
by China’s attack on India in Octo¬ 
ber 1962 — that extraordinarily 
adventurist act which struck a grie¬ 
vous blow at Asian solidarity and 
which was sought to be justified on 
the plea that the Government of 
Jawaharlal Nphru had refused to 
accept the slow Chinese penetra¬ 
tion of borderlands long considered 
to be part of the Indian sub-conti¬ 
nent No one —- except, perhaps, 
the psychopathic anti-communist — 
expected a communist power to 
behave in this manner against an 
uncommitted nation. In a flash 
the policy of non-alignment enun¬ 
ciated by India was under severe 
trial. 

New Urgency 

This debate also assumes a new 
urgency ns a result of the foul 
murder of President Kennedy who, 
in just over two years, managed 
with remarkable success to alter 
the sectarian attitudes of his coun¬ 
trymen to the appeals of the non- 
aligned. bn this way- he was able 
to prepare the way for the detente 
with the Soviet Union despite the 
contrary pressures exerted by Pek¬ 
ing. 

Today, a relapse into the old 
attitudes is possible in both the 
USSR and the USA, although it 
will be difficult to wipe out alto¬ 
gether the impact of the Khrush- 
chev-KCnnedy dialogues. This is a 
challenging situation in which the 
non-aligned powers can play a deci¬ 
sive. consolidating role. Each of 
thesei nations, to be effective, must 
begin the re-assessment In India, 
tbit re-assessment has at last started. 


There is little poipt in tracing 
the remarkably cynical way in 
which many protagonists of non- 
alignment within the ruling party 
in India were prepared to abandon 
the concept and to declare that 
‘the situation has changed’, This 
ideological collapse at both official 
and non-official levels, reflected in 
a panicky swing towards commit¬ 
ment even at the cost of abandoning 
the tactically vital support of the 
Soviet Union, rudely shocked the 
non-aligned friends of India in 
Asia, Africa and Arabia. 

The Sue* Analogy 
Rut even today, a year after the 
tragic events of October 1962. when 
the policy of 'non-alignment is again 
being stressed, no sustained effort 
has been made to probe its viabi¬ 
lity in the kind of conditions which 
confronted India during the Chi¬ 
nese push into Indian territory. 

To advance the example of Nas¬ 
ser’s Egypt at the time of the Suez 
Crisis, as sonic did with consider¬ 
able impact during the Sino-lndian 
collision, is not enough. True, in 
both the Egyptian and Indian situ¬ 
ations. junior partners of the op¬ 
posed blocs were involved and had 
acted against the wishes of their 
dominant partners. But the attempt 
to draw parallels between the con¬ 
frontations was rather mechanical; 
India and China, both potential big 
powers, were not fundamentally 
hostile and the political ramifica¬ 
tions of their collision were qualita¬ 
tively of a different kind- 

However, even the crisis in which 
India found herself, militarily out¬ 
gunned and out-numbered by a 
neighbour who was believed to have 
abandoned war as a method of 
settling minor territorial disputes, 
could have been resolved if the 
full implications of a policy of 
non-alignment for an under-develop¬ 


ed country had been understood 
and acted upon. And if these im¬ 
plications had always been under¬ 
stood. no crisis would have deve¬ 
loped. Let me try to explain. 
Why Non-Alignment? 

To begin with, it might be use¬ 
ful to comprehend the major moti¬ 
vations behind the policy of non- 
alignment. It was not something 
born in a distant past or inspired 
by the practices of antiquity as 
suggested by some Indian theorists. 
Non-alignment was the skilful, cal¬ 
culated answer of a very large sec¬ 
tion of the two-thirds of mankind 
who, rising from colonial bondage 
into freedom after the second world 
war, faced the demand that they 
take sides in the battle of the blocs, 
in the cold war. It was 'not only 
a passionate desire for peace which 
dictated the acceptance of non-in¬ 
volvement, but a dogged determi¬ 
nation not to be contaminated by 
the respective ideological aberra¬ 
tions of the two blocs, aberrations 
based on the denial of either eco¬ 
nomic or political rights. Positi¬ 
vely, the newly-freed sought to 
evolve social structures which 
would fuse the economic egalitaria¬ 
nism of the socialist-communist 
world with the humanistic and 
liberal traditions of ‘capitalist’ 
societies in the West 

This task, formidable even for 
the most advanced societies, was 
made immensely complicated in 
the under-developed world because 
political democracy was preceding 
economic growth. Almost inevit¬ 
ably. the democratic apparatus 
collapsed under the weight of tri¬ 
bal, revivalist, chauvinist and na¬ 
tionalist pressures. Only i'n certain 
parts of Asia, notably in India, was 
it possible to discern a still con¬ 
scious movement for economic ega¬ 
litarianism coupled with a huraa- 
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nistic and liber a 1 striving. But wen 
‘ in these parts, the policy of non- 
alignment became confined increas¬ 
ingly to the realm of inter-national 
affairs; its earlier relationship to 
domestic policies was soon for- 
gotten. Significantly, Africa and 

■, Arabia are bIso beginning to wit¬ 
ness this one-sided development of 
non-alignment because the lessons 
of the past, and particularly of the 
India-China collision, are not fully 
’ grasped. 

India’s ‘Sueecs* 81017’ 

India, under the leadership of 
Jawaharla! Nehru, rightly came to 
be regarded as the foremost ex¬ 
ponent of the non-aligned position. 
Her policies in the international 
field were an effective combination 
of a sustained and positive asser¬ 
tion in favour of peaceful initia¬ 
tives to lessen cold war tensions 
together with a hard-hitting espou¬ 
sal of anti-colonialist positions 
This ‘mixture’ gave India a moral 
stature and prestige out of propor¬ 
tion to her actual influence in inter¬ 
national policy-making In a world 
increasingly obsessed by the cold 
war, Jawaharla! Nehru became for 
the enlightened in the committed 
nations the fearless Standard-bearer 
of man’s noblest aspirations. 

His domestic postures also won 
acclaim, for they constituted a re¬ 
futation of the theory that Asians 
were, incapable of ■ nurturing the 
democratic process; the millions of 
India began to conduct themselves 
with a decorum which startled even 
the British who had departed. A 
comparison with neighbouring Pak¬ 
istan, which until only yesterday 
was part of India, was more than 
flattering. And, over the years, 
India became increasingly a cata¬ 
lytic rallying point for the newly- 
freed. If there was criticism, it 
* was only because India sometimes 
failed to live up to' the high stand¬ 
ards set by her admirers — as 
happened so strikingly over the 
much-misunderstood Goa develop¬ 
ments. 

As is so often the case, only a 
few were able to detach themselves 
.from India's ‘success story’ and to 
detect the developing threat to the 
policies popularised by Prime 
Minister Nehru, This threat lay in 
the field of economics. Over the 

. years, despite talk of building a 
‘socialistic pattern of society’, the 
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S ing political elite - in India had 
n increasingly tempted to skirt 
the class-tensions and cleavages 
(which would result from any- rate, 
of growth near or higher than 5 
per cent) by exploiting the possi¬ 
bility of mobilising foreign aid 
from both blocs- The international 
situation, with its heavy emphasis 
on bloc competition, was particu¬ 
larly favourable f<jr this kind of 
activity —and India had the poli¬ 
tical and economic sophistication 
■ to embark on it without damaging 
her national dignity pr sovereignty. 

■ Admittedly, no sizeable advance 
can take place in an underdevelop¬ 
ed economy without some sustained 
foreign aid. But this foreign aid 
must be of the right sort and con¬ 
ditioned primarily by the. needs of 
the receiving country. By and 
large India was able to obtain this 
kind of aid through a subtle stress 
on the need that both blocs had 
for her support atid goodwill, an 
attitude for which sometimes she 
has been accused of political oppor¬ 
tunism. However, short-sightedly, 
the development of the heavy in¬ 
dustrial sector which should have 
taken place in the course of the 
First Five-Year Plan (1951-56) was 
initiated belatedly during the Second 
Plan (1956-62). 

Misuse of Foreign Aid 
In other words, foreign aid was 
made to serve only a part of 
India’* vital needs; the still-domi¬ 
nant private sector of the economy 
made planned development and 
foreign aid subservient to its profit 
motive, diverting funds from funda¬ 
mental development to non-priority 
consumer production. This trend, 
noticeable towards the middle of 
the Second Plan became more ac¬ 
centuated as the Third Plan 
(1962-67) was launched. Neverthe¬ 
less, India’s comparative prosperity 
among under-developed countries, 
and the sharpness of the right-wing 
attack on ‘doctrinaire planning’, 
prevented a correction of the grow¬ 
ing shift towards non-essential, pro- 
fit-orie'nted production- China’s 
limited invasion, however, was able 
to highlight what had been well- 
known among independent econo¬ 
mists and observers. 

It became clear that, despite a 
long period of uninterrupted plan¬ 
ning, India’s ‘mixed economy’ was 
unable to sustain a.combined effort 
for both defence and development, 
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that rmmive militafy gad endtaftmc 
aid would have to be mobilised 
from foreign sources, and that 
questions of sovereignty might well 
have to be loosely interpreted until 
such time as the nation Could dis¬ 
cipline itself to meet the new 
challenges spawned by the aggres¬ 
sive Chinese presence along the 
northern border. Indeed, if it were 
possible accurately to “take a read¬ 
ing’ of national moods, then it 
would have been seen that thinking 
India in October-November 1962, 
with the exception only of a tiny 
group of Nehruists, was demanding 
a full commitment to the so-called 
anti-communist West as the only 
guarantee of survival. Fortunately, a 
combination of circumstances helped 
that tiny group of Nehruists to pre¬ 
vent a full retreat into commitment, 
but they also realised that the policy 
of non-alignment would have to be 
re-structured and re-linked to the 
domestic, economic and social 
programme if it was to remain re¬ 
levant and dynamic in the situa¬ 
tion now unfolding. 

Intellectual Bankruptcy 

But there was more to this pro¬ 
blem than we at first imagined. 
Efforts on the part of some of our 
forward-looking policy planners fai¬ 
led to find a proper ratio of spend¬ 
ing between defence and develop¬ 
ment which would serve our "na¬ 
tional interests and also extend the 
gains of fifteen years of planned 
economic growth through the com¬ 
plicated processes of democratic 
functioning. Political parties soon 
despaired of finding the elusive 
ratio. 

Indeed, several economists, 
hitherto described as enlightened, 
were tempted to play with the idea 
that the China-India-Pakistan ten¬ 
sion could be made to release forces 
which might ensure a rising rate 
of economic growth ! This dange¬ 
rous thinking, together with the 
rise of Hindu revivalism in various 
fascist forms, underlined the bank¬ 
ruptcy of the Indian intellectual 
following the essentially minor 
military set-back in the north-west 
and the north-east, in Ladakh and 

NEFA. 

Even as political and military 
pressure was mounted for a mas¬ 
sive build-up against China, and 
there was talk of possible collusion 
between Pakistan and China, it be- 
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v. curie tltu that. aaiew this rapid 
drift %nto* futile nipfencfe spending 
was .hatted"India would over the 
• years do irreparable damage to her 
economy and destroy the prospects 
erf democratic 1 growth. We were 
also conscious of die rise to power 
of, military machines in Asia, and 
y .their appetite for concordats with 
suspect ‘defensive* alliances. 

, v Slowly, too slowly, the truth was 
reluctantly accepted that we would 
have _ to evolve a different, but 
• - effective, kind of answer to aggres¬ 
sive, neighbours if we wished to 
preserve our non-aligned position. 
Fifteen years of comparative secu¬ 
rity and the rather idealistic ac- 
] ceptance of the principles of co¬ 
existence bad made, the Indian mind 
/ sluggish. 

New Thinking Sparked by 
Foreigners 

Interestingly enough, it was for¬ 
eign specialist opinion which en¬ 
couraged the new thinking. Terri¬ 
fied at the prospect of a continuing 
military involvement between India 
and China which might became the 
", basis for international conflict, 
aware of the need to preserve the 
economic and political stability of 
India at a time when a significant 
disengagement was taking place 
between the USSR and the USA, 
determined to do nothing which 
might extinguish the democratic 
experiment in India, the western 
policy-makers were persuaded to 
advise the Nehru government to 
avoid a massive and wasteful mili¬ 
tary commitment against China. 

They argued that an alert India, 
with a compact, well-equipped and 
properly-trained army and air 
force (not very much, larger than 
at present) a'rud able to deploy 
this force rapidly to any point 
1 along the Himalayas, could guaran¬ 
tee an internationally-recognised 
-frontier and deter the Chinese from 
any future adventurism, 

Inherent in this argument was the 
, theory that whereas it is possible to 
defend ourselves effectively at little 
cost, the expense of a war against 
China to recover lost territories 
would be prohibitive and self-destr¬ 
uctive; moreover, it would be de- 
. pounced by a majoriy Of powers as 
a threat to international peace. The 
' rationale of the argument appealed 


/'to ap India'fn a cruel dilemma 
over thb contrary pulls of defence 
an^l development. - 

The Soviet Union, helpless witness 
of China’s assault on. her Indian 
friend and ally, also warned against 
those ,who talked of arming to the 
teeth — an attitude which is Jea¬ 
lously maintained despite the breach 
with China. To help resolve the di- 
- lemma over defence and develop¬ 
ment, Khrushchev offered to step up 
economic aid for vital projects and 
even indicated that military supplies 
would be available; the Soviet 
Union also persuaded a number of 
communist countries — particularly 
Poland, Czechoslovakia and Yugos¬ 
lavia — to assist India militarily. 
This tangible support from art un- 
exected quarter, support which the 
politician wedtfed to non-alignment 
saw as the, vindication of his stand 
and a re-strengthening of' his bar¬ 
gaining position vis-a-vis the West, 
had the effect, certainly not intend¬ 
ed by Khrushchev, of blunting the 
<rfTort to forge an independent foreign 
policy for an under-developed India. 

Unimpressive New Image 

But events were moving rapidly, 
and the sharpening in the thinking 
process which had earlier, taken 
place soon asserted itself as the 
new image of India appeared to 
Suggest a helpless'figure propped up 
by a number of powers who were 
■ motivated by their selfish interest. 
A socialist leader, known for his anji- 
Nehru .postures, described the foreign 
policy of non-alignment as based on 
‘alternate slavery’ to the USA and 
the U S S R. The afmy staff, hyper¬ 
sensitive over the denial of equip¬ 
ment in the past which had made 
them impotent in the face of a Chi¬ 
nese atack, ridiculed the idea of 
building strength on the left-over 
military hardware of both the blocs. 
Politicians of various persuasions, 
now able to take note of the dangers 
inherent in military commitment to 
either of the blocs or to both, also 
began to demand a policy of self- 
sufficiency in defence based on the 
concept of a limited and effective 
deterrent. At the moment, wc are 
at this stage of diffused consciousness. 
But if there is to be a brdak-th rough, 
to clarity, it cannot be long delayed. 

, For an under-developed economy, 
self-sufficiency in defence to support 
«n independent foreign policy of 


nofi-altptmect dictates a rapid f 
pafiaion of the public sector'or in¬ 
dustry. Whereas oa the surface* a 
statement of this kind sounds mty 
chanical it wiij be jeen tl)at the 
creation of an industry to suppqit 
the defence effort cannot be entrus- I 
ted to the indigenous private sector 
for thte simple reason that this sector 
wpuh} be compelled to rely on forei¬ 
gn collaboration to deliver the 
goods and in the process of collabo¬ 
ration would succumb to 'the always 
more powerful foreign partner. The t 
public sector, . government 1 fed, 
would also seek foreign collaboration, 

' but it is in a distinctly more favou¬ 
rable position to discipline the fo¬ 
reign collaborator and to ensure 
national sovereignty should it be 
threatened. In any case, the demo¬ 
cratic pressures in India would per- . 
mit only public development for ■ 
defence. This fact,' together with 
the deep and widespread conviction 1 
that private enterprise must not en¬ 
croach into tjie armaments field, 
determines the pattern of develop-, 
ment once the country is embgrked 
upon a limited defence programme 
to reinforce an independent foreign. 
policy of non-alignment. 

t I ‘ 

Foreijrn-Damlnated Private Sector. 

In other words, the effort tp pre- ' 
serve a sovereign non-aligned posi- ‘ 
tion in the situation projected by 
the clash along the'Himalayas can 
have a tremendously revolutionary 
impact on the formulation of India’s ‘ 
economic policies: A growth of (ho 
public sector, to sustain and no.u-- 
rjsh norrp&l peace-tinie development,' - 
and now also a limited defence sys¬ 
tem independent bf the blocs, forces 
the pace of socialism in our under¬ 
developed economy. This prospect . 
is quite clearly seen by the organis- 
ed private sector which agitates for < 
‘a full and ungrudging military com- 
mitment to the West as the only 
possible way of avoiding ‘ ‘socialist 
thraldom’ at home. This realisation 
is not as clear to, or is conveniently 
ignored by, political circles, which ^ 
declare themselves to be socialist' 
but are fearful of the polarising. , 
effect of such policies on, their amorj, 
phous, untutored following. 

The desparate attempt to nm ■ 
away from this brutal fact is'seen in 
the effort to encourage foreign in¬ 
vestor*. to enter Ihdia in sectors 
hitherto denied them while the pubj 
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lie sector concentrates on arma¬ 
ment*. In this way, it is believed 
the ^inevitability’ of the drift to so¬ 
cialism can be disproved. But, again, 
thinking elements point to the poli¬ 
tical repercussions which will follow 
the growth of a foreign-dominated 
private sector; there can be no de¬ 
nying that it will devote its ener¬ 
gies to modifying those policies of 
the Government of India disapprov¬ 
ed by it, and it will have the money 
and influence to do so. In other 
words, the more one studies the 
question of securing the policy of 
non-alignment in the setting of an 
under-developed country like India, 
the stronger the conviction that the 
public sector will have to take over 
what Prime Minister Nehru used to 
call the ‘commanding heights’ of 
the economy. 

We have seen how it is possible 
to reconcile the contradictory de¬ 
mands of defence and development 
given a fairly coherent and wide¬ 
spread understanding on the viabi¬ 
lity of a policy of a limited deter¬ 
rent, and how this kind of rational 
approach permits a further consoli¬ 
dation of the concept of non-align¬ 
ment for an under-developed or de¬ 
veloping country, but this implies 
more than just a few crucial shifts 
in economic and political emphasis. 
Too long have the under-developed 
nations of Asia and Africa been 
content to see non-alignment mere¬ 
ly as a large envelope which enclo¬ 
ses a mass of anti-colonialist aspira¬ 
tions. Now, an increasingly positive 
and constructive direction has to be 
given to the concept if the non-align¬ 
ed nations desire that their special 
role in international affairs should 
assist the disengagement between 
the still-opposed blocs, strengthen 
the defences of peace among the 
nations and redress the imbalances 
between the rich and poor nations. 
And this can be done only if the 
non-aligned nations reorganise rela¬ 
tions among themselves to serve 
their purposes better. 

What is involved in this reor¬ 
ganisation? 

First, we have to realise that mere 
co-existence is not enough within 
and without the non-aligned world; 
it must be replaced by an organis¬ 
ed programme of oo-discovery at 
every level which Will puncture 
accepted dogmas now standing 
way of ideological growth. 


Second, and following from the 
first, we have to direct our concen¬ 
trated attention to the economic and 
social relations between our coun¬ 
tries which have been neglected al¬ 
though they alone provide the foun¬ 
dation for sustained co-operative en¬ 
deavour; in other words, there is 
no reason why it is not possible 
within the non-aligned world to 
tackle many of the economic prob¬ 
lems which hitherto we have attemp¬ 
ted to surmount with assistance 
from the committed world. 

Permanent Machinery for the 
Non-Aligned 

Third , we should discipline our¬ 
selves so that we do not become en¬ 
meshed in artificial controversies 
and tensions rooted in national 
chauvinism; these aberrations tax 
the limited energy of the non-align¬ 
ed world and blunt the struggle of 
the people for a better life, a truth 
sharply highlighted by the India- 
China collision. 

Fourth, the realisation has to be 
spread that broadly the interests of 
the non-aligned and under-develop¬ 
ed are best served by the mobilisa¬ 
tion of the forces for peace and the 
defence of the United Nations and 
the expansion of its agencies, parti¬ 
cularly those which attempt to re¬ 
duce the gulf between the rich and 
the poor nations. 

And, fifth, an attempt must now 
be made to establish a permanent 
machinery to tackle the alarums and 
eruptions within the non-aligned 
world, a machinery which will insu¬ 
late the area from the pressures of 
the committed. 

This programme of reorganisa¬ 
tion will have to be undertaken at 
a time when not only the hostile 
blocs are themselves undergoing 
deep transformations sparked by 
the clash of national interests, but 
when the non-aligned world, large¬ 
ly a world of small countries, is 
likely to see the emergence of larger 
and fewer power units — eg, Great¬ 
er Indonesia or Maphilindo, a big¬ 
ger U A R or an Arab Federation, 
a giant Ghana or a West African 
Federation and an East African 
Union, and so on. These new group¬ 
ings might well attempt to tilt the 
balance of world forces this way and 
that to help the advancement of 
their respective interests. In other 
words, we must keep these perspec¬ 


tives in view as we Attempt to .re¬ 
organise our relations, to dissolve 
the warring postures of the existing 
blocs and to dear the way for 
healthy, meaningful dialogues be¬ 
tween them; 

We are today entering a remark¬ 
ably flexible period in international 
relations, seriously complicated by 
President Kennedy’s assassination. 
In such a situation, when the rights 
and wrongs of various policies may 
well be hidden under many layers 
of contradictory and equally per¬ 
suasive arguments, a policy of non- 
alignment cannot be applied mecha¬ 
nically and without perspective, 
nation-wise and region-wise. This 
fact will place heavy strains on the 
leadership of the under-developed 
world unless it is able to establish 
a structure of research and consul¬ 
tation to support its policy-making. 
It is an aspect which has been tho¬ 
roughly neglected in the past, reli¬ 
ance being placed on the ‘hunches’ 
of charismatic leaders. To continue 
to neglect it is to invite disastrous 
setbacks. 

And, so, the. debate on non-align¬ 
ment sparked by China’s assault on 
India has become largely relevant 
for all non-aligned countries. From 
it axe bound to emerge more practi¬ 
cal, hard-headed foreign policy 
concepts linked to the economic and 
social needs of the under-developed 
or developing nations. It is for ail 
enlightened people, who value the 
spirit behind non-aligned policies, 
to encourage this debate, to partici¬ 
pate in it with sympathy and to pro¬ 
ject it to those sections so far un¬ 
affected by it. Then we will mo 
longer speak of under-developed 
non-alignment. 


Non-Receipt of Copies 

Subscriber* are requested to 
inform us regarding non-receipt 
of their copies within a fort¬ 
night of the date of publica¬ 
tion. It will not be possible to 
replace a missing issue, free 
of cost, unless timely intima¬ 
tion is given. 

Complaint* can be attended to 
promptly if subscribers kindly 
remember to mention their 
subscription number. 
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Life Insurance Corporation of India 

Statement by the Chairman, Shri B K Kaul, ICS 


The following is the statement 
made by Shri B K Kaul, Chair¬ 
man, at the Ninetieth Meeting of 
the Life Insurance Corporation of 
India held in Bombay on November 
25, 1963: 

The draft of the Annual Report 
and the Statement of Accounts for 
the period 1st January 1962 to 31st 
March 1963 have been circulated 
and are now before us for our con¬ 
sideration. 

New Business 

During the accounting period our 
new business amounted to Rs. 746 
crores under 17.68 lakhs policies 
as against Rs. 609 crores under 
14.70 lakhs policies in the year 
1961. At the present accounting 
period comprised of 15 months as 
against 12 months in the previous 
year, a direct comparison of the 
figures is not possible. However, 
the new business performance dur¬ 
ing the accounting period may be 
evaluated by a comparison of the 
business completed during the year 
1st April 1962 to 31st March 1963 
with that completed in the year 1st 
April 1961 to 31st March 1962. 
In that year the Corporation com¬ 
pleted a business of Rs. 617 crores; 
and now for the 12 months period 
1st April 1962 to 31st March 1963, 
it has completed a new business of 
Rs. 708 crores. The progress may 
be considered satisfactory. 

It is gratifying to note that as 
many as 12.22 lakhs policies issued 
during the accounting period were 
taken by persons who were insur¬ 
ing for the first time. This shows 
the growing insurance consciousness 
amongst our people and also the 
effort made by our field force to 
spread the message of insurance to 
people who had not so far availed 
of this benefit. 

' Rural Development 

Out of the total new policies, as 
many as 6.77 lakhs policies assuring 
Rs. 233.45 crores were issued to 
people in rural areas. Thus, about 
two-fifths of our total policies and 
about one-third of the total sums 
assured were written in the rural 
areas. 


As a result of a recent amend¬ 
ment to the Insurance Rules 1939, 
it will now be possible lor us to 
appoint Cooperative Societies and 
Panchayats as our agents. Depend¬ 
ing upon the co-operation that we 
can get from this source this should 
give a fillip to rural business. 

The main difficulty in regard to 
rural business is lack of facilities 
for collection of premiums. We 
had launched early in 1962 a pilot 
scheme in the Jaipur District of 
Rajasthan for collection of premiums 
through post offices. Efforts are be¬ 
ing made to extend this scheme to 
other areas, where no collection 
facilities are available, in consulta¬ 
tion with the postal authorities. We 
have also made arrangements with 
the Government of Madhya Pradesh 
for Block Development Offices to 
collect life insurance premiums at 
their headquarters. 

We now have an office in each of 
253 out of the 312 districts and in 
5 out of the 11 Union Territories 
in India. In 1963-64, we proposed 
to open offices in 2 more districts. 
Besides these offices, we have deve¬ 
lopment centres in 27 of the remain¬ 
ing districts and in one of the re¬ 
maining Union Territories. We are 
proposing to open 16 Branches and 
sub-offices during 1963-64. Our 
organisation is now spread fairly 
wide in the country. 

Non-Medical Business 

Paucity of medical examiners for 
conducting medicai examination of 
the lives to be assured in rural areas 
has always been a difficulty in ex¬ 
tending our activities in the rural 
areas. This has bee.n got over to a 
large extent by a wider application 
of the non-medical scheme. 

Under the general scheme, which 
now extends throughout the coun¬ 
try, medical examination is waived 
in respect of proponents within cer¬ 
tain age groups, provided the total 
insurance on their lives does not 
exceed Rs. 2,000. Under this 
scheme, new business of Rs. 43.44 
crores under 2.87 lakhs policies was 
completed during the accounting 
period. 


Besides the general scheme, we 
are also insuring without medical 
examination special categories of 
persons in civil employment upto a 
total sum assured of Rs. 5,000 which 
limit was increased in 1961 to Rs. 
10,000 in the case of eligible per¬ 
sons whose ages at entry do not ex¬ 
ceed 30 years nearer birthday, and 
also in the case of category “A-l” 
of the commissioned officers in the 
Armed Forces. Under this scheme, 
new business of Rs. 112.23 crores 
under 4.25 lakhs policies was com¬ 
pleted during the accounting period 
bringing the total non-medical 
business to Rs. 155.67 crores under 
7.13 lakhs policies. 

Foreign Business 

The political and economic 
changes in some of the foreign 
countries where we operate have 
had their effect on the development 
of our business. Due to various rea¬ 
sons our progress in Fiji and Malay¬ 
sia has not been satisfactory, but 
in U.K. and Aden we have made 
good progress. We have been able 
to maintain our position in East 
Africa and Mauritius. Due to the 
sustained efforts of our officers and 
agents, our total foreign business 
during the accounting period came 
to Rs. 11.24 crores under 9,498 
policies as against Rs. 10.03 crores 
under 8,056 policies in the year 
1961. Special mention must be 
made of our London Branch which 
wrote during the accounting period 
a new business amounting to over 
Rs. 2 crores. 

Business in Goa 

We started transacting new busi¬ 
ness in Goa, Diu and Daman in 
1962 and up to 31st March 1963 
we issued 2451 policies assuring Rs. 
1.28 crores. Policies issued by the 
erstwhile Portuguese companies to 
Indian citizens which are now be¬ 
ing serviced by the Corporation, 
will be taken over by us after the 
Life Insurance Corporation Act is 
made applicable to these territories. 

Group Insurance and Group 
Superannuation Schemes 

During the accounting period,jitw 
business amounting to Rs.«®/9 
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«Wm was Vrittan under the Group 
Insurance .Scheme#, and under the 
Group Superannuation Schemes* 
’ life Annuities of, oyer Rs. 5 lakhs 
aid Annuity Certain of over Rs.' 1 
lakh per annum have been granted. 
This bnginesa has made considerable 
progress in the Western Countries. 
We can also write larger business 
under these schemes if we get the 
necessary support from the emplo¬ 
yers of the bigger undertakings, 

- * These schemes provide the benefits' 

' t of life insurance at cheaper rates, 

_ and with the employer contributing 
r a part of the premiums, the burden 
on the employees is further reduced. 
I am sure enlightened employers 
will come forward in larger num¬ 
bers to.make the' benefits of these 
schemes available to their employees, 

Business in Force 

The total business in force as at 
31st March 1963 was Rs 3,168 cro- 
res under' 95 lakhs policies as 
against Rs 2,737 crores under 86 
lakhs policies at the end of 1961, 
thus recording ap increase of 15.7 
per cent during the period. 

Lapse Ratio 

i The ratio of net lapses to' the 
. mean business in force was 8.1 
1 per Cent during the period 1st Janip 
* ary 1962 to 31st March 1963 as 
,, against 7 ^per cent in 1961 and 6:6 
per cent xn 1960. The tendency of 
the net lapse ratio to rise in spite 
of the efforts put in to improve the 
quality of business is disquieting. 
There is b ar d)y anything an insurer 
„ can do to prevent lapses attribut¬ 
able to factors beyond its control. 

' At the same time, efforts to improve 
the quality of business so as to 
‘ minimize lapses'attributable to new 
business of doubtful quality must 
be continued to be made; if any¬ 
thing they need to be pursued more 
vigorously. With this end in view 
-it has been recently decided that a 
fresh proposal, from any person 
-whose existing' ptilicy has lapsed 
within the preceding 3 years, would 
he entertained only if such lapsed 
policy is first revived by him for, 
which, purpose special facilities are 
,, now givtin. 

Valuations 

During the period under review 
the Ifiiird Biennial 1 Valuation of the' 

, Corporation’s, business as at 31st 
December 1961' was, completed. As 
a result thereof Rs' 32.73 crores were 
allocated to the participating poli- 
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®*oi; Dw nttes, trf xieveraiooaiy bonus 
allotted to pdbaeti issued by ’the 
Corporation^ as well- as policies 
issued by the erstwhile ' insurers, 
< were the same as those declared in 
respect of the first two valuations as 
at 31st December 1957 and 31st 
December 1959 respectively, the 
amount allocated to the Central 
Government was Rs 1.72 crores. 

Consequent upon the change in 
the accounting year of the Corpora¬ 
tion it has been decided to make 
the Fourth Valuation of the Corpo¬ 
ration’s business as at 31st March 
1963 and the same is in progress. 
It is expected that the results of this 
valuation would be available early 
in 1964, 

Mortality Investigations 

The Corporation ha* taken on 
hand a detailed investigation into 
the mortality of assured lives during 
the years 1961-64. It is proposed 
to construct a Life Table, on the 
bgsis of the experience during the 
years 1961-64 of niedically examin¬ 
ed male lives accepted at ordinary 
rates under Whole Life grid Endow¬ 
ment Assurance plans. It is also 
proposed to investigate separately 
the experience of male lives assured 
under the non-medicai scheme, and 
of the female lives assured with the 
Corporation. 

During the period under review a 
preliminary investigation into the 
mortality of assured male lives has 
been made. A Life Table based upon 
the experience during 1961 of nine 
major Integrated Head Office Units, 
accounting for about three-fourths 
of the entire business in force of 
all the insurers prior to nationalisa¬ 
tion, has been prepared and incor¬ 
porated in the Report. The results 
of this investigation confirm that 
there has been considerable improve¬ 
ment in the mortality of assured 
lives in India sinoe the publication 
of Oriental’s 1925-35 experience. 
Tlje investigation into the .mortality 
experience of lives assured with the 
Divisional Offices of the Corporation 
also confirms the same. 

, Premium Rates 

It has often been suggested that 
in view of the favourable experience 
of the Corporation, particularly in 
regard to - mortality, the premium 
rates should be reduced. 1 may men¬ 
tion in this connection that when 
most of the, insurers effected substan¬ 
tial reductions in die rates of pre¬ 



mium in' 1954 a oonmdereble part 
of the Current favourable experience 
■ with respect to mortality and infer- 
**t was anticipated ana taken into 
account. Further, in adopting in 
1956 the. premium rates of the 
“Oriental”, after further reducing 
them by Rs 1/- per thousand stun; 
assured Or 5 per emit of tbe pre¬ 
mium, whichever was less, the Cor¬ 
poration anticipated economy in ex- - 
penses. However, in view of the 
increasing pressures of inflationary 
; forces'it would be too much, to ex¬ 
pect any significant' reduction in 
expenses in the near future. * ' 

As regards the mortality basis 
underlying the premium rate# the ' 
same can be reviewed only when 
the low rates of mortality now being 
experienced are stabilised. This 
would be-known only in 1966 when 
the results of the detailed investiga¬ 
tion into tfie mortality experience 
for the years 1961-64 undertaken by 
the Corporation are expected to 
become available. 

Apart from this it is the general 
practice among insurers even in 
foreign countries not to revise fre¬ 
quently the premium rates for with 
profit policies. The general view of 
the insurers is that changes in ex¬ 
perience as regards mortality, inter¬ 
est and expenses can more equitably 
be handled under with profit poli¬ 
cies by changes in the bonus rates 
■ than by changes in the general level 
of premiums. This is particularly , 
significant when 90 per cent to 95 
per cent of the new business is gene-' 
rally under with profit plans as is 
the case in this country. Moreover; 
passing on the benefits of favourable 
experience in the form of reversion¬ 
ary bonuses to the- policy-holders 
rather than reductions in premiums 
is desirable as an, anti-inflationary 
measure. ’ „ 

Premium and other Income 

The premium for the accounting 
period amounted to Rs 150.38 cro¬ 
res against Rs 112.30 crores in the 
year 1961. 

The total income for the accoun¬ 
ting period was of the order of Rs 
185 crores as against Rs 141 crores 
in 1961. 

Life Fond, Investments and 
Total Assets 

The Corporation's life fund as . at 
31st March 1963 was Rs 720.70 cro¬ 
res registering a handsome rise of 



it* 91,94 crores after taking into ac¬ 
count the adjustments made to the 
life fund at the beginning of the 
year. 

Of the total investments in India 
Of Rs 623.64 crores the public sec¬ 
tor accounted for 76,8 per cent and 
the private sector 23.2 per cent. 
During the year, 58 new issues were 
underwritten to the extent of an 
aggregate sum of Rs 19.53 crores. 

The total assets of the Corpora¬ 
tion as at 31st March 1963 amoun¬ 
ted to Rs 785.94 crores as against 
Rs 696.31 crores at the end of the 
year 1961. The net increase in the 
assets of the Corporation, since its 
inception, amounted to Rs 371 
crores. 

Kale of Intercut 

The Income from interest, divi¬ 
dends and rents before deduction of 
income-tax rose to Rs 39.38 crores 
during the accounting period from 
Rs 27.95 crores in 1961. The gross 
rate of interest realised on the mean 
life insurance fund was -1.76 per 
cent per annum as against '1.80 per 
cent per annum during the previous 
year. 

The net rate realised also fell 
from 4.68 per cent in I960 to 4.08 
per rent during the. period. The 
marked fall in the net Tate of inter¬ 
est is mainly attributable to the fact 
that, whereas the tax refund accoun¬ 
ted for in the Revenue Account for 
the year 1961 comprised refund in 
respect of two years, in the accoun¬ 
ting period under review such tax 
refund comprised refund in respect 
of one year. Had only one year’s 
refund been received in 1961. the 
net rate of interest for that year 
would have been 4.20 per cent as 
against 4.08 per cent per annum 
during the period of 15 months end¬ 
ed 31st March 1963. 

Again, dividends on Preference or 
Ordinary Shares are generally dec¬ 
lared once a year. There are com¬ 
paratively few declarations of divi¬ 
dends during the months of Janu¬ 
ary, February and March. Thus, the 
total quantum of dividends declared 
during the period of 15 months, 
which included, besides the calen¬ 
dar year 1962, the first quartet of 
1963, was not proportionately hig¬ 
her, As a result, the yield for the 
entire period of 15 months was de¬ 
pressed. Since the annual rates of 



interest, grow as well as net, were 
derived by adjustment of the res¬ 
pective rates for the 15 months 
period, the same have shown a fall 
by comparison with the normal ac¬ 
counting period of one year. 

Expenses of Management 

The overall expense ratio of the 
Corporation for the accounting 
period is 29.3 per cent as against 
28.0 per cent in 1961. The renewal 
expense ratio, for the period is 14.13 
per cent as against 12.42 per cent 
in 1961. The increase is largely 
attributable to the addition to the 
expenses on salaries and allowances 
due to revision in the salary scales 
of employees in Classes Ilf & fV 
with effect from 1st January 1962 
as a result of the settlement with 
the two Associations representing 
these employees. 

Claims 

Claims for the accounting period 
inclusive of bonus addition amoun¬ 
ted to Rs 31.40 crores under ma¬ 
tured policies and Rs 12.56 crores 
under policies becoming claims by 
death. The total claims for the 
period amounted to Rs 43.93 crores 
ns compared with Rs 34.11 crores in 
1961. Outstanding claims as at 
■list March 1963 amounted to R.s 
13.55 crores as against Rs 13.93 
crores as at 31st December 1961. 

Building Activities 

We have on hand construction of 
a large number of buildings to 
house our offices and also for invest¬ 
ment purposes. Although the short¬ 
age of building materials has hind¬ 
ered our building activities to some 
extent, special efforts are being 
made to complete the various build¬ 
ings, at different stages of construc¬ 
tion, as early as possible. The 
housing of our offices in our build¬ 
ings would relieve the present con¬ 
gestion and would lead to more 
efficient working. Suitable plots of 
land have been, therefore, purcha¬ 
sed for our Divisional and Branch 
Office buildings at various centres. 

Mortgages 

The scheme for grant of loans on 
mortgage of immovable properties 
has been extended to 5 additional 
centres and is now in operation in 
26 cities. The revised scheme for 
grant of loans to policyholders for 


w yn .;■ .■ .V. ..?! 

November 3iQ, I9fi3 v 

construction of houses termed ‘Own 
Your Home Scheme" has since been 
finalised. It will come into opera¬ 
tion in 26 selected places in early 
1964- and will be extended to 30 
more places during the course of 
that year. This Scheme will enable 
the middle class people to own their 
homes with the help of loan facili¬ 
ties. 

I have always received sincere 
co-operation and valuable advice 
from my colleagues on the Board 
anil on the Investment Committee. 

I offer my grateful thanks to them. 

1 lake this opportunity to record my 
appreciation of the services render¬ 
ed by the officers and staff at nil 
levels. It is their services which 
have solely contributed to the fine 
results achieved by the Corporation. 
Finally, I thank all the agents who 
have done such excellent work in 
spreading the message of insurance 
to people, thereby enabling the. 
Corporation to maintain the steady 
increase in the new business. 


J K Cotton Spg & Wvg 

j ^ PROLONGED labour strike. 

loss in importing raw materials 
under the export promotion scheme, 
increased cost of production, addi¬ 
tional excise duties, dislocation in 
the working of a Unit and unsettled 
trade conditions have all contribu¬ 
ted to a sharp fall in the profits 
of J K Cotton, Spg & Wvg Mills 
during the year ended December 
31, 1962. Sales dropped from Rs 
5.17 crores to Rs 4.83 crores. Net 
profit receded sharply from Rs 
25.09 lakhs to Rs 69,748. Taking 
into account the balance of the 
previous account, the Directors 
propose to pay preference dividend 
amounting to Rs 1.38 lakhs and 
pass over the dividend on equity 
shares. 

The Mills have added during the 
year six combing machines, one 
Calico Manzle Curing machine and 
one water softening plant. The 
Mills are manufacturing defence re¬ 
quirements also. The Directors 
state that the present selling prices 
of rayon yarn are uneconomic espe¬ 
cially for a 5-ton capacity plant. 

1971 
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The Drift Continues 


?Wm 1*7V Morning 


j)ALAL STREET brat a further 
retreat last week. The retreat 
was small ami orderly and consider¬ 
ing the week’s news, the stock mar¬ 
ket could well he said to have put 
up a brave show. The sudden and 
tragic death of President Kennedy 
sent a tromour through the market 
n'nd it was felt that his exit might 
harden U S attitude towards India. 
The market’s anxiety has been 
greatly relieved by President John¬ 
son’s assurance that he would con¬ 
tinue the policies of the late Presi¬ 
dent. Bui it was in its reaction to 
the various bills introduced in the 
Lak Sabha by Shri Krishnamachari 
that the stock market has showed 
amazing calm. The market had been 
looking for fiscal concessions to 
tone up the investment market and 
restore the confidence of the corpo¬ 
rate sector. But what it hag got hn- 
stead is a series of measures which 
aim at a stricter control over the 
private sector. 

(’.old conLrol which was thought 
to have been relaxed by TTK is 
being tightened up. Under the 
Gold Control Bill, the Government 
is seeking powers to fix a limit on 
ornaments, which is very necessary 
if the gold policy is to make much 
sense. The Banking Companies Act 
is being amended to strengthen the 
Reserve Bank’s control over the 
country’s credit and monetary sys¬ 
tem. The proposed legislation has 
been described by the hanking 
communijy as a step just short of 
nationalisation. The Companies Act 
is being amended to empower the 
Government to remove managerial 
personnel found guilty of fraud and 
other malpractices from positions of 
authority. Another important pro¬ 
vision empowers the ^Government to 
convert a loan to a company into 
shares of that company on fair and 
equitable terms. Another bill re¬ 
lates to the establishment in the 
public sector of a unit trust for 
investment. 

The proposal for setting up a unit 
trust is about the only measure 
wbirh could cheer the stock market. 
But if the market has not been un¬ 
nerved by the other proposals aimed 
at stricter policing of the activities 


of the private sector it is not be¬ 
cause the market is impressed by 
the laudable objectives behind these 
measures. The stock , market has 
not yet given up hopes that TTK 
will not take long to redeem his 
assurances he had held out in his 
October broadcast that he would 
take effective steps to revitalise the 
investment market and accelerate 
the industrial and economic tempo. 
And if the market’s expectations in 
this regard are not quickly realised, 
the process of technical adjustment 
that is now well underway will turn 
out to be a very painful affair. 

Cotton 

Dull and Subdued 
'J'RADING in cotton last week 
was an extremely dull affair, 
particularly in the spot market. 
Spinner interest remains restricted 
and only the needy mills figure as 
buyers. Arrivals are picking up, 
though rather slowly. They have 
not yet had any significant impact 
on the market. Spot prices have 
not registered any noticeable setback 
recently. The general tendency, 
however, is subdued. Prices should 
ease with the increased tempo of 
arrivals in coming weeks if spinner 
inquiry does not revive appreciably. 
Mills are known to have been eating 
into their stocks over the past few 
months. It would hr. reasonable to 
expect that the mills would like to 
replenish their stocks when the crop 
movement gets into swing but in 
view of the fairly comfortable sup¬ 
ply position — the 1963-64 crop is 
eurrently estimated between 57 lakh 
and 59 lakh bales — mills will be 
able to bargain. A great deal will, 
of course, dejiend on how the much- 
talked-about buffer scheme is going 
to he implemented. 

While the spot cotton market was 
dull and subdued, futures moved 
rather erratically because of fluctua¬ 
ting weather reports. After easing 
from Rs 704.25 to Rs 699, the 
March contract recovered to Rs 

705.25 but declined quickly to Rs 

698.25 and at its Wednesday’s clos¬ 
ing of Rs 698.15 the contract show¬ 
ed a net loss of Rs 3.75 over the 
week. In view of the improved sup¬ 


ply position and the Jikely increase 
in the pace of' arrivals in coming 
week*, speculators are reluctant;to 
‘bull’ the market. But bears too' are 
in no mood to be aggressive because < 
of the continuing uncertainty about 
the buffer stock scheme. Not mariy 
people will perhaps regret the dec¬ 
line in the volume of speculative 
activity. Few people really believe 
that the facility of futures trading is' 
being availed of for genuine hed¬ 
ging purpose. 

While the general tendency is 
subdued, Bengal Deshi prices, have 
continued to display a firm tendency 
because of the fairly good off-take 
by milk and export houses and the 
not-so-very-satisfactory pace of arri¬ 
vals. The statistical position of 
Deshi cotton seems rather tight. 
Export sales are estimated around 
75,000 1 bales and pverseas buyers 
continue to evince good interest, in 
Indian Deshi cotton. It should not 
take long for the entire export quota 
of two lakh hales to get exhausted. 
Oi lseeds 

Groundnut Firm Again 

^HE downward trend in ground¬ 
nut futures, which carried the 
January contract to a new low of 
Rs 212.12 — the lowest for the sea¬ 
son — on 18th November has been 
halted and possibly reversed. The 
January contract was up again at 
Rs 215.87 by the week-end (27th). 
Far more significant than the price 
rise was the improvement in market 
sentiment. The turn in sentiment 
was not due to any exciting perfor¬ 
mance on the export front: nor did 
it represent any revision of crop 
ideas because of the recent rather 
unseasonal rains in some of the 
producing centres. The groundnut 
crop is good larger than in the 
previous season, though not per¬ 
haps large enough to take care of 
increased internal demand and ex¬ 
port requirements. Notwithstanding 
forecasts of a larger crop, arrivals 
are said to be smaller than what 
they were at this time last year. 

Market reports .suggest fhat rer- 
tain north Indian hulls have gained 
an upper hand -over the financially 
more powerful Bombay bears aud 
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'-they *te sow out lor a ahoWdown. Be. 
cause oi the relative strength in the. 
spot tnawriaj due to *u«taifted good 
demand from crusher* and vanaspett 
manufacturers and fairly encourag¬ 
ing export prospects, the bulls do not 
stern much bothered by the app¬ 
roach of delivery period. It is worth 
noting that the- inferior Kanpur 
Bold ready, which was quoted last 
year at e discount of about Bs 14 per 
250' kgs below the futures contract is 
quoted only about Rs 5 , lower at 
present. This is an important point 
in favour of the bulls of groundnut. 
The volume of outstanding business 
in groundnut futures is said to be 
quite heavy, it is too early to predict 
the outcome of the present bear- 
bull tussle. 

Except for groundnut, speculative 
business in other oilseeds was extr¬ 
emely poor. Fluctuations were nar¬ 
row and net changes over the week 
were negligible. Castor March moved 
between Rs 165.25 and Rs 165-75, 
linseed March between Rs 36.06 and 
Rs 35.84 and cottonseed January 
between Rs 93.50 and Rs 95. The 
slightly steadier tendency was due 
more to scarcity oi offerings than to 
any revival of fresh bull support. 

The reported failure of a big Am¬ 
erican firm dealing in vegetable oils 


and their end-pr«duets and its knp* 
act on some ol the prominent U K 
firms having dose business relations 
wjth India were the main topic of 
discussion among the Indian ship 
pers last week- Exporters were in¬ 
clined to mark time and adopt a 
cautious attitude in regard to fresh 
business. Export activity during the 
week was therefore restricted. Groun¬ 
dnut extractions were barely steady. 
Buyers were reserved. Czech oslava- 
kia, Poland and - Bulgaria made 
small purchases. Groundnut expell¬ 
ees weTe easier due to improved 
offerings because of increased crush¬ 
ing activity. Prices are expected to 
steady up when Russia and some of 
the other Communist countries enter 
the market for extractions. Ground¬ 
nut HPS were inactive, with the If K 
a'nd the Continent picking up modest 
quantities. Hardly any business was 
reported in groundnut oil. Sales in 
castor oil were estimated around 500 
tons, mostly to the U K, Castor oil 
Commercial fetched about C 107 per 
ton. Stray business in linseed cake 
added up to a few hundred tons and 
the price was mentioned around £ 
36-10 per ton. Cottonseed cake ton- 
tinued to evoke good interest but the 
prices realised were easier,- January- 
March shipment being quoted 
around £ 31-10. 
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Scindia Steam 


E operating results of Scindia 
Steam Navigation Co for the 
year ended June 30, 1963, have 
shown satisfactory improvement. 
The earnings of the Com puny rose 
by Rs 1.21 mores to Rs 18.22 crores. 
Freight and passage income contri¬ 
buted Rs 1.19 crores to the addi¬ 
tional earnings. Income from in¬ 
vestments was up by Rs 13.89 lakhs, 
but othpr receipts were down by Rs 
12.25 lakhs, these two sources add¬ 
ing between them only Rs 1.64 
lakhs to the extra revenues. On the 
debit side, expenses and provisions 
also shot up by about Rs 1 crore. 
A rise of Rs 68 lakhs was due to 
taxation which was nil in the- pre¬ 
vious year. The rest of the increase 
was spread over items like floating 
and shore staff costs (Rs 20 lakhs), 
cargo and steamer working expen¬ 
ses (Rs 13 lakhs), establishment 
And other charges (Rs 2 lakhs) and 
Directors’ fees and remuneration fRs 


1.4 lakhs). Depreciation absorbed 
Rs 3 lakhs less and interest payments 
were also lower by Rs 1.8 lakhs. 

The balance of profit was thus 
higher by Rs 2] .48 lakhs at Rs 70.24 
lakhs. After including the previous 
year’s balance of Rs 2.83 lakhs and 
transferring Rs 9 lakhs to Special 
depreciation, the amount available 
for disposal came to Rs 64.07 lakhs 
from which the Directors have re¬ 
commended dividend at Re 1 per 
share, subject to tax, (as against 
60 nP per share last year) absorb¬ 
ing Rs 56.32 fakhs. Of the divi¬ 
dend proposed, 18 per cent has been 
provisionally determined to be ex¬ 
empt from tax. 

The improvement in the Com¬ 
pany’s freight earnings has been due 
to increase in freight rates in diffe¬ 
rent routes such as America, U K- 
Continent, including the Indian 
coast, at different times since end- 


1961, by 10 to 12.5 per cent. From 
August 1, 1963, an increased rat* 5 
has become operative even on the 
west-bound freight in the India- 
UK-Continent trades. Coastal opera¬ 
tions also gave a better account than 
before due to improvement in 
Hooghiy draftR, absence of strikes 
and higher freight rates. Apart from 
higher freight rates, rationalisation 
of the Company’s Beet and services 
in the overseas trades also contri¬ 
buted to the improvement in the 
results. 

The Chairman of the Company,, 
Shri D M Khaiau in his statement 
circulated with the Annual Report 
feels that coastal shipping is sttll 
not on a proper economic footing , 
and therefore pleads for restoring 
the cut of 5 per cent in the coal 
freight from Calcutta to ports upto 
Cochin. While Shri Khatau ■ con¬ 
cedes the need for developing tramp 
shipping, he recommends acquisi¬ 
tion and/or building up ships- of 
appropriate size, say about 30,000 
d w t if they are to run economi¬ 
cally. However, he is not in favour 
of tramp shipping interests running 
a parallel service to that of liner 
vessels, as this would cause l set¬ 
back to Indian shipping which has 
now achieved considerable progress 
in the international trade on ac¬ 
count of development of liner ser¬ 
vices. The Chairman looks forward 
with confidence to the steady and 
planned progress of' the Indian" 
shipping industry in view of the 
Spurt in the international freight 
rate and the possibility of a rea¬ 
sonable upward revision in coastal 
freights which may ensue as a re¬ 
sult of examination of the question 
at present by a Government-appoint¬ 
ed Commission. . \ 

Jay Engineering Works 

TAY Engineering Works has cut 
" the dividend on its equity shares 
from 15 per cent to 10 per cent for 
the year ended March 31, 1963. 
This has been necessitated by a fall 
of 33 per cent in its net earnings 
from Rs 30.79 lakhs to Rs 20.65 
lakhs. The reduction in net earn¬ 
ings reflects a fall in gross earnings 
by 18 per cent from Rs 90.26 Ixkbs 
to Rs 73.76 lakhs, Although taxa¬ 
tion provision was lower at Rs 15.20 
lakhs compared with Rs 26 lakhs in 
the previous year, net profit could 
cot rise as the advantage has been 
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partially offset by Wger deprecia¬ 
tion of Rs 32.51 lakhs (Rs 31.47 
lakhs) and higher development re¬ 
bate reserve at Rs 5.40 lakhs (Rs 
2 lakhs). 

The setback in profits is in spite 
of larger sales which, including ex- 

E orts and hire purchase, were up 
y 14 per cent at Rs 10.79 crores, 
because of a substantial increase in 
excise and import duties on raw 
materials and railway freight, the 
emergency war risks insurance, 
provisions for provided funds, bonus, 
etc, and losses incurred by its Hyde¬ 
rabad factory which began opera¬ 
tions during the year. A satisfactory, 
though unprofitable, feature, of the 
Company's operations is its exten¬ 
sive export drive. Exports were up 
by 20 |rev cent anil (were Valued 
at Rs 1.1 crores. This figure would 
have been higher still but for im- 
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)x>rt restrictions in countries like 
Burma, Ceylon, Egypt, Cambodia, 


Yugoslavia, etc. The loss suffered 
in exports was partly covered by the 
Company by selling part of its im¬ 
port entitlements. 

The Company’s subsidiary in Cey¬ 
lon, the Usha Industries, started 
operations in April 1962, nut not 
satisfactorily, being very much ham¬ 
pered by import restrictions imposed 
by the Ceylon Government. 

Kajagiri Rubber 

JJAJAG1RI Rubber and Produce Co 
has stepped up dividend on its 
equity shares from 20 per cent to 
21.25 per cent for the year ended 
June 30, 1963. This higher divi¬ 
dend has not stemmed from improved 
operating results, but is due to a 
substantial fall in the incidence of 
taxation. On the credit side, the 


crop 'harvested during the year was 
marginally jhigher at 845,000 kgs and 
the yield per hectare improved from 
871 kgs to 887 kgs, But on tbp debit 
side, cost of production turned out 
to be higher at Rs 1.90 per kg as 
against Rs 1,68 per kg, and die aver¬ 
age price realised was less at Rs,3,16 
per kg as against Rs 3.2.3 per, kg. 
Rubber sales for the year wap. 'Well 
maintained at Rs 26,91 lakhs iRs 
26.69 lakhs), but increased estate,ex¬ 
penditure depressed the gross profit 
from Rs 1.3.05 lakhs to Rs 10.86 
lakhs and also the pre-tax net profit 
from Rs 10.69 lakhs to Rs 8.05 
lakhs. 

After taxation provision, which 
was pruned from Rs 6.60 lakhs to 
Rs 2.80 lakhs, there was a higher 
net profit of Rs 5.25 lakhs as 
against Rs 4.10 lakhs and this en¬ 
abled the Company to step up the 
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THE 


INTERNATIONAL 

TRADE... 

‘Export or Perish'—‘Import only what and 
when you must'—‘Set right adverse Balance 
of Payment —‘Conserve foreign exchange’ 

these are the slogans one meets with day In and 
day out In the press and on the platform. Interna¬ 
tional trade Is indeed a complicated matter today. 

You may be engaged in import or export of 
merchandise and may want to open a Letter of 
Credit or negotiate Bills drawn on a foreign buyers 
You may contemplate the setting up of a new 
industry or expansion of an existing unit by 
importing capital equipment from abroad* 

You may wish to offer a guarantee to the supplier 
of foreign machinery for deferred payment. 

In fact, whatever be the nature or size of your 
business in and with foreign countries, "you will 
always find it advantageous to turn to the 
CENTRAL for advice and assistance. 

With a wide net-work of Branches throughout the 
couhtry in the major port-towns as well In the 
hinterland, with a Branch in LONDON and with 
agency arrangements with first class Banks in all 
parts of the world, THE CENTRAL BANK OF INDIA 
is woll-cquipped to solve ail your foreign 
exchange problems. 


CENTRAL BANK °f inoia ltd. 

F. C. Cooper —■ General Manager 


Regd. Office: Mahatma Gandhi Road, 
Bomfcay-1. 
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Thursday Morning, 


Wafted «W'HH94 s 4 ? If 

eidence of tax was .tower because 
of the exemption fyom .taxfjtwn 
of trie Retail MttomDJbrecialinin ‘ 

allowance of Re S’pfcr* lw -ffet on-' T'HERE has been no change in 
,JJ ' ‘ *’ - ll - — the inter-bank tall money rate 

for over a week n,ow. At the quo- 


cluded in the p'taoe of- rubber, as 
per the recommendation of trie Tariff 
Commission and the Central Gov¬ 
ernment which the Kerala State 
Government has accepted effective 
from trie year ending June 30, 1062. 

The crop harvested, so far ip the 
season 1963-64 is reported to be 
satisfactory at a cost of Rs 1.01 per 

H 

Nelliampathy Tea 

j^ELLIAMPATHY Tea and Pro¬ 
duce Co has ' maintained the 
dividend on its equity shares at 15 
per cent despite a depletion in pro- , the Reserve Bank and through sale 
fits during the year tended June 30, of investments During the week 
1963. The tea. crop harvested for ended November 15, against an ex- 
the year was less at 4.45 lakh kgs, pension of Rs 7.03 crores in ba'nk 
(4.60 lakh kgs in.the.previous year), credit and a fail of, Rs ,2.39 crores 
due to adverse weather conditions in deposits, the 'investments of the 
ahd yield per acre was also lower banks contracted by Rs 10.11 cro- 
being only 662 kgs as against 698 res, but their balances with the 
kgs previously^ This apart, the cost Reserve Bank showed a smart rise 
of production increased from Rs of Rs 12.18 crorfes. Call and short 
2.69 per kg to Rs 3^16 per kg be- notice funds raised or advanced by 
cause of higher costs of labour and scheduled banks during the same 
materials. Bift the average, pri£e week continued to swell, rising by 
realised was also higher at Rs 4.33 Rs 2.61 crores to R s 68.50 crores. 


ted rate of 2.5 per cent demands 
of banks were fully met. The 
stringency that was witnessed in 
the first half of last week did not 
persist. And the . supply position 
improved ip, spite of, an aggregate 
fall of Rs 11.74 crores in the de¬ 
posits of scheduled banks during 
the two weeks ended, November 15, 
and a rise of, Rs 15.64 crores in 
bank credit during the sirnie' pe¬ 
riod. The demands on scheduled' 
banks have . been met by them 
mostly from their balances with 


per, kg compared with Rs 4.22 per 
kg in the previous year. In respect 
of the other crops of the estate, pro¬ 
duction of cardamom was larger 
while that of coffee went down. On 
the whole, sales realisation turned 
out to be somewhat lower at Rs 
26.49 lakhs (Rs 27.84 lakhs). 

With a general rise in estate ex¬ 
penditure,'gross profit receded by Hs 
■1.38 lakhs to Rs 9.45 lakhs and the 


The fall in deposits during the 
last two weeks referred to above 
was mainly on , account of with¬ 
drawal of demand deposits to the 
tune of Rs 16.11 crores. Time 
deposits oh the contrary rose by 
Rs 4.57 crores. ' Heavy withdra¬ 
wals of. demand deposits are to be' 
attributed mostly to beginning-of- ‘ 
the-month requirement* and to tax 
payments due this mohth, the 
net profit almost by a like amount, latter being reflected in. the rise in 
to Rs 6.43 « lakhs. However, the the Central Government’s deposits. 
Directors could repeat, last year’s 


dividend because tax provisions ab¬ 
sorbed a .smaller amount of Rs 3.20 
lakhs (Rs 4.00 lakhs) and, besides, 
no provisions were made for deve¬ 
lopment rebate reserve or General 
Reserve and the amount transferred 
to the dividend equalisation reserve 
was cut by Rs 30.000 to Rs l.lO 
lakhs. ' - 

1 , 1 

During the 1963-64 season crops 
harvested so far are reported to be 
aatUfactory. 


Crop movement seems to have 
been delayed somewhat on account 
of unseasohal rains and credit de¬ 
mand on that account has been 
slow to pick up; Even otherwise, 
sjnee the resources position of 
scheduled banks, i$- generally com¬ 
fortable at present there is no rea¬ 
son to expect that money will get 
stringent, in’ the near future. Call 
money rate, therefore, may be ex¬ 
pected to rule (steady around the 
current rate. • 


monetary conditions 
were also reflected in larger tend- 
era for Treasury Bills during die 
week. As ' agiunst Hs 2 crores in¬ 
vited, the amount offered was Rs 
4 crores, but the tenders fetched * 
higher discount at 2.320 per cent 
a* against 2.318 per cent on the 
previous , occasion. Intermediates 
sold during the period from 
November 20 to November 23 net¬ 
ted Rs 2.57 crores a slightly smaller 
amount than earlier . (,Rs, 2.64 
crores), , 

Call . money rate* in Calcutta 
moved within a higher range than 
in the previous week, between 1.5 
ahd 3 per cent, but ’ the market 
betrayed no sighs of stringency. 

The prevailing slackness ih the 
demand for funds is also reflected 
in the latest statement of the Re¬ 
serve Bank for the week' ended 
November 22. Notes ip circulation 
contracted by Rs 10.95 crpres as 
against an expansion of Rs 42.62 
crores during the preceding two 
weeks. Note issue was less by Rs 
9 crores, the balance of Rs 1.95 
crores having gone to the till of 
the Banking Department. Rupee 
securities of the order of Rs 10 
crores, therefore, have been with¬ 
drawn from the Issue Department, 
but rupee coins ' of the value 
of Rs 1 crore have been, acquired 
by the Issue Department to make 
up the deficiency. Investments- of 
the Bank show a corresponding rise 
of Rs 9.77 crores. 

The Central Government’s depo¬ 
sits have recorded a sharp rise of 
Rs 22.30 crores while those of 
State Governments show a fall of 
Rs 8.93 crores. However, loans to 
Governments have increased by Rs 
3.97 crores. Scheduled banks’ de¬ 
posits fell by Rs 10.26 crores 
during the week, but their borrow- 
ings were also reduced hy Ra 2.06 
crores. I Bills purchased or discoun¬ 
ted by the Bank have, also gone 
dawn hy Rs 7.22 crores. Balances 
held abroad have moved up bv Ra 
1.06 eroires. 

Steady conditions prevailed in 
the securities market during the 
week. The 3 per cent, Conversion 
Loan was done upto Rs 66. Short- 
dated loans improved fractionally. 
State loans continued to evoke en¬ 
quiries at quoted rates. 
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BANKING RETURNS 

( Ri> erores} 


ReUdroe Bank 

Nov 22 

Nov 15 

Del 35 

Nav 33, 

■i , 




*68 


Note circulation 

2275.59 

2286.54 

2251.38 

2067.90 

2 

Rupee coin 

119.34 

118.35 

4 20.65 

123.86 

9 

Deposits 





5 t 

(a) Central Govt 73.05 

50.75 

47.97 

65.32 


fb) Other Oovts 

11.62 

20.55 

14i80 

5.71 


(c) Banks 

87.43 

97.59 

12057 

83.17 


(d) Others 

165.53 

164.23 

161.13 

163.46 

4 

Foreign securities 

92.46 

92.46 

92.46 

88.08 

5 

Balance abroad 

10.34 

9.28 

9.94 

6.06 

C 

Rupee securities 

1959.31 

1969.31 

1939.31 

1733.29 

, 7. 

Investments 

273.30 

263.53 

236.79 

203.33 

fl 

Loans and advances 





to Govts 

58.30 

54.53 

63.48 

42.42 

9 

Other loans and 
advances 

139.63 

142.80 

138.79 

148.18 

Scheduled Banks 

Nov IS 

Nov 8 

Oct IS 

Nav 16, 
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1 

Aggregate 

Deposits (net) 

2230.94 

2233.33 

2216.07 

2050.25 


Demand (net) 

970142 

977.52 

962.80 

801.89 


Time (net) 

1260.52 

1255.81 

1253.27 

1248.36 

2 

Cash , in hand 

53.86 

56.04 

56.98 

49.80 

:i 

! Balance with 
Reserve Bank 

92.82 

80.64 

75.20 

84.90 

4' 

(2) + (3) as % 
of (1) 

6.57 

6.12 

5.96 

6.57 

5 

Borrowings from 
Reserve Bank 

2.25 

0.61 

1.94 

2.48 


(a) Against usance 





bills and/or pro- 





missory notes 

0.17 

— 

— 

0.41 


(b) Others 

2.08 

0.61 

1.94 

2.07 

6 

Advances 

1244.05 

1239.85 

1246.51 

115251 


(a) State Bank 

239.60 

235.93 

236.60 

240.90 


(b) Others 

1004.45 

1003.92 

.1009.91 

911.61 

7 

.Bills discounted 
(a) Inland 

181.19 

178.98 

173.10 

162.60 


(b) Foreign 

58.22 

57.60 

56.39 

51.40 


(c) Total 

239.41 

236.58 

229.49 

214.00 


(i) State Bank 18.69 

17.97 

14.95 

17.02 


(ii) Others 

220.72 

218.61 

214.54 

196.98 

8 

(6) + <7) as % 
of (!) 

66.41 

66.11 

66.60 

66.65 

9 

Investment .in 

Govt securities 

763.26 

773.37 

769.09 

684.65 

JO 

(9) as % of (1) 

34.21 

34.63 

34.71 

33.39 


Bombay Money Ratos 



(Per cent per 

annum) 





Nov 15 

Nov 8 Del It Nav 16, 
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Call 

money 





Train Bankq 

Deposits 

1.83 

1.55 

2.37 

3.67 

Seven dl^ij^'' 7 

3.00 

3.00 

3.00 

3.00 

Three mtoruhs 

— 

' — 

3;S0 


Six months 

3.75 

3.75 

3.75 

3.75 


Area (thousand acres) 



Current 

Previous year’s 

Percentage 


estimate 

corresponding 

estimate 

increase or 
decrease 

Rice 

80,486 

78,624 

+ 1.1 

Jowar 

42,261 

*1,211 

+ 2.6 

Bajra 

25,569 

27,211 

— 6.0 

Maize 

10,738 

10,735 

—— 

Ragi 

5,079 

5,064 

+ Q.3 

Small millets 

10,324 

10,441 

~ 1.1 

Wheat 

33,018 

32,995 

+ 0:1 

Barley 

7,590 

8.020 

- 5.4 

Gram 

22,835 

23,250 

— 1.8 

Tur 

Other kharif 

5,648 

5,611 

+ 0.7 

Pukes 

13,046 

13,247 

- ITS 

Sugarcane 

5,489 

5,954 

— 7.8 

Tobacco 

940 

941 

— 0.1 

Potato 

854 

768 

—11.2 

Groundnut 

16,407 

15,869 

5,547 

+ 3.4 

Sesaroum 
Rapcseed and 

5,989 

+ 8.0 

mustard 

3,090 

2,721 

+ 13.6 

Linseed 

3,076 

3,001 

+ 2.5 

Cotton 

19,041 

18,648 

+ '2.1 

Jute 

2,095 

2,280 

— 8.1 

Mesla 

861 

960 

— 10,3 

Sannhemp 

782 

822 

— 4.9 

Source s Economic and 

Statistical Adviser to 

the Govern - 

ment 

of India, 

Ministry of Food and 

Agriculture. 


Joint Stock Companies 
N(k Registrations and Liquidations 


Incorporated and 
registered 

(Rs Lakhs) 

Aug '63 July '63 

Aug '62 

1962 

(Average) 

No of companies 

104 

89 

158 

128 

Authorised capital 
Censed to work 

41,94 

12,39 

23,20 

25.82 

No of companies 

33 

97 

79 

94 

Paid-up capital 
Over-all variation 
in paid-up 

105 

52 

95 

55 

capital of all 
campauies 


+ 23.26 

+ 15,32 

+ 15,05 


Sourer t Department of Company Law Administration, 
Ministry of Commerce and Industry. 


End of 

Foreign Exchange 

(Rs Lakhs) 

Reserves 

variations over 
the previous 

Amount 

year/month 

1963: Sep 

267.13 

+ 9,92 

Aug 

257,19 

— 5,04 

1962: Sep 

245,78 

+ 5,35 

Aug 

240,44 

— 2,92 

1962-63 

295,10 

— 2,21 

1961-62 

297,31 

— 6,30 

1960-61 

303,61 

— 59,26 

1939-60 

362,87 

— 16,05 

1958-59 

378,92 

- 42,50 

1957-58 

421,22 

—259,86 

1956-57 

681,10 

-m ,51 

1951-52 

786,68 

—164,72 

Source » Reserve Bank of India. 

. ' ' * f 
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i i Aggregate from April I to September 30, 1963 
Broad Gauge 


Metre Gauge 


Revenue-Earning Traffic , . 

Coal and coke for public jI+'vkIT+.II 
Grain* and pulse* ’ $0)7.6 

Oilseeds , ’ •!« • ' 26,6 

Raw cotton ” ,30.3 

Cotton manufactured ■ ’ 5.5 

Raw Jute • .J' 31.8 

Jute manufactured .,3.0 

Sugar , - 35.8 

Sugarcane , 11.7 

Cement 9f,J < 

Iron and steel 


W3.4 : 

zm, 

V •*? 

4.8 . . 

2U - 




+ 14,4 ; 
+ 17.3 • 

■S '••+ 441 ■ 

4.75 

• 4 ' -12.4 : 
-a —24,2 ■( 

, , . + 13,8 

- 420 
' • ■ —98.7 
v'\ +13.9 


.135.4 157,0 +16.0 

188.4 202.0 + 7.21 

28.3 f . >30.9 + 8.83 

42 ‘ . 7<9 -13.9 

t.s ''.■•■'iite,. +»•* 

2.9 (> .ii -27.6 

40.7 .. 36.2 - • ; , -6.20 

72.s.-i, Wt :;+ ' “96-8 

- L81 


Pig iron 

20.6 

26.2 

’ +27.4 •' 

/ X? 

. ' 

—19.9 

Others 

186.4 . 

201.3 

+214) 

38.,7 - 

■•V 36*3 * 

7#*,' — 1.23 

Tea 

5.8 . 

6.4 

+ 10.9 

, 10.5 

„ • -m3,' 

— 1.69 

Metallic ores 


■ 



' 

> > ■', ■ 

Manganese ore 

30.8 

24.0 

—22.0 

7.5 

5.2 

—31.0 

Iron ore 

289.3 

342.6 

4 184 

34.2 

37.6 

+ 9.97 

Others 

14.4 

15.1 

+ 5.13 

12.1 

9.8 

—18.9 

Limestone and dolomite 

134.2 

127.5 

— 5.00 

38.2 1 

36.6 

- 4.27 

Miscellaneous full wagons 

797.7 

894.0 

•1-12.1 

620.8 

681.4 

+ 9.75 

Miscellaneous smalls 

163.6 

160.3 

- 2.04 

136.6 

131.1 

- 4.02 

Non-Revenue Traffic 







Coal for home line 

144.3 

156.8 

+ 8.63 

138.9 

136.1 

— 2.02 

Coal for other Govt, railways 

and 






manufacturing units 

247.2 

264:1 

+ 6.82 

10.8 

20.6 

+90.7 

Other stores 

102.2 

130.8 

+ 28.0 

74.9 

11L4 

+48.9 

TOTAL 

3317.5 

3687.0 

+ 11,1 

1724.5 

17T4.2 

+ 2.88 


Source t Ministry of Railways (Railway Board). 

INDUSTRIAL FINANCE CORPORATION 
Liabilities and Assets 

(fis Lakhs) 

Figures for the last Friday of 
Sep '63 Aug '63 July ’63 Sep '62 

Liabilities 

Reserve funds 2,85 2.85 2,85 2.16 

Reserve for doubtful 

debts 14 14 14 14 

Provision for taxation 1.44 1,44 1,44 1.17 

Bonds and debentures 28,24 28,24 28,24 22,24 

Borrowings 27.07 27,07 26,93 20.47 

(i) From RBI - 10 — -- 

(ii) From Govt 24,75 .24,75 ,24,75 19,75 

(iii) In foreign 

currency 2,32 2,22 2,18 72 

Other liabilities 24,12 23.91 22,90 20,43 


Total liabilities or 

assets 63.87 

Assets 

Cash in hand and 
balances with banks ... 51 

Loans and advances 60,4' 

Other assets 22,8 

Source i Reserve Bank of India. 


83.67.;. 82.52 66,05 

**$»■'*' \ . 

1,65 1,94 " 90 

59J3+ 3946 • 51.02 
22,4*.* t2h* - .14.13 


STATE FINANCE CORPORATIONS 
LiahllltaeC and Assets 

(Rf Lakhs) 

Figures for the tost Friday of 


No of SFCj 
L iabilities 

(i) Paid-up capital 

(ii) Reserve fund 

(iii) Provision for bad 
and doubtful 
debts and 

other reserves 
Bonds and debentures 
Other liabilities 
Total liabilities or 
assets 
Assets 

Cash in hand and 
balances with banks 
Investments in 
Government securities 
Loans and advances 
Debentures 
Other assets 


42,98*4 

/' 

V Si., 


Source : Reserve Bank of India. 
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By general cOnsentus of opinion, Josiah 
Marshall Heath, a superannuated civil 
servant of the East India Company, was 
the first to prodtWr steel in India by 
modem methods at the Indian Iron, Steel 
and Chrome Company which he set up 
in 1830 at Porto Novo in south Arcot. 

India’s nascent ste# industry blundered on 
through many heart-breaking errors and 
failures until i876yvhen the Bengal Iron 
Works erected, in the jungles of Kulti, 
two small opeh-top furnaces powered by a 
single blowing engine and charcoal-fired 
boilers. Welcoming this “economic revo¬ 
lution in the country,” The Statesman, in 
its jssue dated Match 8, 1876, said : . 

if these new work* are but successful with 
the flux, India will at no distant date 
supply herself with her own iron, in place 
of importing it from Europe” thus speed¬ 
ing “die redemption of the people from 
poverty”. f 

In 1892, the "managing agency of these 
early works at K||ti -passed ,10 MajtjtgjSf 
Co, PtogrcssingVsUsad.ily since then and 


condnually 

Vi.. 3 $!:'“ ' ,Wv 


V 1 /■: ;W'.. i'l’f' 

fcti' - ’>)* ft., •' ■' 'ii* 1 ' f" ' ‘ "> ‘Off. 


and foundry facilities^ the Kulti Works 
were merged in December 1936 with The 
Indian Iron & Steel Co. Ltd., already in 
operation at Hirapur leader Burn & Co.’s 
managing agency. 

Today, The Indian Iron & Steel Co. Ltd., 
with fully modernised and integrated 
works at Burnpur and. Kulti and* with 
their own ore-mines iwd‘ collieries, stand 
a fitting monument to the perseverance 
and toil of the ejtrly engineers and 
pioneers and as an abiding testimony of 
the vital role played by the Company in 
the development of Indians foremost basic 
industry. 

MARTIN BURN LTD. 

MARTIN BURN 
HOUSE 

12, MISSION ROW, 
CALCUTTA l 
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^$*q£bn. -Him 
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Kamaraj Han for Planning 

F is rare indeed Tor Parliament to be concerned, not to speak of being 
excited, about the performance of the Plan. The Lok Sabha or 
the Rajya Sabha usually gets excited only about something specific, 
concrete and definite, about a particular order or policy, relating often 
to comparatively trivial things. The concern of the Parliament in 
% matters relating to the public at large rarely goes beyond high prices 
of foodgrains in particular, or misbehaviour of prices in general. 
Rural unemployment, the supply of drinking water in the villages or 
non-availability of credit for small-scale industries, unemployment 
among goldsmiths resulting from gold control, and above all, the 
price of sugarcane — such specific, limited problems concern Parlia¬ 
ment. Not the progress of the Plan or shortfalls in Plan perform¬ 
ance taken as a whole. Who bothers? The Plan is safe in the hands 
of Nandaji and Tarlok Singh. There is little to be gained by harping 
on the jolts and jerks with which the Plan is proceeding. 

It is for the first time that Parliament has been made to sit up 
and take notice—so dismal have been the results of the mid-term 
appraisal of the Third Plan. The members of the Congress Parliamen¬ 
tary Party Executive are reported to have expressed concern at the 
serious shortcomings 'noticed and some of them have given notice of 
a resolution that a Committee should he set up to suggest steps for 
the effective implementation of the Plan. Some of the members went 
so far as to suggest that the Planning Commission should submit an 
annual report on the progress of the Plan. 

No longer a'n angry young man, Pandit Nehru temporised.' True, 
there were shortfalls in several spheres, but the achievements, he said, 
were not inconsiderable a'nd should not be overlooked. He admitted, 
however, the need to get the administrative machinery of the Plan 
out of the rut into which it has fallen, but added that there was nothing 
wrong with the personnel concerned. If the Plan is all right and if 
there is nothing wrong with the Planning Commission, how come that 
the performance is so poor? Among the members of the Congress 
Parliamentary Party, the voices of dissent continue to be heard, which 
is hopeful. 

That Shri Asoka Mehta takes over as the chief executive of the 
Planning Commission in a situation like this is all to the good. It 
is something that the Parliament is at last getting concerned. Foreign - 
aid and American agricultural surplus have given the country such a 
long rope that the Indian economy seemed to be able to drag on In¬ 
definitely, bumping along the bottom, retaining for itself the unique 
distinction of having the best of expertise, generous foreign aid, 4!; 
near perfect Plan and about the lowest growth rate among the under¬ 
developed countries of the world. 

Commenting on the then prevailing grim situation, a contributor 
made the gloomy forecast in these columns a year-and-half ago that 
“It would only need a bad harvest to submerge the country under a 
crisis much more ominous than the ofne of five years ago. The first 
year of the Plan has gone by, and there is as yet scarcely any sign 








W.y.'V t- "‘' JS; A 

that .diseconomy ia gathering «4%<’ 
quate momentum for reaching the 
posited aggregate rate of growth of 
around 30 per cent” (“Overhaul 
Planning”, June 23 , 1962 ). Instead 
erf the first year, more than half the 
Plan period has gone by. It is now 
certain that the aggregate rate of 
growth expected for the Third Plan 
will never materialise. And we had 
another bad harvest. But nothing 
much has happened. There were 




food riots in Calcutta* sugar is even 
today unobtainable in many parts 
of the country. But so what? The 
country jolts along and so does the 
Plan. 

Does Asoka Mehta’s appointment 
as the Deputy Chairman of the Plan- 
ning Commission presage something 
like the application of the Kama- 
raj Plan to the sick process of plan 
ning? Does it hold out the hope 
of some day pulling planning out 


of the rat into which, fcven. Pandit 
Nehru admits, it has sunk? The 
new executive of the Planning Com¬ 
mission will have a herculian task 
to perform. He has the country’s 
goodwill behind him. Let us hope 
that he will have Panditji’s fullest 
support in carrying out the hard 
decisions the execution of which 
cannot be painless but without 
which planning cannot be lifted 
from jts present rut. 


Changing Cambodian Wind 


^AMBODIA does not feature large 
or frequently in the world press, 
yet recent events there are indica¬ 
tive of the general realignments 
taking place in the world and, 
in particular, in South-East Asia. 
Prince Sihanouk, Chief of State, 
has achieved a certain uneasy stabi¬ 
lity amid the tumult of lndo-China, 
and, despite some lack of realism 
in financing', his first Five-Year Plan 
(launched in January 1960) is 
beginning the slow task of building 
communications and industry, as 
well as intensifying the drive to 
educate the people (the literacy 
rate is already claimed to be 90 
per cent). The Cabinet formed in 
October under Prince Norodom 
Kantol (a cousin to Prince Siha¬ 
nouk) reflects the earnestness of the 
economic endeavour — its average 
age is under 35 years, and many 
of its prominent members, entirely 
new to Ministerial office, are drawn 
from the leftist opposition and arc 
among Cambodia's leading techni¬ 
cal experts. Indeed, this combina¬ 
tion of a technocratic and progres¬ 
sive Cabinet governing a country 
ruled in the first instance by a virtu¬ 
ally feudal aristocracy must inevit¬ 
ably lead to some friction, and, in 
the context of lndo-China. probably 
a domestic power struggle that fits 
into the familiar pattern of 
Communist-neutralist-American fac¬ 
tions, as in Laos. I'n June, the 
legislature sought to censure two 
prominent leftist Ministers, and, in 
one case, succeeded. 

It is thus hardly surprising that 
the vagaries of domestic power have 
impelled Cambodia to tack back 
and forth between the two giants 
that overshadow lndo-China: China 
and the United States. Prince Siha¬ 
nouk’s immediate need is for peace 
(if only to secure his own rule), 
yet his borders touch two pillars of 
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American orthodoxy, Thailand and 
South Vietnam. This contiguity 
along with general instability in¬ 
evitably impel allegations and coun¬ 
ter-allegations of border violations. 
Thai and Cambodian claims to the 
Preah Vihar temple were settled 
(with difficulty) in Cambodia’s 
favour by reference to the Hague 
Court, but this has not stopped fric¬ 
tion. In August, Sihanouk accused 
Thailand of threatening open aggres¬ 
sion, and reported to the United 
Nations the presence of a Thai fifth 
column in the south-west province 
of Kah Kong (a charge denied by 
Bangkok). Similarly, while Siha¬ 
nouk has criticised Viet Cong pres¬ 
sure on South Vietnam, his main 
target has been alleged violations of 
his border by Saigon forces. In 
addition, Sihanouk accuses the Unit¬ 
ed States of supporting a South 
Vietnam-based rebel organisation. 
Khmer Secret, which beams anti- 
Govemmcnt broadcasts to Cambo¬ 
dia. On August 27, Cambodia 
severed all relations with South 
Vietnam. 

Like his Laotian brother Prince, 
Souvanna Phouma. Sihanouk earlier 
saw a solution to his problems in 
a Great Power agreement to guaran¬ 
tee Cambodian neutrality and, there¬ 
with. the domestic status quo (in¬ 
cluding the power of the Sihanouk 
family). Although the Communist 
powers favoured this (presumably 
on the calculation that the status 
quo was the best they could hope 
for at present), the West was unen- 
thusiastie (presumably on the, re¬ 
verse speculation) and consequently 
the plan died. But friction conti¬ 
nued and was intensified bv the coup 
in South Vietnam which vividly 
demonstrated the mortality of those 
who defy Washington. Expanded 
US aid to Saigon increased Cambo¬ 


dian fears, much as aid to India 
increased Pakistani hostility. 

US aid to Cambodia, some modest 
bribe by Washington to smooth the 
Balkan friction, was running in 
1962 at some 29.1 million dollars 
of economic aid (roughly compar¬ 
able to civil US aid to Laos or Tai¬ 
wan) and 9.4 million dollars of 
military aid. Howeve.r, Cambodian 
dependence was not as complete as 
that of some countries — for ex¬ 
ample, only 15 per cent of her 
imports were met with American 
funds. In the April Budget, imports 
of some consumer goods attracted 
steep new taxes, and Sihanouk 
stressed the need to meet his current 
Budget deficit from internal re¬ 
sources and by spreading Cambo¬ 
dian dependence very wide. Czecho¬ 
slovakia (not China) is the biggest 
current Eastern supplier of goods 
to Cambodia (and received in return 
equal value in agricultural pro¬ 
duce, mainly cereals). France is still 
the largest overall source of Cambo¬ 
dian imports, Japan is third after 
the United States. However, since 
the 1956 commercial treaty with 
China, ties with Peking have been 
strengthened. Tbf treaty was recent¬ 
ly extended tipto June 1964. and in 
February last Prince Sihanouk 
visited Peking. China is currently 
supplying substantial technical help, 
and has undertaken the construction 
of four projects (one, an iron mine, 
had recently to be scanned for 
shortage of fuel). In add'tion, the 
Russians have helped, delivering 
early in September three MTG-17 
fighters, and 24 radar equipped 
anti-aircraft guns. 

This multi-dimensional depen¬ 
dence permitted Cambodia (unlike 
Pakistan) to cash its threats — 
Cambodia has now renounced all 
US aid, and ordered American (and 
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Ffiteeh) troops "to leave, at the kitin'party (Popular Socialist Corn- 


same time asking China to supply 
technical experts to guide Cambo¬ 
dia’s public sector. In addition, 
Sihanouk suggested that “die France 
of De Gaulle” might replace some 
of the assistance from Washington. 
Whether this apparently violent 
change was an immediate response 
to ah attempted CIA-sponsored coup 
is not clear. Certainly, there have 
bqen rUtnours of an imminent coup, 
apd 1 Sihanouk, to foil any attempt 
to defeat his policy by assassinating 
him, has appointed his eighteen-year 
old son, Prince Narapido (currently 
Studying in China) as his successor 
to the leadership of the ruling Sang- 


muaily). 

On the face of it, then, Cambodia 
has taken a step towards the East. 
Yet if Sihanouk and his family re¬ 
main in power, this step is not likely 
to mean very much. France is as pro. 
minent as China in Cambodia a’nd 
the two cancel out each other (unless, 
of course, the two rebels of East and 
West achieve their rumoured deten¬ 
te). Sihanouk’s potpourri, ‘a nation¬ 
alist policy within the framework of 
Buddhist Socialism’, it appears, may 
have a few more years in which to 
prepare his country for release from 
the past. 


Voting Rights of Trusts 


JN the discussions of the Bill to 

amend the Companies Act, in 
Parliament and outside, attention 
has- been almost wholly concentrat¬ 
ed on the changes proposed in the 
institutional set-up for administering 
company law. In the process, a vital 
and far-reaching change proposed 
in the Bill has been virtually ig¬ 
nored. This is the move to take 
over the voting rights of trusts. 

The Bill requires trustees to de¬ 
clare the beneficial ownership of 
shares held in their names (section 
153 A) and confers upon Govern¬ 
ment the power to take over the 
voting rights of the trustees (section 
187 B). Under section 153 of the 
Companies Act, a trust cannot be 
registered as a shareholder and nei¬ 
ther the company nor the Registrar 
can receive notice of any trust, ex¬ 
press, implied or constructive. Under 
the new section 153 A now propos¬ 
ed, a notice of trust will have to 
be given by trustees to the compa¬ 
ny in which they are registered as 
shareholders as well as to the Re¬ 
gistrar. This notice is required when 
the trust is created by instrument in 
writing and when its investment ex¬ 
ceeds a specified amount. Presumab. 
ly, the new section 153 A will not, 
therefore, apply to the shares regis¬ 
tered in the names of banks or no¬ 
minees. To that extent, the practice 
of benatni ownership will continue. 
The purpose of the amendment is, 
apparently, limited to securing, wher¬ 
ever pecessary and desirable, the 
voting power attached to trust hold¬ 
ings, without taking over the hold¬ 


ings and paying compensation for 
them. 

The creation of trusts is a wide¬ 
ly used device to perpetuate family 
wealth and control over business 
and relieve the assets thus held of 
the tax burden. It is impossible, in 
view of section 153, to estimate pre¬ 
cisely the extent of trustee ownership 
of share capital in India. In the 20 
groups of companies which he stu¬ 
died, R K Hazari estimated trustee 
holdings at a minimum of 3 per 
cent of the total share capital of 
1,079 companies, and 8 per cent of 
the controlling block in 888 com¬ 
panies, in 1958. Since trust hold¬ 
ings are not registered as such, the 
actual holdings of trusts must be 
much higher than these proportions 
suggest. In the Tata, iBirla, J K, 
Shri Ram and Mafatlal groups, 
particularly, trusts play a key role 
in the holding of controlling blocks. 
The new section 187 B will, at one 
stroke, make this device inoperative, 
so far as the ownership and control 
of companies are concerned. Tata 
Sons, which is the fountainhead of 
control in the Tata group, and more 
than 80 per cent of the share capi¬ 
tal of which is owned by trusts, has 
already announced its intention to 
change the pattern of its ownership 
“not involving any change in the 
controlling interest” (further details 
have not been disclosed). The shares 
can be transferred to other compa¬ 
nies in the group in order to pre¬ 
vent Government from acquiring 
majority voting rights. 
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Them''is room for doubt about - 
the constitutional validity ol this - 
amendment. That U a matter for \ I 
legal experts to thrash out and 
finally for the Supreme Court to 
decide. It is certainly a revolution¬ 
ary and far-reaching piece of legis¬ 
lation with deep social import 
which only an intelligent and ima¬ 
ginative Finance Minister could 
nave proposed. Its stated purpose 
of “preventing the use erf trust 
funds to advance the personal inte¬ 
rests of donors” can, however, be 
negatived to the extent that ‘crucial’ 
trust holdings are transferred to 
companies within the same control¬ 
ling group. This will lead to a fur¬ 
ther growth of inter-corporate in¬ 
vestment, the dividends from which 
will at least be liable to tax, unlike 
trustee holdings which are exempt 
from tax. 


What does Government propose to 
do with the voting power which it 
will acquire and who will exercise 
this power On behalf of Govern¬ 
ment? These questions have neither 
been raised nor debated. The Life 
Insurance Corporation is a large 
shareholder in many companies. It 
owned nearly 5 per cent of the total 
share capital of the companies stu¬ 
died by Hazari in 1958, 3 per cent 
of tile equity and 13 per cent of 
preference shares. • The proportion 
must be higher now. This has made 
no difference to tlie management 
even in those companies in which 
the LIC holds large blocks of shares. 
LIC is just an investor and hardly 
ever uses its voting power. Govern¬ 
ment will now acquire voting rights 
without actually holding any shares. 
Its role, therefore, cannot be purely 
that of an investor as in the case 
of LIC. In what sort of situation 
will the Government exercise its 
voting powers, for what purpose 
and to what effect? 


Cbe Economic UClecftlp j 

Foreign Subscription Rate j 
Due to increase in foreign ! 
postal rates it has been found -! 
necessary to revise our foreign i 
subscription rate. With effect i 
from July 1963, the annual ; 
foreign subscription is Rs 34, j 
50s or I 7. ! 

A Fernandes j 
Business Manager i 
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Naaalttnd 

ffiAGALAND, formally inaugurated 
fay die President of India on 
last Sunday, is the youngest and 
smallest State of the Union — and, 
incidentally, also tbe only non-Hindu 
State. For, the majority of the popu¬ 
lation of 3.7 lakhs — less than that 
of many cities in other parts of the 
country! — are Christians, 

The progress of the Naga people 
towards State-hood began in 1957 
when the Naga Hills District was 
detached from Assam and all Naga 
areas were consolidated into one 
territory directly under the Central 
Ministry of External Affairs. The 
agreement with the leaders of the 
Naga National Convention followed 
in 1960 under which the Govern¬ 
ment of India formally accepted the 
demand for a separate Naga State 
within the Indian Union. A begin¬ 
ning was made towards self-govern¬ 
ment with the setting up of an 
Interim Body and an Executive 
Council whose powers were pro¬ 
gressively enlarged till the Coun¬ 
cil began to function virtually 
as a Cabinet with a full-fledged 
secretariat, headed by a Chief Secre¬ 
tary, at Kohima, and the Interim 
Body became a de jaclo Assembly. 

In September 1962 Parliament 
passed bills amending the Constitu¬ 
tion to create Nagaland as a sepa¬ 
rate State. Nagaland will be repre¬ 
sented in the Lok Sabha and the 
Rajya Sabya by one member each 
and will have a Legislative Assembly 
consisting of 46 members, 40 of 
whom wi'l be directly elected from 
two of Nagaland’s three districts — 
Kohima and Mokokchung. The 
remaining six members will be from 
the third district, Tuensang; they 
will be elected, however, by the 
regional council of the district. As 
in other States, the executive will 
consist of a Council of Ministers. 
Nagaland will, however, share its 
Governor and High Court with 
Assam. Elections to the Assembly 
are scheduled for early next year. 
In the meanwhile, the interim Go¬ 
vernment will carry on. 

The abnormal conditions prevail¬ 
ing in Nagaland, mainly created by 
the activities of hostile Nagas, and 
the relative backwardness of the 
Tuensang district compared to the 
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other two districts, have made it 
necessary to write certain special 
provisions into the Acts creating 
Nagaland. For the time being the 
Governor of tbe State will have 
special powers in regard to law and 
order and finance. These powers 
will he relinquished when tbe Pre¬ 
sident of India decides that the situ¬ 
ation in the State has become nor¬ 
mal. The other special provision 
relates to the district of Tuensang 
which will have a separate regional 
council. No act of the Nagaland 
Assembly will apply to the Tuen- 
sang district unless the Governor, 
on the recommendation of the regi¬ 
onal council, specifically permits it. 

Agriculture is the mainstay of the 
Naga economy, with 80 per cent of 
the population directly dependent 
on it. Yet, out of a total cultivable 
area of 7 lakh acres less than 2.2 
lakh acres are at present cultivated. 
Of this, a larpe part is under a type 
of shifting agriculture, known as 
jhum fanning. Immediate efforts 
to develop agriculture must take the 
form of shifting the agricultural 
population from jhum farming to 
settled terrace farming which is 
practised on a significant scale only 
in the Kohima district at present. 
As for industrial development, the 
only readily available source on 
which industries can be based are 
the forests of the lowlands. Other 
natural resources remain to be map¬ 
ped, even roughly, 

For the time being, however, the 
focus of interest will continue to be 
the problem created by the Naga 
rebels, led by Phizo, who demand 
complete independence for the 
Nagas. As a result of the folly of 
the Government’s policy, in the im¬ 
mediate post-independence period, 
of trying to assimilate the Nagas in¬ 
to Assam, the situation had so 
deteriorated by 1956-57 that it could 
be said that there were few Nagas 
who were not hostile to India at 
that time. It took the Government 
a decade almost to realise the futi¬ 
lity of this policy and to reverse it 
in 1957 . If the Government can 
today claim that the number of 
active Naga rebels has been reduced 
from 15,000 to less than 2,000 the 
credit must go, whatever the success 
of the Indian army’s military oper¬ 
ations, to this reversal of policy. 


The problem, however, is by no 
means solved. What tee been achi- 

faut the resistance of these hard-con’ 
rebels is not broken yet as was evi¬ 
dent from the almost total failure 
of the Interim Government’s offer 
of amnesty made earlier this year. 
Military operations against the re¬ 
bels will, therefore, continue, but 
the degree of immunity of the mass 
of the population to their blandish¬ 
ments will depend largely on the 
success of the popular Government 
which will come into being after 
the elections next year. Fortunately, 
the experience of the past three 
years gives much cause for optimism. 

Africa Shows the Way 

A Correspondent writes from 
Addis-Ababa : 

JTRONTIER disputes are as old as 
settled human existence. Each 
century has produced its own dis¬ 
putes and the history of the world 
up to the nineteenth century is re¬ 
plete with frontier conflicts, The 
League of Nations during its exis¬ 
tence handled some 27 major dis¬ 
putes concerning frontiers, hut 
managed to solve just one, that bet¬ 
ween Greece and Bulgaria in 1925. 

The Extraordinary Session of the 
Council of Foreign Ministers of the 
Organisation of African Unity call¬ 
ed to discuss the frontier dispute 
between Algeria and Morocco was 
a turning point in the contemporary 
history of Africa. It took the repre¬ 
sentatives of 31 States exactly 
twenty-four hours to appoint an ad 
hoc seven-nation Commission of 
Arbitration. Of course, much of the 
preparatory work among the Arab 
countries had already been done in 
Bamako — significantly enough, by 
the leaders of black Africa south of 
the Sahara. Why then did Foreign 
Ministers of thirty-one States take 
the trouble of gathering here ? 

The reason is simple enough. 
Ever since the African Heads of 
States’ Conference in May, there 
has been much talk of the failure 
of the efforts to unite Africa. It has 
been said that African unity is a 
’myth* and that African leaders are 
‘immature’, 'infantile’ or ‘dreamers’ 
— the last epithet being used in a 
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of six month*. 
Organisation of 
f|jg# TJwfy '%*»' to its credit « 
series of successes, notably the crea- 
t mw of a LmrstioD Committee in 
Dar-«-5aLun. Despite these achieve, 
nrtratt, Western diplomats have ex* 
pressed their ‘amassment’ at the 
wro^uloutcorae of the meeting 
oftbe Council of foreign Ministers, 
for their basic assumption that 
“immature” Africa, left to itself, 
cannot solve its problems was 
challenged. 

: The keynote of die Foreign 
Ministers’ Conference was African 
unity; die emphasis was on solving 
African problems “within the frame¬ 
work of the OAU Charter”. No 
speaker failed to refer to the “Afri- 
canness” of the problem under con* 
lideration and the solution. The 
atmosphere of goodwill at the con¬ 
ference was unmistakable. The fact 
that the specific dispute before the 
Conference was from the Maghreb 
lost its prominence and there was 
no indication, if one is to judge 
from this Conference, that Arab 
and African nationalisms are mutu¬ 
ally exclusive. 

The Algerian Foreign Minister 
referred to the Moroccans as ‘bro¬ 
thers’ during press conferences. He 
reduced the frontier question to in¬ 
significance when speaking of an 
“African solution for African pro¬ 
blems”. Throughout the press con¬ 
ferences, African spokesmen took 
the position that if two parties said 
there was a dispute, it existed. 
There were several references to 
those who had created the frontiers 
between African countries. It was 
emphasised that the politico-econo¬ 
mic reasons for which they were 
drawn no longer existed today and 
it was reiterated that any problem, 
minor or major, could be solved 
according to the provisions of the 
OAU Charter. Africans had great 
problems of development to absorb 
their attention instead of getting in¬ 
volved ' in petty squabbles over 
frontiers. 

, c No one who sat through this con¬ 
ference, , could miss its principal 
lesson. This was that never again 
will Africa tolerate outside inter¬ 
ference in its problems, no matter 
What form. such interference took- 
IT.was.repeatedly emphasised that 
ff’&'fooliali for ..A^rihans to fall into 
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die imperialists. This it a lesson 
which statesmen in Asia. would do 
well to learn, ' 

Company Law Administration 

A CAREFUL reading of the pre¬ 
visions of the Companies. Amend- 
pient Bill, now available, does not 
support the tall claims made by 
the Finance Minister in Parliament 
when introducing the bill- The pro¬ 
posed Company Law Board is not 
meant to integrate the . regulation 
of company affairs. On the cont¬ 
rary. it clearly appears to be a move 
to fragment and ‘persona! 5 *©’ the 
administration of company law. 

The Board will be a statutory 
body all right, but it will not be 
the autonomous body that was re¬ 
commended bv the Bh&hha Com¬ 
mittee. It will not even have the 
powers which were vested in the 
Company Law Deoartment. The 
Company Law Department exercised 
atl the powers of Government tinder 
the Companies Act. The Board 
m’ght he «iven the power to regu¬ 
late stock exchanges which the 
Company Law Department did not 
have but, as the amending Bill 
specifically l»vs down, it will not 
have anv of the discretionary nowers 
possessed by Government under the 
Comnanies Act. 

Section 637 of the Companies 
Act 1956 provides that Government 
tn»v, by notification, ' delegate any 
of its nowers to a specified authority 
but shall not delegate its powers 
s”d functions in regard to some 
fiftv-two important ■ ■ sections and 
sub-sections of the Act. These sec¬ 
tions cover nearlv all the powers of 
approval, exemption. ..investigation 
and prostvntion that the Govern¬ 
ment has. The more important ones 
relate to : 

Approval' of appointment and 
remuneration of Managing Agents. 
Managing Directors, etc. and 
change of constitution of Manag¬ 
ing Agents; 

Approval of inter-oomoany in¬ 
vestments. and loans to Managing 
Agents, Directors and their asso¬ 
ciates; 

Preventing nndesirab'e person* 
from taking over control of a com¬ 
pany, and permitting reinstatement 
of directors disqualified on grounds 
of criminal offences, bankruptcy, 
-etc; . . . 

■ * -e.-ft-s** ***/• * *• > -■* -’r* • ■ 
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1 . 9 # certain 
prwrisiens 
. of 

voting power- («) standardise# 
presentation of accounts; a»|# 
(iii) disclosure of interest in snb* 
si dark*, and related matters; 

Preventing directors from voting 
at Imri.nmtiim on matters .in 
which they are Interested; 

Inspection, investigation afid 
prosecution of companies on the 
initiative of shareholder* or Go- 
verpment itself; m# prevention 
rf. oppression of miroirity sham- 
holders: 

Prohibition of 
managing agents iii' 
dustries; and 

Presentation of an annua] ■ rftl 
port on the administration' of thp 
Act to Parliament. ; 

Since Ac Company Law Depart- 
ment was a Department 6f the Cb- 
vernment, this reservation i’ • hot 
limit its powers under the. 'Aa. 
With the setting up of a Board,' one 
would have expected Government 
to delegate to the Board all the 
above-mentioned powers, except In 
regard to the last two, which in¬ 
volve matters of policy and account¬ 
ability to Parliament. The BUI ex- 
plicitly withholds all these dis¬ 
cretionary powers from the BoardC 
Where we had a single department 
before, we will now have 1.', . 

( 1 ) A Department of the Ministry 
of Finance (i) to look after policy 
matters, (ii) to seek the advice of 
the Company Law Advisory, Conpr 
mission on matters specified under 
the Act, e g, appointment qf maa$gv 
mg agents, their remuneration, etc, 
(iii) to refer cases <?£ 
merit to the proposed Tribunal which 
is to try company qffgnoes. an# f iwj 
to appoint and> presumably, super¬ 
vise the work of Registrars; 

( 2 ) A Company Law. Boqr#, to 

perform high level clerical work; 
and' .. .. 

( 5 ) A quasi-judicial Tribup*! 
which will take. over nearly all 
Company law matters from cofort* 
arid also advise Government on The 
removal of offending person* from 
the management of companies. 

If tlds Is integration, Afenthe 
Finance Minister has made a d.i*r 
tinrt contribution to semantics. 

The organisational set-up of com¬ 
pany law administration is a m«t»r 
of minor importance, which ft rot 
wotfia raffch discuSsiOn' InJ TwAnt 
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by -IjR!” p&M '— Apt 
faOW the Finance Minister 
Hilts to let it appear. Behind the 
«a At Of a quasi-judicial Tribunal, 
Finance Ministry will do what 
teds to be done in the matter of 
unpany law administration. The 
ntpoee of constituting the Company 
w Board .is not to delegate autho- 
j to a body of competent and in* 
ipendent persons but to separate 
wer from responsibility, and to 
Oicontrate; power in the hands of 
;. Finance Ministry* ' 
CsMoopreConcession* 
INDIA’S disappointment at the 
long-awaited tariff concessions by 
'« European Economic Community 
two-fold, first, the concessions 
* very much smaller than what 
id been promised during the nego- 
itiofcs for British entry into the 
E C. Even the very modest re- 
inmendations of the EEC Com¬ 
ission to the. Community’s Coun- 
of Ministers, made in October, 
Ve been diluted in the face of 
essure from the Community’s 
rican Associated Territories. Se¬ 
nd, by announcing the concessions 
{laterally, without formally con- 
iting the Government of India, 

8 Community has given notice 
at it has gone as far as it can for 
a time being and that nothing 
rther can be gained by negotia- 
ins between India and the Com- 
jnity. This appears to he a con- 
isive rebuff to India’s moves for 
:omprehensive agreement covering 
ide as well as general economic 
ations between India and the 
immunity. 

Under the provisional agreement 
iched during the U K - E E C ne- 
tiations, the Six had agreed to 
olish or reduce their common ex- 
Tial tariff on a number of pro- 
cts, mostly primary products, and, 
tides, had undertaken to negotiate 
comprehensive trade agreement 
th India by the end of 1966 at 
latest, but earlier if possible, 
less a person than Professor 
liter Hallstein, President of the 
D C Commission, had held out the 
urance, in his first address to 
European Parliament after the 
akdown of the Brussels negotia- 
as, that the offer of a trade aff¬ 
luent with India stood. Britain’s 
lure to join the Community not- 
hstendiPjg^i. . ' 

udged jtypHsst the hopes nuaed 
these premises and the frequent 
testations Of the E E C’s anxiety 
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W liberalise trade with 'developing 
countries the concessions which 
have now been announced are pal¬ 
try. It has been estimated that the 
commodities on which tariffs are to 
be abolished or reduced account 
for no more than three per cent of 
India’s exports to the Comfhnnily. 
The list leaves out manufactured 
goods as well as all semi-processed 
goods Of any significance. The rea¬ 
son advanced is that since these 
goods are also exported by coun¬ 
tries. other thin India any reduc¬ 
tion in tariffs o§ them will apply 
to these countries as well and 
should, therefore, form part of a 
general trade liberalisation by the 
EEC. This, it is argued,- is not a 
matter which can be settled through 
discussions between the Community 
and India alone. 

The reluctance of the Six to make 
any substantial concessions to India 
outside a multilateral framework 
stems from their unwillingness to 
make any concessions which are not 
matched bv other industrialised 
countries. Much depends, therefore, 
on the progress of the Kennedy 
round of trade talks at Geneva. 
Unfortunately, negotiations between 
the EEC and the United States 
have got bogged down and the pos¬ 
sibility of the Kennedy round drag¬ 
ging on inconclusively cannot be 
ruled out. 

The success of the negotiations 
between the EEC and the United 
States is vital for the world con¬ 
ference on trade and tariffs next 
May. Insofar as this is in doubt 
and the industrialised countries are 
unable to agree on reciprocal tariff 
cuts, it needs to be considered whe¬ 
ther the problem of increasing the 
exports of the developing countries 
should not be delinked from that of 
trade arrangements among the in¬ 
dustrialised countries. This can be 
done by waiving the “most favour¬ 
ed nation clause’’ so as to enable 
special treatment to be accorded to 
the developing countries. At present 
this clause is waived for gmuns of 
countries like EEC and EFT A, 
which aim to establish complete 
free trade among fbemselven eventu¬ 
ally. It can be readily admitted that 
to permit departures from the most 
favoured nation principle with a 
view to making possible freer trade 
among particular countries or 
groups of countries is an inferior 
alternative to a"general reduction 
in tarjffe and free trade all found, 
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but lift tame "'at tMa’twi&gasi 
possible, it i« a prtttftca] cotinw » 
promote restricted free trade with¬ 
out reducing the impetus towards 
freer world-wide trade. 

Unit Trust 

THE debate on the Unit Trust of 
India Bill, passed by the Lok 
Sabha on Thursday, was not among 
the liveliest. Understandably,. be; 
cause unit investment trusts are 
not an innovation, but have worked 
with conspicuous success in - other 
countries. To the Swatantra party 
and other spokesmen of the private 
sector, T T Krishnamatbari could 
point out. that die trust would help 
to bolster up the stock markets by 
pumping money into them from a 
hitherto largely untapped ‘ source. 
At tlie same time, he could tell the 
socialists that by enabling the 
middle classes and the man of 
small mea’ns to invest in shares, it 
would help to diversify share¬ 
holding. So all that either side in 
the Opposition could say was that 
it would depend on how the scheme 
worked and with this T T K could 
readily afford to agree, 

The trust is to start operations, 
modestly enough, with a capital of 
11s 5 crones contributed by the 
Reserve Bank, the L I C, the State 
Bank and other scheduled banks 
and financial institutions, though 
the Finance Minister hopes that 
eventually its funds would swell to 
Rs 100 crores. The trust will buy 
and sell securities, including bonds, 
shares or other stock of statutory 
corporations, companies or other bo¬ 
dies corporate. Its investments will 
be split into units which will 
be sold to the public. The Bill pro¬ 
vides that the value of these units 
will not be less than'Rs 10 or ex¬ 
ceed Rs 100. With the proceeds 
of the sale of its units, the trust 
will, at its discretion, eventually 
repay the original contribution to 
its capital. 

The two provisions in the Bill 
of particular significance to the 
potential investor in the trust are 
those relating to the distribution 
of profits and exemption from 
taxation. The trust will be obliged 
to distribute at least 90 per cent 
of its net income, dividends being 
declared and distributed - to the 
unit-holders once every year. The 
tax concessions eranted to. the trust 
are two-fold. First, die trust itself 
is completely exempted from pay- 
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- % ' lat -' on : its income. Second) 
income derived from the trust by 
a unit-holder is exempted from in- 
ooitie ta*, and from super tax in 
marginal cases, upto a maximum 
Of Rs 1,000 per annum. T T K 
expects that in view of these pro- 
.visions, the trust should yield an 
income of 8 to 10 per cent,to its 
Unit-holders. This is higher than 
the yield on any form of invest¬ 
ment at present available to the 
class of people for whom the trust 
is primarily intended. There is no 
limit on unit-holdings in the trust 
by any individual but the ceiling 
on tax exemption will ensure that 
holdings beyond a limit will be 
less profitable. Similarly, while 
institutions and corporate bodies 
are not precluded from investing 
In the trust, the tax concessions 
available to individuals will not 
extend to them, except that in the 
case of the initial contributors to 
the trust’s capital, their income 
from the trust will be exempt from 
super-profit tax. 

Apart from the yield, the attrac¬ 
tiveness of investment in the trust 
will depend upon the negotiability 
of its units. The Bill provides that 
the trust will purchase back its 
Units at prices announced by it 
from time to time. Transfers of 
units are also to be permitted, 
subject to certain conditions. The 
buoyant receipts from the Govern¬ 
ment's small saving schemes, to 
which T T K drew attention while 
introducing the Bill, is a hopeful 
portent for the trust provided, of 
course, the returns on its units 
compare favourably with other 
forms of investment available to 
the small and medium savers, 
particularly the latter, and the 
potential investor can be convinced 
of the negotiability of the units. 
Whether the trust will merely di¬ 
vert savings from other forms of 
investment is not the important 
question that it is often made out 
to be since the provision of more, 
and increasingly attractive, avenues 
of investment is necessary if peo¬ 
ple are to be induced to save more. 

Not unexpectedly, the demand has 
been raised in Parliament and in 
the press that unit trusts, enjoying 
similar tax privi’eges. should be 
permitted to be established in the 
private sector. At its most sophisti¬ 
cated, the argument advanced is 
that concentration of investment re- 
sources is the hands of one or two 


bwtltutwns, whether Wanging to 
the private or public sector, makes 
for narrower markets in shares and 
exaggerates movements in their 
prices, whereas the existence of a 
number of investment institution* 
each following an independent in¬ 
vestment policy and competing with 
the others not only contributes to 
the stability of stock exchanges but 
also gives a wider choice to small 
investors. 

The Finance Minister’s answer to 
this argument was, first, that it was 
unlikely that there would be imme¬ 
diately enough business for a num¬ 
ber of competing organisations and, 
second, that it was quite likely that 
the control of private trusts would 
pass into the hands of managing 
agency houses or big business 
groups. In view of this possibili¬ 
ty. he felt that the Government 
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was well advised to avoid the riefcf 
experiment of creating a number c3 
weak organisations and trying to 
exercise over them only such con- 
trol as could be. provided by a gene¬ 
ral law. It would also he almtet 
impossible to extend to any private 
organisation the tax concessions 
that have been provided in the Unit 
Trust Bill. 

The Finance Minister, however, 
indicated that it would he possible 
eventually to broaden the manage¬ 
ment of the trust, which will be 
initially controlled by the Reserve 
Bank through its nominees on the 
Board of Trustees and the Execu¬ 
tive Committee of the Trust, by the 
appointment of nominees of unit 
holders to these bodies, once the 
number of such holders becomes 
sizeable. 


Cleaning the Image 


KASHMIR has again been occupy¬ 
ing some of our time and atten¬ 
tion. This is no doubt due in some 
measure to the bellicosity of a frust¬ 
rated Pakistan, but it is also due to 
the rather dramatic suspension of 
some ninety-odd officials in the 
State by Bakshi Ghulam Moham¬ 
mad’s successor, Shamsuddin. It is 
not easy to act in this manner. What 
about rules and regulations, and the 
processes of the law? But then, 
anything is possible in Kashmir! 

At first, the once-bitten-twice-shy 
elements were inclined to believe 
that Shamsuddin was getting rid of 
his opponents in thp administration 
o la Bakshi, that probably a number 
of honest men had been convenient¬ 
ly branded as corrupt. This impres¬ 
sion, however, was short-lived. 
Shamsuddin apparently had acted 
against men known to be guilty. 

But what about the others? 
What about Bakshi’s most trusted 
lieutenants in the administration? 
Shamsuddin was quick to explain to 
Delhi that he could not deal with 
them in this slap-dash manner be¬ 
cause Bakshi had made them full- 
fledged members of the administra¬ 
tive service, unlike those who had 
been dismissed. But, to emphasise 
his determination to continue the 
good work, Shamsuddin appointed a 
Deputy Chief Stcxeteiy to clip the 
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wings of the all-powerful rhi» f 
Secretary, who during Bakshi’s re¬ 
gime, was known as ‘the boss’ eveih 
to Ministers in the Government. 
.This move is probably aimed at 
corrupt elements hiding behind ser¬ 
vice privileges. 


Delhi Taken by Surprise 

Shamsuddin has certainly acted 
before anyone in Delhi expected him 
to. He is assured a warmer wel¬ 
come on his next , visit from , three 
policy-making Indians who have 
developed a guilt-conscience about 
Kashmir, and not without reason. 
When he met the Prime Minister 
last time, the defeat of G M Sadiq 
was still too fresh to encourage Cor¬ 
diality. Not without reason, the 
Prime Minister found it difficult to 
believe that an unknown politician, 
and a nominee of Bakahi at that, 
would launch the urgently-needed 
clean-up in Kashmir. Now, the 
position is somewhat changed. 

Visitors returning from Srinagar 
suggest that there is every possibility 
of a concordat between Sadiq and 
Shamsuddin, that once this rappro¬ 
chement takes place the stage wit 
be set for the termination of the 
trial of Sheikh Abdulla and lus 
release. For the moment, however, 
Shamsuddin has promised to speed 
up.iha unnacawarily long draw* 
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out proceedings and to : cut 'oof *Sp... 
aspect* of the trial which many 
ffla ^Ar to ' be undignified. Of 
course, Shamsuddin must ««te 
cautiously. He cannot take on all 
the. ambitious contenders for power 
Ja the valley at the same time. Nor 
would tihe Prime Minister want him 
’>to. : ' 

The cynics, and they are not a 
few, continue to point to the skele- 
" tons in Shameuddins cupboard. 
.Yes, Without a doubt, during the 
coming months Shamsuddin will 
have to deride whether he wants to 
give Kashmir a clean Government 
or whether he would rather follow 
in the, footsteps of those in the Natio¬ 
nal Conference who are beginning 
to sew him as a threat to their ela¬ 
borate web of corruption. He can¬ 
not dilly-dally for long. And, may¬ 
be, be will need to change the 
National Conference into the Natio- 
nal Congress to break through. 

Who Will Expose Whom ? 

The corrupt leader, the corrupt 
bureaucrat, the corrupt politician, 
the corrupt academician, the corrupt 
hangera-on — all these are under 
constant discussion in the Capital. 
Corruption takes a multitude of 
forms among those who control the 
power levers. A few bottles o! 
whisky regularly from a diplomat 
friend; a scholarship in a foreign 
university for a son or daughter; an 
industrial license; a free trip 
abroad; a percentage in the prohts 
of a business venture; an affluent 
directorship in a new or old con¬ 
cern; a free holiday in the hills; 
an attache case full of bank notes; 
a ball point pen; a transistor radio; 
a gift of a gadget smuggled through 
customs. These forms of corrupUon, 
and others too numerous to list, 
envelope so large a section of the 
Establishment that there is a re¬ 
luctance to get involved in ‘expo¬ 
sures’. There is confusion as to who 
will expose whom. So the discussion 
thrives underground, as it were. 

Is it possible that even as it 
prods the States into action against 
the pockets of corruption, the 
Centre will convince itself of the 
peed to clean the administrative sta¬ 
bler nearer home? Home Minister 
Nanda would like to see this hap- 

E in, but the task is forbidding. As 
r-tho^vwho have been surveying 
the spreading iMfection, they are 
hoping $at life Jiracdowin Bafe 
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Delhi, for the moment, h enjoy¬ 
ing the arrival of winter. And with 
winter, conferences, seminars and 
visits by VIPs begin. The time-table 
is, as usual, rather impressive. Offi¬ 
cialdom, however, continues to he 
tortured by the rue in prices, sugar 
shortages, the food muddle and the 
‘declining rate of economic growth. 
But the debate in Parliament falls 
to throw up a plan to tackle these 
inter-locked crises. The Prime Min¬ 
ister seems to be of the view that a 
toning up of the administration is 
all that is required. Others speak 
of reviving the ‘dedicated spirit’ 
now dormant throughout India. 
The trouble is that no influential 
person or group is prepared to go 
beyond peripheral issues. 

Msm Contacts by Congressmen 

Over the past few weeks, and 
particularly since the Jaipur session 
of the A1CC, .the feeling is grow¬ 
ing in leading Congress circles that 
no real change hi the situation can 
be achieved unless the organisation 
of the ruling party at the base is 
galvanised. The present inactivity 
not only prevents a proper projec¬ 
tion of Governmental policies among 
the people hut also destroys the 
possibility of a feed-back to the 
Government of the feelings and re¬ 
actions of the people. There was 
a time when the Congress Party 
organisations were able to perform 
this dual role; in fact, it was this 
role which always gave the ruling 
party a tremendous lead over others. 

Surprisingly enough, this realisa¬ 
tion is one of the by-products of 
the so-called Kamaraj Plan. Maas 
contacts by party leaders who have 
'renounced’ ministerial office and 
by those who were compelled to re¬ 
sign, like Menon and Malaviya, have 
been strikingly successful. Indeed, 
even unpopular fiscal and gold poli¬ 
cies have lost some of their odium 
as a result of persuasive explana¬ 
tions. A leadership, which over the 
years became obsessed with its le¬ 
gislative functioning, is now being 
reminded that effective Government 
is not possible in present-day India 
without a continuous dialogue with 
the people at every level. 

So serious is this isolation from 
the people that very often decisions 
are.taken on the basis of supposed¬ 
ly. accurate fialyste of the moods 
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' Cangiamaea ■ have at tait ewwfato- 
ed thet» that the press knows heat 
to nothing abeut the reactions of 
the people. They are now only toe 
chary about becoming the victim* 
of what someone called 'the Roman 
alphabet’! 

If the Bhubaneswar session of 
the Congress Party, tobe held early 
in January next year, is able to 
break the apathy which grips the 
organisation at the base, it may 
well succeed in salvaging the eco¬ 
nomic plate and perspectives which 
are today in danger. Other parties, 
too, need this kind of challenge 
and confrontation; for some odd 
reason, they inevitably reflect the 
flabbiness of the party in power. 
The crisis facing the Congress Party 
today is not one of defining social¬ 
ism, but of implementing it. 

Errata 

In the article, “Algeria’s Un¬ 
finished Revolution” by Frederick 
F Clairmonte (The Economic 
Weekly, November 23, 1963), on 
page 1929, in column one, para 
three, please read “century” for 
“country” in the sentence ending : 

“. . . one of the authentic revolu¬ 
tions of our country”. The error 
is regretted. 

In part II of the article, “Death 
of a Maharani”, by Barun De (The 
Economic W eekly, November SO, 
1963)- on page 1962, in column 
three, the fourth sentence begin¬ 
ning “ Nor is Benoy Chow- 
dhury ...” should be substituted 
by the following : 

“Benoy Chowdhury, who had 
been evading a police warrant for 
his arrest issued in November 
last year, appeared in .public last 
month and was arrested. He has 
just been released to fight the 
Legislative Assembly seat once 
again as the Communist candi¬ 
date. The Congress nomination 
has gone to a lady, and not to 
Abdus Sattar. Narayan Chau- 
dhuri is the Congress candidate 
for the vacant Parliamentary 
9eat which Gurugobinda Basu 
was unable to fill”. 

The correction was received too 
late from the author to be in¬ 
corporated in the text. 

. _ ... -Ed. 
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Control on Commonwealth Immigration to Continue 


Y^ITH alt eyes on Washington! 

the renewal of Britain’s Com- 
mdnwealth Immigrants Act last 
week went almost unnoticed. (The 
Act, which came into force on 
Jfuly 1, 1962 was due to expire, 
unless renewed, at the end of this 
year. It was the first step Britain 
hod ever taken to curb the free 
entry of Commonwealth citizens, 
and when first introduced it was 
vehemently opposed by the Labour 
Party as a racial measure. Their 

[ >rotests last week were significant- 
y milder. 

The reason was partly political: 
an election is approaching, and 
there can be little doubt that curbs 
on immigration are on the whole, 
approved of by the electorate, espe¬ 
cially by the working class which 
bears the full brunt of the burden 
in terms of housing and jobs. But 
the change was partly also a com¬ 
paratively honest reflection of a 
situation which in some of the 
large cities is tending toward that 
of the cities of the northern United 
States. 

Labour's Changed Attitude 

Labour’s new line was 'that they 
were prepared to accept some con¬ 
trol on immigration, but they 
would prefer it to be by a quota 
system agreed with the Govern¬ 
ments concerned, It is hard to 
see how this could be carried out 
without having the effect — what¬ 
ever the wording or the intention— 
of racial discrimination, and La¬ 
bour has not found it easy to 
answer the charge that they are as 
ready as their opponents for dis¬ 
crimination, provided someone else 
has onus of carrying it out. In 
any event, Government spokesmen 
knocked down the Labour argu¬ 
ment pretty smartly by pointing 
out that controls, under a quota 
system, at the source of immigra¬ 
tion had already been tried and 
had failed. If the need for restric¬ 
tion was accepted, they said, it 
was the British government’s res¬ 
ponsibility to carry it out and to 
carry it out effectively. 

Ia there a real need ? The Con¬ 
servative answer is to point to the 


figures of immigration before and 
after the Act came into force. The 
statistics that originally justified 
the Act were given by R A Butler 
in November 1961. The net inflow 
of immigrants from what he poli¬ 
tely called the “new" Common¬ 
wealth countries (that is, except 
for Cyprus, the non-white) was as 
follows : From 1955 to 1957, a 
yearly average of about 43,000. In 
1958, 30,000. In 1959, only 21,000. 
But in 1960 the flow increased to 
58,000 and in 1961 it became a 
flood : the final figure for that 
year was about 136,000. The Gov¬ 
ernment announced its intention to 
bring in restrictions in the autumn 
of 1961, and the first half year of 
1962 saw 1 a net inflow of 95,000 
of whom some, ho doubt, were 
rushing to get in before the barrier 
came down. 

Rise in Immigration from India 

The Act introduced a voucher 
system, (for those who wish to 
work : students and visitors are 
uncontrolled) under three catego¬ 
ries: A, those with jobs already ar¬ 
ranged; B, those with special 
skills; C, those with ‘neither jobs 
nor special skills. Any voucher- 
holder can bring his immediate 
dependants. The figures that follow, 
of application for and grant of 
vouchers from July 1962 to Octo¬ 
ber 25, 1963, are for all Common¬ 
wealth countries, but the weight of 
the white countries in them is 
slight. 


Category 

Applications 

Issued 

A 

15.000 

9,500 

B 

14 500 

13,500 

C 

289,500 

37,000 


The issue of vouchers, of course, 
does not necessarily mean that all 
have been or will be used. Appli¬ 
cations are now being made, the 
Home Secretary said last week, at 
a rate of 10,000 a week, 

The net immigration since the 
Act came in has been : July 1962 
to June 1963. 34,000; July 1963 
to October 1963, 30,000. These 

figures cover arrivals and departu¬ 
res of every kind, including those 
not subject to control. 


One interesting feature is the 
massive growth of immigration 
and, still more, attempted immi¬ 
gration, from India and Pakistan. 
The Act was originally provoked 
largely by West Indian immigra¬ 
tion : they provided 66,000 of 
the 1961 figure of 136,000. In con¬ 
trast, as late as i960 Indian and 
Pakistani immigration was only 
8000. In 1961 it was 49,000. By 
now these two countries accou’nt 
for nine-tenths of the applications 
(284,000 out of 319,000 up to 
October this year) and about two- 
thirds of actual arrivals. 147,000 
Indians have applied for C vouch¬ 
ers, of whom 15,000 have been 
granted, while some 6,000 have 
received A or B vouchers. From 
Pakistan have come 130,000 appli¬ 
cations. in all categories, of which 
17,500 have been allowed. 

One reason — we are told here 
—for the pressure that has brought 
applications to the staggering year¬ 
ly rate of half a million is that 
valid vouchers are virtually a mar¬ 
ketable commodity in India, which 
suggests that many of the half 
million may have no serious inten¬ 
tion of coming here. Another, 
conceivably, is that the more ex¬ 
tensive kinship systems of Asia 
provide a built-in multiplying fac¬ 
tor : one Indian already here is 
likely to be followed by a larger 
“number of relatives than would 
the corresponding West Indian. A 
third undoubtedly is that Asians at 
both ends of the pipeline have 
been quicker than West Indians in 
seeing the commercial possibilities 
of immigration, acting in effect as 
combined travel, accomodation and 
employment agencies. 

New Dimensions 

The swing to Asian immigration 
adds new dimensions to the argu¬ 
ment in Britain. The simple nu¬ 
merical o'ne, on which our restric- 
tionists are apt to harp, is the 
gigantic population of the Indian 
subcontinent. Proportionately far 
fewer Asians than West Indians 
come here. But suppose the pro¬ 
portion were to rise ? The British 
labour market has been able to 
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'Ufa Influx of unskilled ''I** 
bour over-the p$st*few years. tod 
■ indeed has greatly. profited 1 by ; it. 
Could it absorb a steady annual 
inBow ot say, 250,000. particularly 
when w* are on die threshold, of 
“the; technological , unemployment 
. which already plagues the United 
Statds ? 

Certainly pur housing stock could 
not. Britain builds about 300-000 
houses a year, and the housing 
position is ‘poor in comparison 
with other western living standards. 
The, immigration to date has been- 
largely contained by what is (by 
western standards) -shocking, over¬ 
crowding, which has provided a 
.rich harvest for racketeering land¬ 
lords of all races. These are seri¬ 
ous economic questions, independ¬ 
ent of race, though of course the 
argument is seldom conducted in 
purely economic terms. 

Racial Prejudice 

The directly racial issues are 
complex. The general context is 
one in which crude and violent 
racism is rare, and its overt poli¬ 
tical expression, the fascist Union 
Movement, singularly unsuccessful. 
At the other extreme, those who 
positively welcome the new arri¬ 
vals are also uncommon. (If one 
reads Hindu-Muslim for white-black, 

' I think one finds both extremes 
more widely represented in India 
than the equivalent here). Perhaps 
the commonest reaction, among 
those most affected by the immigra¬ 
nts, is the feeling that “they’re dif¬ 
ferent”, and the habit of seeing 
them as members of a race aftd in 
unfavourable racial Stereotypes. It 
is this that produces the alarming 
proportion of ,‘rnom to let’ notices 
which snecify “sorry no coloured” 
or- “English only-’’. It would be 
nice to claim that the landladies 
of England do not Represent the 
publ : c at large, but it would be 
optimistic. The racial stereotype 
may, of course, be accompanied by 
warm feelings .towards particular 
immigrants.' 

Here, in short, we have a classical 
situation of prejudice, in which 
what may be perfectly reasonable 
objections to individuals are trans¬ 
ferred to a group at large; a preju¬ 
dice which is not strongly fe't, but 
which could s obviously become 
stronger, and which no doubt already 
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" impinge* 

Irekpowd to it. 1 •' J 

Asians and Veit, fatom 

Within ibis situation* the, Asians 
“ stand in a rather differentpoaition 
from th« West Indians.. They had 
the initial advantage that the image 
of the Asian here is, on - the whole, 
that of a more educated, man:; « 
large proportion of Britain’s hospi¬ 
tal doctors are Asians, and theta 
have always been mariy Asian stu-_ 
.dents (not that students are Bri¬ 
tain’s -most highly esteemed class). r 
On the other hand, as a community 
— except for the anglicised upper 
class — they are far mqre ‘differ¬ 
ent’, to the average Englishman, 
than are the West Indians. 

All the West Indians, speak Eng¬ 
lish; in broad terms, their behavi¬ 
our is not unlike that' of a more 
boisterous and friendly Englishman 
(the ‘Tommy’, I mean, rather than 
the pukka sahib); and they make 
no attempt to keep themselves to 
themselves. In contrast many of 
the recently arrived Asians speak 
little English; their customs and 
religion are strange; and they tend 
to be reserved and to stick to their 
own community. (This aspect is 
very fully discussed in “Indian Im¬ 
migrants in Britain” by R H Desai, 
recently published here by Oxford 
University Press.) 

This of course means that they 
impinge less on their English neigh¬ 
bours (not always; Indian readers’ 
must forgive me for reproducing 
the savage comment of a Midlands 
housewife printed in a daily paper 
inquiry into native attitudes to the 
Asian immigrants — “They spit. We 
don’t”. Those four words reveal as 
much — on both sides — about in¬ 
ter-racial misunderstanding ag many 
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tidily Apart: if Britain is evar in- 

■ tegmfed, it yffr'lfc wi$-4b>e W«t 
' Indians. - 

So lrfttg as the Asum jcOTinfftmly 
arouges no strong feelings (and of 
coursq .there fs no,parallel wltft- 
East Africa here.)'no harm may : be 
done. But if some “catastrophe esti-. 
abled ,etitnig . racial -feelings -to, be. 
whipped up, the exclusive Asian 
mtght t find himself no more popu¬ 
lar. than the gregarious West, Indi¬ 
an. Even short qf that, this pheno-' 
menon may have, long-term impli¬ 
cations for British Government po- • 
. lfcy. I should guess that even a hy¬ 
pothetical Labour administration 
which positively welcomed Cbm- ,l ' 


monwealth immigration would much H 
less welcome the establishment of a 
really large community- that would 
remain, in a real sense, alien.’ 

Race Prospects Gloomy 
Overall the race -prospects Here 
are gloomy. In the near future In¬ 
tegration of the new immigrants, 
who now total about 1 per cent of 
the population, seem* unlikely. It ' 
is alas, .certain that tensions will 
grow as their number grows, and the 
Labour Party’s proposal to make 
racial or religious discrimination an 
offence in law will not change pri¬ 
vate attitudes (the solution, of the 
housing problem would do far 
more). In this position, there are 
sincere differences of opinion be¬ 
tween those who argue that immig¬ 
ration control tacitly encourage? 
racial feelings, and those who say 
that such feelings will be far more 
exacerbated by a continued flood of 
immigrants, and that control is a 
lesser evil. Both groups would un¬ 
doubtedly be glad if the pressure of 
immigration could miraculously 
ease of its own accord. . - 
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A. Vote for 



THE general elections have left 
* • both, the ruling Liberal Demo¬ 
cratic Party, and.we Socialists, the 
bskding' opposition party, ‘with »• 
Sliced seats ffsee table below). 

Hie Liberal Democratic Party 
baa} hoped to wtn .two-thirds of Ac 
total seats in the Piet so as Ho be 
able. to, change the Constitution. 
Put now it cannot-do this even with 
the support of the . Independents, 
rpost of whom are conservative 
supporters: The * Socialist Party 
too, far from improving its posi¬ 
tion as a result of its. “structural 
reform” policy, has lost ground 
‘apd some of its leftist members 
have demanded the resignation of 
the Chairman,' Kawakarni Jotaro. 
The Democratic Socialist and Com¬ 
munist. parties as well as the Inde¬ 
pendents have registered significant 
gains. But while the Democratic 
Socialists’ share of the poll has 
dropped, the Communists and Inde¬ 
pendents have won more seats and 
improved their share of the poll. 
It appears as though the more or 
less total commitment of the Japa¬ 
nese 'Communist Party to the Chi¬ 
nese position in the Sino-Soviet 
dispute has not affected its position 
in the least. 

... Change in Strength' of Factions 

The election has slightly changed 
the relative strength of the main 
factions in the Liberal Democratic 
Party: 


1963 

1960 

50 

48 

46 

35 

37 

.32 

47 

52 

29 

30 

"22 

25 

20 

25 

14 

' U 

21 

20 


Ikeda, Prime Minister 
Miki, Chairman of 
Minister 

Miki, Chairman of 
LDP Policy Board 
Sato, Minister for 
Olympics 
Ohno 
■ Fujiyama 
Koyu Club 
Ishii 

Tory “Reformers” 


The Japanese electoral system is 
based on two or three-member con¬ 
stituencies so that every vote given 
to the top candidate over the mini¬ 
mum required for victory is a vote 


rivalry - within a party, leading to. 
cotnpetititfn for votes among ita 


candidates' iti a constituency can 
be disastrous. Further, the number 
of invalid^ votes tit Japanese elec¬ 
tions is usually very high, some¬ 
times ho less man 6 per cent. The 
ballot paper is a blank sheet, suit¬ 
ably numbered,' in which the voter 
’ has to~write the names of the can¬ 
didates. either in characters ikanji) 
or in a special Japanese phonetic 
' script, {katahana)\ Since many 
Japanese surnames,, have the same 
sound, it . is a favourite trick of 
political , parties to confuse the 
voters by nominating candidates 
withr similar-sounding names. 

Doe and Dpnt* for Candidate* 

, Japanese electoral la# is very 
comprehensive and lays down in 
great detail what candidates can 
and cannot do. The legal restraints 
on a candidate’s conduct are so 
stringent — even house-to-house 
visiting is forbidden — that it is 
impossible for any candidate to 
strictly conform to the law and yet 
carry out a poll campaign. The 
electoral tew is enforced by the 
police independently of the elect¬ 
oral commission and a candidate 
could be arrested if one of his sup¬ 
porters stuck a picture of His on a 
lamp-post! 

The electoral constituencies need 
to be redistributed'so as to reflect 
the rapid large-scale movement of 
the population to the towns. There 
is no constitutional provision which 
ensures such redistribution auto¬ 
matically. The only way of doing 
it is to get an act unanimously 
passed by the Diet which is- of 
course, near-impossible. 

The key to success in the Japa¬ 
nese elections lies in organisation 
and in getting in touch with every 
one of tlje voters. The Jibuti, or 
area of influence, system is still the 
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chief method of election to the Diet 
and these jtbuns are carefully ten¬ 
ded. The Socialist support comes 
mainly from well-organised Sohyo 
(the trade union congress) chapters, 
the Democratic Socialists owe much 
of their support to the Dome! Kaigi 
(confederation of labour) and -thr 
Liberal Democrats have Iqcal-sup¬ 
porters through - the Chambers of 
Commerce and the various emplo¬ 
yers’ Federations. -, *■ , 

The great increase in the strength • 
of the KoTio and Miki factions of 
the Liberal Democratic Party can 
be attributed to* the distribution of 
money through the* Liberal Dento- 
’ critic party organisation and thraugh 
public works subsidies: The weak- 1 
ening of the Eisaku Sato faction is 
undoubtedly due to Sato’s loss of 
influence as a result of Being out¬ 
side the last ikeda cabinet until ■ 
the final reshuffle. His anxiety to' 
join the cabinet though he is an • 
outspoken critic of Ikeda confirms 
this. 

Policies Matter Little ' 

A foreigner looking at the’ poll-' 
tical scene in Japan is likely to be 
misled into thinking that the electo¬ 
rate is. influenced by the specific- 
policies and programmes of the 
political parties. In fact,. success 
or failure of particular programmes 
has little bearing on the relative 
position .of the parties. 

For instance, the rapid increase' 
in the cost of living (10 per cent 
during the last year) is an issue 
uppermost in every one’s mind. 
We recently took two guests from 
England to a department stofe. 
They found- prices so high .com¬ 
pared with those in England that 
they bought nothing. Yet when t 
first came to Japan four years agftiS 
prices of most goods compared * 
favourably with prices in England, 


General 

Election 

Results s 1963 

and 1960 


‘ 

1963 

I960 


Party 

Seats 

Percentage 
■ of poll 

Seat* 

Percentage 
* of poll 

Liberal Democratic 

2S3 

54.6 

296 

57 56 

Socialist 

144 

29.03 

145 

27 58 

Democratic Socialist 

23 

7.87 

17 

877 

Communist 

S 

4.01 - 

3 

2.88 

Independents ' 

12 

4.92 • 

6 

8.18 


467 


467 
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In any other country a rise of over 
10 per cent in prices in a single 
year would be a burning political 
issue, but the opposition parties 
here have hardly exploited it. There 
have been no major demonstrations 
nor have the Socialists advanced 
any proposals for curbing the price 
rise. The liberal Democrats’ con¬ 


tention that rise in prices is part 
of the cost of rapid industrialisa¬ 
tion has not been challenged. 

Similarly, the disastrous Fukuoka 
mine explosion in which over 400 
miners lost their lives on account of 
poor safety precautions and over¬ 
working of the mine to make up for 
loss of production during a previous 


strike has not affected the liberal 
Democratic Party's standing at the 
polls. Apparently, the average 
Japanese voter does not yet regard 
his vote as representing his inte¬ 
rest in national policy. If he or 
his district succeeds in securing a 
small fraction of the nation’s natio¬ 
nal income, he is satisfied. 


‘ALL A 
BLOWING 

‘ ALL A 
GROWING’ 


What keeps blowing and growing in Bumper 
is IISCO Steel and in fact there is about a 
million tons of steal ingots a year, hot 
to tolk of finished steel, blooms, billets, bars, 
sheets, rails and structural—coming out 
ceaselessly from the integrated steelworks. 

These, the end products of Burnpur 
*blowing and growing', help to shape 
many o thing which form part of our 
daily life and part of our industrial life. 

Indeed, in every sphere of the 
country's endeavour at present, 
IISCO Steel is playing a 
very substantial part. 



IISCO 

FACES THE 
FUTURE WITH 
CONFIDENCE 
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Unpopularity of Popular Will 
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IN Calcutta on Monday the West 
Bengal Cabinet decided to ex¬ 
clude industrial townships from 
die operation of the State Pancba- 
yat Act. i Tea gardens and -reserve 
forests, we were reminded, had al¬ 
ready been excluded from the scope 
of the measure. Promptly sprang 
to mind the absence of local self- 
government in New Delhi, where 
permanent damage was done by 
Chowdhary Brahm Perkash when 
he knew he would be out of office 
in another twenty-four hours. The 
Government of the U S A, cham¬ 
pion and defender of democracy 
throughout the world, also denies 
democracy in Washington D C. 
Democracy. Winston Churchill has 
told us, is the worst form of gov¬ 
ernment — except for the others. 
It must still be too good for areas 
that matter, politically or econo¬ 
mically. It is a little surprising — 
is it not? — that critics of demo¬ 
cracy have not worked on the 
theme. Even in Calcutta, where 
civic democracy is to be seen at 
its worst, the acknowledged but 
uaemphasised limits of the popular 
will have received too little intel¬ 
lectual attention. 

Between the idea and the reality, 
Eliot told us long ago, falls the 
shadow. It is here suggested that 
the shadow, in India, has been 
lengthening alarmingly, with few 
alarmed (which is another alarm¬ 
ing factor). Monday’s decision in 
West Bengal, outlawing democracy 
from industrially important areas, 
only symbolised a contradiction 
that has been going on, at great 
expense, in this country since inde¬ 
pendence: the contradiction bet¬ 
ween our political superstitions 
and our economic aims, our econo¬ 
mic superstitions and our political 
aims. 

Town Planning 

West Bengal also decided, on 
Monday, to introduce legislation on 
town and country planning to con¬ 
trol land speculation, unrestricted 
building operations and unplanned 
growth of towns. Asansol and 
Raneegunge, the main industrial 
zones, are to have planning organi¬ 
sations. Dr Roy's "Ruhr of India”. 
Durgapur, has already seen the 
consequences of rapid but unplan¬ 


ned growth; next door to hand¬ 
some quarters are slums and tea 
shops. If the Government of West 
Bengal has at last woken up to the 

E roblem, it is to congratulated; 
ut there is reason to fear that the 
new restrictions may only inhibit 
growth, without stopping ugly con¬ 
structions in or around industrial 
installations. But that is a matter 
of detail. 

What deserves more earnest con¬ 
sideration is why,! panchayats are 
good enough for certain villages 
while they cannot be applied to 
places where things are happening. 
The planning organisations, or 
units, contemplated by the Govern¬ 
ment of West Bengal for industrial 
townships will presumably be con¬ 
stituted by Government servants, 
experts of Borts, pretending to re¬ 
present nobody except the Govern¬ 
ment. They will not, in other 
words, be elected. Perhaps the 
panchayat-ruled villages should be 
proud of their democracy and look 
down upon “developing” areas for 
their incapacity to organise their 
affairs through popular will and 
direction. Are they proud? Or 
do they envy the development tak¬ 
ing place in the “undemocratic” 
areas? 

Deeper Dichotomy 
The dichotomy eoes deeper. In 
theory and wasteful practice this 
country clings to certain Gandhian 
ideas. It was left to certain Gand- 
hiatis lately to admit and exnose 
the prodigious waste over the Ambar 
charkha in particular and khadi in 
general. The loss through Prohi¬ 
bition goes into millions. India’s 
three plans have, for all their in¬ 
dustrial bias, invested, uneconomic- 
ally. millions of rupees in the vill¬ 
ages where the harvest has been 
mainly political. All this in obe¬ 
dience to Gandhi. Panchayats were 
his idea too; and every State has 
enacted legislation to bring them 
about without for a moment pon¬ 
dering over their relationship with 
or relevance to the economic ambi¬ 
tions the country has developed 
under Nehru. These ambitions are 
overwhelmingly industrial, with 
which this writer is in sympathy. 
Panchayats are not; not because 
the people do not want cheap and 


mass-produced consumer goods 
but because they have been told 
that “the good life” is at variance 
with comfort, kt alone affluence. 
Nehru has pursued the modern 
path, without ever disowning the 
old superstitions which Gandhi, 
with his peculiar magic, introduced 
into twentieth-century thinking. (A 
handicap Africa does not suffer 
from). 

Those who deplore the ineffici¬ 
ency of democracy and plump for 
the apparent decisiveness of other 
forms of government forget that 
for one efficient totalitarian govern¬ 
ment there are and have been at 
least ten incompetent dictatorships. 
Criticism of panchayats need not, 
therefore, stem from a lack of faith 
in democracy. It rests, rather, on a 
certain doubt about the compatibility 
of the articulate popular will and 
the unstated and very material 
desires of the people. Panchayats 
represent the former, where caste 
and hypocrisy are the chief ingre¬ 
dients. The people’s greed for 
goods has yet to find its spokes¬ 
man. The chimneys of Durgapur, 
Asansol and Raneegunge do speak 
their own language; but it is a 
language without a script and, so, 
has remained unwritten and unread. 
Hence the proliferation of pancha- 
yats over most of India, unindustria- 
lised, while Durgapurs and Asan- 
sols, undemocratised, have to be 
treated as isolated exceptions. 

No Conflict 

Any suggestion of an inherent con¬ 
flict between democracy and indust¬ 
rial progress is the last thing intend¬ 
ed. Even the widely believed conflict 
between agriculture and industry is 
thoroughly disproved by the Ameri¬ 
can experience; less than 8 per 
cent of Americans are engaged m 
agriculture and yet they have a 
permanent and embarrassing sur¬ 
plus while in Russia more than 35 
per cent of the people work on 
farms and then have to buy wheat 
from the U S A and Canada. It 
is equally untrue that rural deve¬ 
lopment is an enemy of industrial 
advance; the most beautiful vill¬ 
ages are to be seen in industrialised 
Europe and America, not in India. 
Why, then, are we in this country 
constantly told that this has not 
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been, j^/'-'beewae’.iltotfe bebb 
{which remain* doubtful) ? Some¬ 
body somewhere fa trying to con¬ 
ceal a basic failure. 

Experience remains the ultimate 
teacher; any system is all right if 
it works and the best is not good 
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if it.ifatta’t, Fpr athons- 
and and more reasons, aome per¬ 
taining to fvhat oust be called the 
national character, municipal demo¬ 
cracy hag in this country failed- 
At monstrous expense to the poor 
people, its structure fa still being 


maintained for. mt^ptatiee poe¬ 
tical profit, ft is net oep le red tbat 
Dargapur will have so panchayat. 
Must Calcutta have its panchayat, 
called the Congress Municipal 
Association? 


— Flibbertigibbet 



Day by day, month by month, 
the face of India changes fast. 

Mighty steel penstocks guide the 
rushing river waters to turn the 
turbines to produce electric power 
Massive generators, dotted across the 
country, send this power vibrating along 
wires to turn the wheels of Industry. Electric 
lamps are switched on in village homes. Long lines 
of steel pipes girdle vast stretches of land, carrying 
water to thirsty villages and liquid gold to refineries. 
Automatic signals guide roiling wheels along a 
criss-cross of steel tracks. Radio waves race across 
the skies to help mighty Jet planes land on our soil 
with their precious cargo. And thus a nation steps 
out to tomorrow. 

As electrical and mechanical 
contractors and maintenance specialists on 
behalf of leading West German manu¬ 
facturers, we too are contributing our 
bit towards building a new India. 


REPRESENTING 


MANNC8MANN \YV/ 

FOR SPECIAL STEEL. WISES AMD ^ 

Wire MANUFACTURING MACHINERY AND PIP* LAYING 

ACO 

POP ELECTRICAL EQUIPMENT 

TELBFUNKEN 

FOR TELECOMMUNICATION EQUIPMENT 


PRIVATE LIMITED 

BOMBAY CALCUTTA NEW DELHI 
£ Xfr VLfL , HYDERABAD • BANSALORE • ROURKELA 


/ 


992 








3W 


i _ 4 


^ } t . A *tt -■$' 

.*• s .~ t u* 


4ki t. 

r ^ iteafcBadfa 


'tM» 


Next Time by Jama* Baldwin, 


JfflUEN the literary effort of a 
member of an “inferior" social 
group is widely acclaimed, one has 
to be a little wary. Not infrequent¬ 
ly, the work is praised not so mm-fi 
because it is done well as because 
it is done at all and when the hook 
in question deals with tensions caus¬ 
ed by discrimination against the 
author's group, this possibility is 
even stronger. People have a pecu¬ 
liar fascination for their prejudices 
and like to ho “analysed", how¬ 
ever imperfectly. 

With James Baldwin, whose lite¬ 
rary ability is beyond question, the 
case is different. His novels, set in 
contemporary America, deal with 
other social and moral problems be¬ 
sides the colour question. But be is 
a Negro, though not from the South 
— Harlem was his home. As he 
himself puts it, a Negro does not 
have to be “very bright to realise 
how little he could do to change 
his situation"; nor does he have to 
he “abnormally sensitive to be worn 
down to a cutting edge by the in¬ 
cessant and gratuitous humiliation”. 
Endowed not only with high intelli¬ 
gence and fine sensitivity but ex¬ 
ceptional talent besides, Baldwin has 
turned to leading language to the 
“horrors of the American Negro’s 
life” and to the “privacy of his ex¬ 
perience” for which there has been 
“almost no language”. 

This slender volume is not Bald¬ 
win’s first non-fiction work nor the 
first such work to deal with the raci¬ 
al issue. But perhaps because the 
century-old problem came into 
sharper focus in the past year, the 
book has proved a persistent best¬ 
seller. The titles of the hook and of 
the two essays it contains are taken 
from Negro spirituals and hymns. 
Their dramatic and ominous ring 
echoes the central theme of the 
volume. 

Here, in taut, powerful, beautiful 
prose — not a word seems superflu¬ 
ous nor sounds inappropriate — is a 
picture of the racial situation that 
is America’s most urgent and com¬ 
plex problem. What does it mean 
to he “coloured” in a “white” coun¬ 
try? It means being born in condi¬ 
tions “not very far removed from 


Black Flame 

Michael Joseph, London, 1963. Page* 

those described by Charles Dickens 
in the London of more than ]00 
years ago". It means that the course 
of one’s life is prescribed, with “the 
limits of ambition ... set for ever”. 
It means that one is conditioned 
from childhood to a separate and 
unequal existence, with elders pre¬ 
paring every child for “a fate from 
which they cannot protect him”, 
watching lest he strays beyond the 
boundary. Even so, it means meet¬ 
ing hatred in every walk of life, 
coming home alter fighting a war 
for one’s country, only to find that 
country unchanged. It means, in a 
terrible negation of the content of 
faith, the conviction that even God is 
white. Baldwin suffers for and with 
his people and his final verdict is 
that “the brutality with which Neg¬ 
roes are treated in this country 
simply cannot he overstated". 

But Baldwin is too sophisticated 
a thinker, too true an artist, to stop 
with just such a dramatic personal 
“account" of the Negroes’ tragic 
plight. What he attempts is a deep¬ 
er analysis, in terms of social phi¬ 
losophy and psychology, of the 
whole racial issue, The fact that he 
is deeply, personally, “involved” in 
the struggle does not rob his voice 
of the ring of authenticity; in fact, 
his suffering makes the tone clear¬ 
er. His bitterness does not deprive 
him of objectivity. He notes, for ins¬ 
tance, that the Negroes too share 
some white prejudices—as illus¬ 
trated by the attitude of the Chris¬ 
tian Negro to the Jew. He a!.so sees 
that the question of race has as¬ 
sumed other and even uglier forms 
as in the persecution of the Jews hy 
the Nazis. 



While Man’s Fears 

Significantly, Baldwin rejects 
what could he called an economic 
interpretation of the problem. He 
maintains that the social treatment 
accorded to even the most success¬ 
ful Negroes has proved that what is 
needed for freedom is “something 
more than a bank account”. He 
thinks in terms of social rather than 
economic power; and this social 
power he equates with the power of 
retaliation. Only this can cause peo- 
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pie to treat you as they would wish - i 
to be treated. Analysing white Arne- f' 
rtcan attitudes, he finds that they • 
are basically terrified of “sensuali¬ 
ty which to him is simply the 
capacity to “respect and rejoice in 
the force of life”. The weak, un¬ 
certain whites, unable “to renew 
themselm at th£ fountain of their 
own lives”, am divorced from reali¬ 
ty. And, concludes Baldwin, “what¬ 
ever white people do not know about 
Negroes reveals, precisely and in¬ 
exorably, what they do not know 
about themselves". (But then, as he 
says in another context, there are too 
many things that people do not wish 
to know about themselves). Also 
Baldwin secs racial tension as some¬ 
thing that has only “symbolic’’ con¬ 
nection with colour and which rises 
from the very depths of the whites* 
mental states, with their “unarfmit- 
ted private fears and longings” pro¬ 
jected onto the Negro, 

All this may seem somewhat pre¬ 
cious to the average reader. But the 
socio-political analysis in the book 
is sure, to appeal. America, so well 
placed to demonstrate to the world 
“the uselessness and the obsoles¬ 
cence” of the concept of colour, has 
not only missed the opportunity but 
has even failed to recognise it. If 
she is to be a true leader of the 
western nations — and Baldwin is 
convinced that she is uniquely suit¬ 
ed for this role — she has to pay 
a price: come to terms with herself, 
accept that she is not a “white na¬ 
tion" and ensure the “unconditional 
freedom of the Negro”. 

And how do the Npgroes view this 
freedom? Certainly not as a gradual 
process, a slow and spontaneous 
change of heart. Time is too short 
and the transformation has to be 
both radical and immediate. Bald¬ 
win puts it thus: “total liberation, 
in the cities, in the towns, before the 
law and in the mind". The last 
phrase does tioi mean “acceptance”. 
Baldwin upholds the dignity of not 
only the Negro but all mankind when 
he denounces this impertinent and 
patronising goal that the whites have 
set for themselves. But in raising the 
question whether the Negro is will- 

1993 





J3 T *■ V- ; l 

«,*!»{ 'Trf ‘A. rf'.l f. H.'*K ^ *m- 

' PnVirX^i |i,l. s & 

V 1 ... ‘ 1 

tag to accept the ’white, whether 
realty wants to be “integrated into* 
bunting house”, he dearly goes to 
the otncr extreme. He fends nothing 
worthy of emulation in the white 
man s public or private life. He asks, 
”How can one respect, let alone 
adopt, the values of a pepole who do 
sot Jive the way they say they do or 
the way they say they should”. And 
the emotion that he is at pains to 
stress is not anger or despair, but 
pity — for the white man. 

The power and the beauty that 
are the principal qualities of this 
book are genuine, stemming from 
, the author’s suffering- But does he 
sometimes overstate his case? Des¬ 
pite what he says of the uniqueness of 
the American Negro, social tensions 
of this sort are not peculiar to Ame¬ 
rica or to the black-white relation¬ 
ship. Even in America there are 
other minority groups—Jews, Ame¬ 
rican Indians, Puerto Ricans, Mexi¬ 
cans, Japanese, even Italian immi¬ 
grants—subject to discrimination in 
one form or the other, quite often 
as intense as that suffered by Neg¬ 
roes. What makes the Negro case 
different is not merely their larger 
numbers or their social origin. Un¬ 
like the otjier groups, Negroes have 
no distinctive cultural attinity. Ex¬ 
cept for physical characteristics, 
their Afrian origin has lost all signi¬ 
ficance lor them as a people. What 
keeps them together now is just 
that which they are fighting. It is 
a little difficult then to see Baldwin’s 
point when he says that he cannot 
accept the “present level of the 
American civilisation” as the goal 
of the Negro, and his “refusal” to 
change over from the African witch 
doctor to the American psychiatrist. 
Actually, Baldwin’s witch doctor 
left him long ago at the psychiat¬ 
rist’s door. 

New Identity, New Symbol* 

One of the principal aims of the 
Black Moslem movement is to change 
this situation and to provide the 
Negro with a new background of his 
own. Hence the adoption of Islam, 
substitution of family names, which 
are a relic of slavery, by the letter ‘x’ 
and the demand of a separate State. 
When the second essay in this book 
originally appeared in the New 
Yorker, it was widely publicised for 
the account it contained of Bald¬ 
win’s meeting with Elijah Muham¬ 
mad, leader of the Black Moslems, 
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of tbe^ruupV kfewiqgy. BnldwiniW 
indesd see tbit situation in perspec¬ 
tive and finds; the idea of a separate 
Black - American-Mosl cm nation im¬ 
practicable. Thia does not mean, how¬ 
ever, that fee has no sympathies for 
their entirely understandable ddsire 
to provide the Negro with a separate 
identity and his cause with a new 
set of symbols, But Baldwin is 
wholly Americas! and sees the 
possibility of a great future for 
America. He hag a dispute with 
his country, true, but he does not 
reject her. 

In its central theme, the book goes 
beyond America’s racial problem; it 


tJ8P,s 

»«■ uttV -il 



w 

,1 A« od^At-en.i'r* 

ress, for tmdewtaadihg itaff ffrS 
love that follows' nadeTKandma, 
And considering the general reqjf. 
citrance, it » a prophesy of Boot*. 
Dflidwin fash that white Ainericuu 
are too “slothful” to even on vision 
the change so urgently needed 
in their society. But more than 
deeply ingrained in human aatnre— 
a fear that turns obsessive w hen 
change means the Joss of real or 
imagined privileges. The eonsequ- 
ences of prolonging an intolerable 
status quo are seldom understood. 
People are congenitally myopic. 

The fire next time? Well, they aw, 
so what? 
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mend Of retttevrder. ^Anomie' is supposed to be the failure, in jntrt or whole, of this 


t TAe author, hawebpr, punkfthal '‘eotOmie’ it not a failure qj moral order striking at the basis of society, 
frit it \tUelf a peculiar type vjeo mm un teali on, 

■ ■ ' «f ' • .- •»• ■ - ~ ' " -I i ■ • i , 

Communication if a hoo*way protest. Many times, those in phwer wish to communicate their ideas 
in the field of. education, eco nomic s and religion, oat the other-way communication is debarred deliberately!. 

' ' f r ,; Recurring anomie or permanent anomies occur bs&oite communications, iRsteod ef beuig frMe, go* 
iperpl-tmd two^oay become restricted,--one way grooves. .■■■.-• . 


- -'.1^ 
a- -ijaW 


■*■'« tj 
v-*I 


*>$ 


# * 


The violent 
a violent 


oscillation which tries to establish thfjost nonryot mode of life Its according io *A* Author, 
0f>e of, *^ri^ r tdded'epmmuiuea'i^rtd'cocrp^ skewness of die aiU&litkM, : eei &Mu the 
* balance which is sought. tie be established may rust be action at all in terms of an older concept of structure 
but mayile at a different paisa.In t new way, ":. 4 
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COMMUNICATION is * vita! 

, biological process. The terra as 
it is used today in social opieMn» 
is taken from servo-mechanics. The 
'Concept in mechanics turns oat to 
be something which is necessary 
for a, ‘normal’ life. . Life processes 


untif the objective is reached. T^e 
corrective mechanism is' set going 
when the eye sees that the objective 
might be missed. Sometimes -the 
eye cannot, see, or the message, can¬ 
not "be transmitted to the nerve 
centres or though the message is 


are more complicated. .On' the .‘received and transmitted the mus 


■Other hand what a machine irsup¬ 
posed to perform, is built Into ft 
consciously by Human makers. The 
communication system of a machine 
is a simple two-way process. The 
classical example is that of a ship 
sot On a particular course. Some¬ 
thing — a current, a stiff breese-- 
may make the ship swerve to tine 
side of the course. There is a bu’lt- 
in system of communication which 
takes in this fact of swerving and 
takes the ship, to the other side. In 
’ this attempt die ship may go too 
far to the other side. Again the sys¬ 
tem steps in to correct. If the ship’s 
course is put on a graph paper the 
resultant figure is never a straight 
line but a zigzag representing sue- 
, cessive aberrations, corrections and'" 
counter corrections. This zigzag can 
he represented also as oscillations. 

The behaviour of all living orga-‘ 
tiisms . can also be interpreted in 
terms of communication. What was 
called action and reaction in older 
terminology is but an aspect of com¬ 
munication. Reaching out for food, 
withdrawal from danger, are such 
communications. - The very act of 
walking Or reaching put with our 
hands to pick up an object illus- 
trates communication as described . 
above,-The direction to be reached 
is set and corrected all die time 


cles are incapable of carrying out 
the message. On* can-watch -some 
of these processes when a child 
learns to walk or brings its hands 
together, ^or forins tts Vision or when 
in certain nervous diseases the hands 
or legs cannot reach the goal in¬ 
tended by the pye and the brain. 

Violent Oscillation 

Disturbances in the communica¬ 
tive and corrective systems may 
lead to over-or under-compensation 
of actions or reactions. The swine-, on 
one side may become so great that 
the goal may 1* entirely missed and 
the organism may be set on quite 
a. different course. The swing back 
ip some cases of error instead of 
being too vio’ent may not be suffi¬ 
cient. so that the wrong course, in¬ 
stead of being brought into the 
original channel, continues its pri¬ 
mary swerve becoming more and 
mpre fixed in it as each swing be¬ 
comes weaker. In both these cases 
an organism is set on a course 
which is ‘abnormal’.or ‘anomalous’ 
from the point of view of the pre¬ 
sent direction. It might weaken the 
organism, might destroy the Organ- 
lam oy might set it on a new course' 
with new adjustments. In certain 
cases one can envisage conditions 
where compensations and recompen¬ 


sations. I e the swings and osclUa- 
lions might become very great for 
sometime and the organism may 
ultimately gain its normal’ course - 
and normal rhythm. " " 

The communication system is a 
two-way process. We need »<>t con¬ 
sider he-e the micro-world of the - 
cell interior with* its nucleus f* the 
center, its protoplasm the tame- 
diate peripheric pad- the environ¬ 
ment as the ultimate World and the _ 
chain of communications fat the 
nature of chemical reactions which 
ere set up, These are mot yet experi¬ 
mentally worked out, but we can 
think of an organism in an environ¬ 
ment where messages go out in the 
form of urgent needs and where 
messages are received back in the 
form of the various impacts with 
the environment so that the ways 
and means of reaching goals are al¬ 
tered from moment to moment and 
sometimes the very heeds a» modi¬ 
fied, The communication Is two- - 
ways in different manners. It is • 
two-ways between the center and 
the peripheral organs-—the mes¬ 
sages go to and fro between these. 

It is two-wavs between the environ¬ 
ment and the organism. The mes- - 
sages of the environment are taken 
up by the organs, transmitted to 
the center and interpreted, 

The life of an organism will de¬ 
pend on die favourableness of ..the 
environment, but internally on the 
efficiency of die commuflifcsdng sys¬ 
tem which . might even be ^ able to* 
triumph over some type of un-favou- * 
rableness of an environment. 
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THU preliminary inscription 
nccegeary to understand what is 
meant by ‘communication’. In social 
sciences and among social planners 
It baa become a favourite new word. 
Many times the word denote* — 


..“the efficient wav* ami means of 
transmitting a new idea or deviee 
to the people”, 

All people who are in some posi¬ 
tion of authority as heads of reli¬ 
gion, state, political party or basi- 


nem concern, are seeking the mast 
-effective means of getting the at¬ 
tention of what is termed “the mas¬ 
ses”. The interest in communication 
is confined to this goal and the re¬ 
search also tries to gauge how far 
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modern means of communketkm 
fulfill this goal. 

^he present writer wishes to draw 
attention to the fact that communi¬ 
cation in its biological and mecha¬ 
nical environment is a two-way pro¬ 
cess and that it takes for granted 
u certain elasticity between the com¬ 
municating ends. Not only ie an 
organism labile but environment 
also is labile. An environment is a 
particular environment because of 
die receptivity and reactivity of an 
organism. It is wrong to think of 
the two as quite separate. Neither 
has meaning apart from the other 
except as an abstract analytical con¬ 
cept. 

In society the ‘communication' 
system is of importance as between 
individuals and between groups. 
Sociologists have described a condi¬ 
tion in society called ‘anomie’ — 
a state of lawlessness’. This may 
affect the whole society or parts of 
it or may manifest itself again and 
again as a sporadic occurrence in 
certain societies or might become 
a sort of an outlawed part of the 
society having its own structure, 
defying the society but living off 
it. All societies function and have 
a structure which is some kind of a 
moral or value order. ‘Anomie’ is 
supposed to be the failure in part 
or whole of this basic order. 

The author thinks that ‘anomie* 
is not a failure of moral order 
striking at the basis of society but 
a peculiar type of communicat'oti. 
As pointed out above, communica¬ 
tion is a two-way procers. Many 
times those in power wish to com¬ 
municate their ideas in the field of 
economics, education and religion. 
The other way communication is 
debarred deliberately. The frame 
work of values becomes rigid — is 
sought to be made rigid and abso¬ 
lute. Human values, becau-e they 
urise in particu'ar time and space 
and in particular societies are al¬ 
ways relative. The structures 
through which such values are rea¬ 
lised must not become rigid. Also 
as societies become larger and more 
complicated, the overall value-refer¬ 
ence gets lost as group moralities 
emerge and blur the value struc¬ 
ture of the society ai a whole. 

A few recent and historical ex¬ 
amples will make this clear. People 
suffer and make representations. 
Their voices are not listened to. 


Then- .they- riotj ordered, normal 
life comes to a standstill; dutot en¬ 
sues and then the powers that be 
listen aiid people get what they 
want. The last twelve years of dis¬ 
turbances in Calcutta have been of 
this type. The last of the series were 
die riots of rice and fair prices. 
Each time the people got what they 
wanted through a process which 
bordered on anomie, which paralys¬ 
ed civic life for the time being. Tlie 
usual channels of communication 
were barred, proved useless, and so 
violent communication had to take 
the place of normal channels. 

Here again it must he made dear 
that in the present context commu¬ 
nication is not something written 
and read or spoken and heard with¬ 
out any action following. In the 
process as described with regard to 
machines and living cells, a com¬ 
munication is not merely a two-way 
process of information but informa¬ 
tion which is invariably followed 
by action. If a machine or a ship 
persists in going on a wrong course, 
its communication mechanism is 
supposed to have gone wrong and 
it is corrected in such a way that 
the information is followed by ac¬ 
tion so that the ship going off- 
course swerves back again. In the 
same way, when a living organism 
meets with an inimical environ¬ 
ment, it reacts to that information 
and tries to withdraw immediately. 

Social Communication* 

As regards social communications, 
we use the word without the action 
complement, which is always pre¬ 
sent in mechanical and biolog'cal 
systems. A Government receives a 
deputation and listens to what the 
people have said without trying to 
understand it or following it up 
with proper action. The proper 
action would be different depend¬ 
ing on the type of communication. 
If the demands are extravagant or 
of a nature which cannot he ful¬ 
filled immediately, the proper action 
would be tn make people under¬ 
stand why there cou’d not be ful¬ 
filled immediately. If parts of the 
demand could not be fulfilled, the 
proper action would be part fulfil¬ 
ment and part effective return in¬ 
formation of inability. If power 
centers fail in these actions and 
fail continuously, then riots, stbo- 
tage, revolutions are resorted to as 
the anomic and crises modes of com¬ 
munications. Socialistic agrarian 
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policy has failed in Russia; -tbs’ 
latest evaluation reports show its 
failure in India also. But the com¬ 
munication hat not reached the 
policy makers. For them socialism 
is not a ‘means’ for social good but 
an absolute value. The communica¬ 
tion might be a general revolt or, 
a* in the case at China, a general 
starvation of large masses of peo¬ 
ple, which even a dictatorial Gov¬ 
ernment cannot ignore. In such 
conditions if the powers are two ty¬ 
rannical riots and disturbances, 
strikes and satyagrahas of various 
types become a frequent mode of 
communications because it is un¬ 
consciously realised that that is the 
only way to establish communica¬ 
tion. 


As regards communicability, there 
would be maximum two-way com¬ 
municability in very simple societ es 
bordering on ideal anarchy. In such 
a society, there are no permanent 
power centers. The societies are 
small, the way of life is simple, 
there is no proliferation of classes 
within the society. One can imagine 
communication to he almost of the 
type of simple machines and simple 
organisms in such a way that in¬ 
formation and action together make 
the communication. At the other 
end can be placed very populous 
societies divided into classes, with 
monolithic power structures. These 
power structures may he all-em¬ 
bracing as in the case of the des¬ 
potic rule of one individual or a 
party. These may be power struc¬ 
tures affecting certain aspects of 
soe'ety like a well-organised church 
which admits no dissent even in the 
smallest details. In such societies 
communication generally means 
making known the wishes of the 
power center to the marses. The re¬ 
action of the masses, if unfavour¬ 
able, is sought to be instantly put 
down in a ruthless way with the 
hope that the masses may never re¬ 
act but only listen quietly. The his¬ 
tory of the world npto now shows 
that such attempts have failed. 

An ‘anomie* is a violent commu- 
nication itself based on value-sys¬ 
tems. It might draw attention to 
the failure of the present value sys¬ 
tem. It might show a new alterna¬ 
tive. Recurring anomie or perma¬ 
nent anomies occur because com¬ 
munications instead of being free, 
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tween a mechanical system devised 
to fulfill one purpose end a social 
system which. tt. made, of living' or* 
ganisms with an extremely wide, 
range of new'adaptstion& A violent 


4h$i lost ncrrbal mode ‘of Hfe 
is anomie — a violent type of 'other' 
aided communication to correct the 
skewness of the established, course. 
Again the 'balance’ which is sought 
to be established may not be 
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CANNED FOB CONVENIENCE After a 

tiring day’s "work how pleasant it ts-to rfejaXi 
sipping your favourite fruit juice from a^rwieav 
small can! How convenient these 5‘/ 2 oz cans 
are! They are easy to handle and take less 
storage space ■ Poysha, one of the leading 
tin container makers in the country, pioneer* 
ed the manufacture of these cans. This made 
possible greater utilisation of-our fruits and 
vegetables and helped create a new export 
item. First marketed in 1 9 6 1, hundreds of 
thousands of these containers, made by 
Poysha, have already been used by leading 
canners to export fruit juices to the countries 
of the Middle East • Poysha are § thus heIp- 
ing-India develop new industries / arid also 
earn valuable foreign exchange. —“ 
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" fi|\OK’T ybuever'forget An? you 
.-■**». kid fud*!" Mid ‘Jack* 
taking leave" of the* Advanced Ma* 
oagemrnt, pupils at the Harvard 
\ .Business. School. They were “old 
i • fads”, Average age 43,. average peai-. 
tionin their business, -. Vice-Priai- 
dtftit, -Had professor Glover- been 
*n English Professor, lie might hate 
T "toad:, ‘‘Qttttlemeh; don't forget-you 
have a duty to keep yourselves up to 
date,, you have to set an example”, 
Put at .Harvard, company directors,' 
. colonels, even the designer ofthe 

* Polaris missile, art “old fuds” just 
' as'professors are ‘Jack*, ‘BoV or 

*EdV, allowed to make spelling mis¬ 
takes, use four letter words, aftd 
fS* put one foot on the table, just like 
their pupils; The Advanced Manage- 
Uwnt Course is a hard taskmaster 
full of those harsh raps on the 
knuckles that can only be adminis- 

• . tered between equals. _ 

. The Course illustrates very well 
’ both' American ruthleesneas and 
American democracy. The constant 
contempt- of their peers for „■ those 
very few pupils who owed their pre¬ 
sence mainly to their family mil- 
. Hons, was mide painfully clear. A 
paratroop colonel did not hegitate 
. to correct a visiting Under Secretary 
- of State. - The faculty themselves 
kow-towed to the accumulated ex¬ 
pertise of the class, “Hell, men! 
You do not expect me to give you 
the answer to that problem, for 
Pete’s sake! I am only a long-hair¬ 
ed ignoramus compared with die 
1,500 man-years of top managerial 
experience gathered ip chip room!” 

. No Mealy-Mouthed Politeness 

When on every problem some 
pupil may know more than the tea¬ 
cher, then ih America’s bare hand- 
v ed democracy it leads to a harsh¬ 
ness of expression mnfniscent of 
die Gold Rush. Indeed, Americans 
low outspokenness and are perpe¬ 
tually mystified by the gentility of 
British understatements. My hus¬ 
band’s can mate explained how he 
had had to cure him of moaly- 
mouthed politeness: 

“Maurice used to begin his pre- 
, sentations with *We are afraid there 
has been a certain amount of mis¬ 


management . . .V afraid, tay foot! 
Wo are not afraid, we are darned 
sum and .we refuse to ‘beg to differ’, 
we.bloody well disagree! Do you 
know I had to stand over that Little 
Eagle's draft like a hawk to take 
ill those hypocrisies out”. . 

British manners look particularly 
out of place at Harvard because of 
the system used by the faculty, to 
achieve' its self-proclaimed goal of 
stretching and broadening the .minds 
of - its “pld fuds” before they get 
irretrievably rusted.fry habit and 
institutionalisation. Indeed, they use 
the words ‘stretching* and ‘broad¬ 
ening! so much that one toon be¬ 
gins to think of top executive minds 
as corsets. To achieve this ‘stretch¬ 
ing’ and ‘broadening,’ the faculty 
uses the' Case Method. 

■ Healing with Equals 

The Case Method was originally 
evolved at the Harvard Law School 
at the turn of tile century. For the 
past two decades it has been used 
at the Business School with such 
success that there are now over 50 
similar courses in the United States. 
The Case Method presents the stu¬ 
dents with an undigested and in¬ 
digestible' conglomeration of facts, 
relevant and irrelevant, jumbled up 
and buried in the heavy techno- 
verbose jargon so dear to American 
academics. As in life, the student 
has to find the problem before he 
can try to solve it. The problem 
itself may relate to anything, from 
the profitability of a passenger ship, 
to how to sell a business. Nine 
times out -of ten he finds that his 
answer in different from that of the 
other students; yet he cannot simp¬ 
ly dismiss their views! as he might 
that of a subordinate back in the 
office, 1 since he knows that they too 
are on the course by virtue of their 
seniority, ability, expertise and 
readiness for promotion. He is deal¬ 
ing with equals witji whom he can¬ 
not be cavalier. In this way it is 
brutally borne on each part cipant 
that no single ideal solution to a 
human problem exists- For men 
' accustomed to think that their way, 
or their company’s wav, is the beat, 
H not the only way, tins Is a hurt¬ 


ful shock. For the men who had '• 
always thought Standard Oil per¬ 
fection, it was a terrible revelation ! 
to discover that there were' others 
who regarded Standard Oil ae quite 
fallible. The Case Method teaches, 
that 'decisions made under condi¬ 
tions of Uncertainty must very'often 
turn out wrong since it is either 
impossible to get all the facts or 
else, that it would be So time con¬ 
suming as to be ruinous or pa mV 
lysing. Sometimes the clasi is re- ■ 
duced to begging for tutorial guid-' 
ance hut no matter how much it 
begs, the only . guidance it get* ‘ 
comes from itself, for the, teachers * 
kre there only as catalysts. Indeed, f 
more might perhaps be gained if 
they were prepared, now that the 
social sciences are getting more 
firmly based, more often to give 
some straightforward Instruction. 

In addition to the Case Method, * 
the Harvard Course is . firmly 
grounded on a tripod: the mix, the* 
technique and the philosophy. 

The Mix 

First, the mix. The participant* * * 
come from different walks of life; 
they are picked by their sponsor* 
for their experience, ability, promo* 
tability. Nearly one man in four 
comes from the American Govern¬ 
ment, sometimes from the technical 
side -of the Defence forces,- some- « 
times fighting colonels with a few 
civilians thrown in; about a fifth 
comes from overseas, mainly from 
Britain. The rest are American 
businessmen of every sort, from 
the king-size corporations and also ’ 
from some quite little ones. On* 
man was the owner of bis own* 
laundry business; another was.a 
Vice-President of the- Chase Man¬ 
hattan, r y 

Each participant has his own con*, 
tributipn to make to the commdh , 
pool of knowledge, and, to get the 
maximum result out of the “mi*", * 
the men are grouped into "cans” of . 
eight, sharing mieroscop'c monastic 
quarters for the 13 wwks of the 
course. Iti addition, ideally, each ; 

man should share a study group 'for 
a week at feast once, with each of 
nis hundred odd colleague*. ‘ 
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**Th& mix is m much part ofe&r 
eoane -m the Case Method, U I* 
wnaaing how much people leant 
from being canned together like 
sardines; it broadens their minds, it 
Stretches their horizons. We take hi- 
finite' care, when we make up the 
cans to mix expertise and back¬ 
ground; each can has at least one 
foreigner, one Government man, one 
finttneiai expert, one engineer, one 
marketeer . . . then we mix the cans 
into ever changing study group*, 
and finally, four times during the 
course we mix the classes”. 

Sixty - Hour Week 

. Canned, mixed, stretched, broad¬ 
ened, the AMPs, as they are called 
on the campus, are worked as they 
hevor worked at college; an aver¬ 
age of perhaps sixty hours a week. 
Most of the class work is devoted 
to the case studies, though there is 
also a ration of straight lectures. 
The cases cover all aspects of busi¬ 
ness, marketing, labour relations, 
costs'and finance, policy, and there 
are also courses in business history 
and the relationship of business to 
the world around it. The idea is 
to enable men who are often pri¬ 
marily experts in their own field, 
to take an overall view of the pro¬ 
blems facing their organisations. 
Key to the teaching is the way in 
which the faculty conducts the ca9e 
studies, using the knowledge of the 
specialists and the freshness of mind 
of the ignorant for the benefit of 
all. Americans are surprisingly in¬ 
articulate and shy, arid they have 
been taught that one learns only by 
listening; to get them to partici- 

E ate in discussion is a difficult art, 
ut one at which Harvard’s superb 
teachers all excel. Watching a ses¬ 
sion is like a performance of the 
Philharmonic, as the conductor, by 
a nod of the head, a tap of the 
bato'n, draws out fud after fud into 
an orchestral whole. 

Behind this attempt to orchest¬ 
rate the class there is deliberate 
policy. The idea is to teach the 
AMPs how to let a discussion roam, 
how to bring out ideas from their 
subordinates; the professors are 
showing them how to teach since 
so. much of senior management is 
teaching. To achieve this objective 
requires positive Toscaninis, for 
American fuds are not only inarti¬ 
culate, they are also scared of be¬ 
ing labelled “egg-heads” and they 
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HOW TO GET YOUR BANKING WORK DONE 

70 MILES ABOVE THE EARTH 

When you order the Union Bank to 
transact business abroad, they do 
things in double-quick time, using 
I etex. Telex transmits the message in 
radio waves to the ionosphere seventy 
miles above the earth, from where they 
bounce back and are picked up abroad, 
at the required station. The Union Bank 
is one of the few banks in India subs¬ 
cribing to Telex. Open an account with 
us to ensure that you get prompt bank¬ 
ing service in keeping with space-age 
speed. The Union bank has correspon¬ 
dents in 50 countries, with 24,007 
offices I 
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THE UNION BANK of inoia ltd 

66/80 Apollo Street, fort, Bombay • Branches all over India. 
Telex contact with countries all over the world 
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statement of personal belief, to be 
backed up, if necessary, by the 
threat of resignsti oil. Their sense 
of their work as a personal chal¬ 
lenge is much stronger than in Bri¬ 
tain; but on the other hand, they 
do not have the British capacity 
for academic detachment to any¬ 
thing like the British degree. 

To die faculty themselves, the 
most valuable part of the course 
is that which relates business to the 
world around it. “They do not see 
themselves as prime generators of 
change” professor after professor' 
groaned, “they have no sense of 
mission, no idea of the purpose of 
business in relation to society, they 
think that their duty is only to 
squeeze a hundred cents out of 
,, every dollar”. The Harvard Busi¬ 
ness School sees business as the 
social institution above all others 
which has changed and is changing 
the world; they want businessmen 
to he aware of it, and to live up 
to this lofty conception of their vi¬ 
sion. This is not easy, for surpri¬ 
singly, the businessman, whom 
every foreigner regards as the 
lynchpin of American society, is in 
fact no more highly regarded in 
America than in Britain. Both his 
professors and his colleagues from 
Government accuse him of refusing 
to take an overall view of the pro¬ 
cess and the responsibility of creat¬ 
ing growth. 

Who Cares l 

“Businessmen are not interested 
in politics; they are ‘agin’ autho¬ 
rity in general and fail to realise 
their own power. Yet if they under¬ 
stood that it is they who make 
America, that in the last analysis 
this gives them great power, they 
could influence Government, run it 
in order to bring about the kind of 
society they want. Instead, they 
wash their hands of it and leave it 
to the Democrats !” complained one 
professor. Renub’-can at heart, who 
added “I hope they will wake up 
and realise that power and growth 
are the twin faces of the same coin". 
And many of the Government men 
on the Course, who are nevertheless 
Americans, and therefore essentially 
rebels suspicious of every form of 
power, are so shaken by the paro¬ 
chial way the businessman looks at 


tbtt ;fli6jt’ finish 
iqj stfppcatmg tiw idea iaf Govern¬ 
ment as die neceasary regulator of 
change. The Government men are 
on the whole less parochial than 
their business colleagues because 
they have been so much more expos¬ 
ed to the facts of American respon¬ 
sibility m the world. They have 
been holding the levers of the 
deterrent, they have maniicd Arne* 
rira’s outposts, they are profoundly 
conscious of the need to take a 
world view, to trade and aid, to 
lower stunting tariffs and to invest 
for freedom. They sneer at the 
myopia of businessmen who only 
occasionally think of Asia and 
Africa’s new market^ the importance 
of balance of payments, or the evils 
of protection". They are so damned 
ignorant ! Outside their own little 
field they know nothing ! Thev do 
not even understand how our Gov¬ 
ernment works outside the state 
limits. For some of them Washing¬ 
ton might be in Timburtoo !” ex¬ 
ploded a very senior colonel. Mix¬ 
ing with business tycoons had push¬ 
ed even die ex-fighting colonels, 
now in key staff posts, further to the 
Left. 

What the Foreigners Say 

The foreigners on the course are 
probably those who benefit most 
from it, even though much of what 
is actually taught has little applica¬ 
tion in, say, Britain, where Govern¬ 
ment interferes much less than in 
America, and where society is much 
more homogenous. They gain con¬ 
siderably from learning the latest 
American business techniques; but 
they gain even more from learning 
to look at their own societies through 
American spectacles. Despite their 
often wider education, their articu¬ 
lateness, theiT often greater political 
understanding of world issues, and 
their training in bachelor parties — 
the cou r se’s theme song be-ame the 
British “Knees up, Mother Brown!”, 
it is they who are the fuds. 

Americans are highly pragmatic. 
Their humility in the face of facts 
is truly unique, The most senior 
professor on the course issued a 
questionnaire in which he asked for 
comments on his own classes, inclu¬ 
ding his own conduct as a teacher. 
He got them; and he will modify 
his classes and himself accordingly. 
By comparison with the American 


to swallow, however 
painfully, even those facts which go 
against their most cherished belief' : 
even the idea that a deficit might 
be good for the economy, die for¬ 
eigners left to themselves would 
tend to use their mental agility to 
escape conclusions they do not like, 
but their can-mates accept no eva¬ 
sions, so that in the end it is the 
foreigner whose mind is most stret¬ 
ched and broadened by what he 
learnt from the mix. “My can-mate 
who is the chief engineer at Loc- 
kheeds has under him 18,000 engin¬ 
eers!" mused a Briton, “there 
would be ne engineers left to go 
round at home if Rolls Royce did 
the same. No wonder we nave to 
use matriculates as salesmen for 
chemicals where in America they 
only use chemical engineers. Rv 
Jove, our education is behind!" 
“I have had all my preconceptions 
of America shattered. Firstly, busi¬ 
ness is not U, the cream goes to the 
faculty, the professions, some parts 
of Government, and only very much 
last to business” said another. 
“Americans are truly humble; they 
accept facts much more than we do; 
they have even learnt to accept that 
it is hard and thankless to be the 
world’s greatest power; and they 
work much harder than we do”. 
“The Americans are a truly formid¬ 
able people, but although I had 
been to America many times, I 
never realised how formidable until 
I came to Harvard. Whether we like 
it or not, we will have to change 
our own society if we want to keep 
up” said a marketeer adding “it is 
not just education, it is the whole 
of their attitude to life; their insis¬ 
tence on the right to stand ud and 
disagree, their freedom of self reali¬ 
sation through work which is so 
dynamic. One day when I explain¬ 
ed to my study group how in En¬ 
gland we are governed by a sense 
of obligation to our juniors, and a 
reasonable respect for our seniors, 
they accused me of describing the 
feudal system. They may be right!”. 

Can the Advanced Management 
Programme be repeated elsewhere ? 
Techni"allv there is no insurmonta* 
ble difficulty; indeed, India hopes to 
introduce nne r>e*+ v^nc; hut ’--Ve. 
ther it will provide the same chal¬ 
lenge in so respectful and hierarchi¬ 
cally minded a society is quite 
another matter. 
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One of rhe fastest growing . \ 
general Insurance companies in in4ra N 

MADRAS MOTOR & 
GENERAL INSURANCE 
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The natality of a general insurance company depends 
upon the continued patronage of its clients. The ability 
the field of activities and serve new diems 
>■>*- j»Ce of it* growth. . 

The swift and steady growth of Madras Motor & General 
Insurance Company Limited Indicates'that it possesses 
lalltles in ample measure. 
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An attempt is made below to present, as far as possible from available primary data , a complete set 
of National Accounts for India, on the pattern recommended by the United Nations, for 1958-59 and 
1959-60 an d to analyse these Accounts with a view to highlighting certain significant features . 

[In (Am article the primary tables referred to in Part II and the general findings enumerated in 
Part III are the work of J K Gautam; M Z Mogriwas responsible for the subsidiary tables referred to 
in Part IP and the catalysis presented in Parts IV and V. The authors wish to express their gratitude to S 
Sivasubramanian, Delhi School of Economics, and KS Krishnaswamy.] 


pAST attempts at construction of 
a full set of National Accounts 
for India have been thwarted by 
paucity of data, primarily in the 
fields of private consumption and 
capital formation. The National 
Income Committee (NIC), in their 
first Report, while compiling an 
illustrative set of Accounts for 
India for the year 1948-49, had 
filled the gaps by inserting symbo¬ 
lic expressions for; (a) consumers’ 
current expenditure; (b) provision 
for depreciation; (c) private capi¬ 
tal formation; and (d) private sav¬ 
ings. Since then, several attempts, 
both official and non-official, have 
been made to fill the gaps in the 
National Income Statistics and, on 
the basis of certain assumptions, a 
series of National Accounts have 
been prepared. Mention, in this 
connection, may be made of esti¬ 
mates of capita] formation, depreci¬ 
ation and savings recently made by 
the Central Statistical Organisation 
(CSO), the Reserve Bank of India 
and the National Council of Applied 
Economic Research. On the basis 
of these data, National Accounts 
on the pattern laid down by the 
NIC have been constructed, among 
others, by B K Barpujari for the 
years 1951-52 to 1955-56 (Indian 
National Income Conference Papers 
[INICP]. I960); K L Narang for 
the years 1948-49 to 1957-58 
(INICP, 1961); and K N C Pillai 
for the years 1958-59 and 1959-60 
(The Economic Weekly, December 
1, 1962). 

The latest set of Accounts pre¬ 
sented by Pillai incorporates certain 
refinements not possible earlier and 
are based on CSO’s (a) Estimates 
of Gross Capital Formation and (b) 
Revised Senes of National Income 
Statistics, both issued in 1961. 
Further, although the accounts pre¬ 
sented by him generally follow the 
pattern laid down by the NIC, they 


are elaborated, to some extent, in 
respect of the Rest of the World 
Sector, where a capital reconcilia¬ 
tion account has been shown sepa¬ 
rately. However, even these ac¬ 
counts fall short of the system re¬ 
commended by the United Nations 
inasmuch as: 

(a) the Account relating to dis¬ 
tribution of national income by 
factor shares has not been presented; 

(b) distinction between enter¬ 
prises and households has not been 
shown; and, 

(c) capital reconciliation ac¬ 
counts for the private and Govern¬ 
ment sectors have not been separated. 

The practical utility of Pillai’s 
Accounts for formulation of econo¬ 
mic policy is also limited on ac¬ 
count of their short coverage of 
only two years; but this was un¬ 
avoidable because detailed accounts 
for public authorities presented in 
the Revised Series of the National 
Income Statistics issued by the CSO 
(which, as noted earlier, forms 
one of the basic sources for Pillai’s 
estimates) are confined to 1958-59 
and 1959-60. Thus, even a decade 
after the publication of the NIC’s 
reports, a complete get of National 
Accounts for India has not been 
prepared despite the fact that prin¬ 
cipal constituents are obtained only 
as residuals. It may also be point¬ 
ed out that the present procedure 
of obtaining private consumption 
expenditure only as a residual item 
robs the Indian Accounting methods 
of their authenticity, since there is 
no way of cross-checking the reli¬ 
ability of various estimates involv¬ 
ed. However, to begin with, even 
such tentative estimates for the 
past ten years or so, if properly 
worked out, can be of considerable 
value to policy makers. In this 
sense, even the modest attempt by 
Pillai marks a significant step. It 


is attempted here to carry the 
effort forward. 

n 

A Set of Accounts for 1958-59 
and 1959-60 

A full set of National Accounts 
for India on the pattern recom¬ 
mended by the United Nations is 
presented on pages 2004 and 2005. 
These accounts improve upon the 
ones presented by Pillai in the 
following respects : 

(a) Constructed on the U N 
model, they give distribution of 
National Income by factor shares, 
distinguish between enterprises and 
households and separate capita] re¬ 
conciliation accounts for all the 
sectors involved. 

(b) Details of financing of gross 

capital formation in India for 
1948-49 to 1959-60 as worked out 
by the CSO have now been made 
available, enabling us to show sepa¬ 
rate primary data in respect of 
savings, net borrowings and provi¬ 
sion for depreciation. , 

(c) In the CSO’s Estimates of 
Gross Capita] Formation, some ad¬ 
justments have been carried out in 
the Revised Estimates of National 
Income to allow for higher depre¬ 
ciation on house property sector 
and for new rural incomes from 
land development and irrigation 
programmes. The present set of 
accounts have been derived from 
the Revised Estimates of National 
Income so adjusted and, thus, 
modify Pillai’s accounts which 
were based on the unadjusted data. 

While studying the present set 
of Accounts, the following metho¬ 
dological aspects may be kept fn 
view: 

(a) Distribution of National In¬ 
come by factor shares has been 
worked out on the basis of the as¬ 
sumption that the percentage shares 
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IHattona} Account* of Indk for J9$8*59 «ad 1959<60 


{& Crates, at Current trieas) ' 
Account It Domestic Product 



u 

Net domestic product at factor cost 
(2.9) 

1958-59 

12175 

1959-60 

12495 

1.2 

Provision for domestic fixed capital 
consumption (3.4+4.14+5.17)) 

830 

871 

1.3 

Indirect taxes (5.8) 

893 

962 

1.4 

Lets: subsidies (5.2) 

—48 

—51 


Cross domestic product at market 
prices 

13850 

14277 


1.5 

Private consumption expenditure 

(4.1) 

1958-59 

10768 

1959-f 

1093S 

1.6 

General Government consumption 
expenditure (5.1) 

955 

1034 

1.7 

Gross domestic fixed capita) forma¬ 
tion (3.1) 

2153 

227( 

1.8 

Increase in stock (3.2) 

357 

25f 

1.9 

Exports of goods and services (6.1) 
Less: imports of goods and services 
(64) 

719 

761 

MO 

—1101 

—997 


Expenditure on gross domestic 
product 

13850 

14271 




Account 

2 : National 

Income 



2.1 

Compensation of employees (4.7) 

3653 

3749 

2.9 

Net domestic product at factor cost 



2.2 

Income from unincorporated enter¬ 

5600 

5747 


(11) 

12175 

1249J 


prises (4,8) 

2.10 

Net factor income from rest of the 



2.3 

Income from property (4.9) 

2736 

2777 


world (6.2) 

— 19 

—24 




112 


Adjustment to item (6.7) 

—9 

—1 

2.4 

Saving of corporations (3.3) 

84 




2.5 

Direct taxes on corporations (5.9) 

54 

78 





2.6 

Gen. Govt, income from property & 
entrepreneurship (5.6) 

84 

103 





2.7 

Less : interest on the public debt (5.7) —64 

—96 





2.8 

Lew : Interest on consumers’ debt (4.2) — 

— 






National Income 

12147 

12470 


Net national product at f c 

12147 

1247( 



Account 3: 

Domestic Capital Formation 



3.1 

Gross domestic fixed capital forma¬ 



3.3 

Saving of corporations (2.4) 

84 

11! 


tion (1-7) 

2153 

2276 

3.4 

Provision for fixed capital consump¬ 



3.2 

Increase in storks (1.8) 

357 

258 

3.5 

tion in corporations (1 -2) 

Net capital transfers to corpora¬ 

97 

Hi 






tions (5.14+6.8+4.15) 

# 

# 





3.6 

Net borrowing of corporations— 
(4.18+5.19+6.11) 

Finance of gross capital formation 

243 

SI- 






in corporations 

424 

531 





3.7 

Finance of gross capital formation 
in non-corporate private sector 
(4.12) 

1481 

136! 





3.8 

Finance of gross capital formation 
in non-corporate public sector (5.13) 

605 

63! 






Finance of gross domestic rapilal 




Cross domestic capital formation 

2510 

2534 


formation 

2510 

253' 


Account 4: Household and Private Non-Profit Institution* 
Current Account 


4.1 Consumption expenditure (1.5) 

4.2 Interest on consumers’ debt (2.8) 

4.3 Direct taxes (5.10) 

4.4 Other current transfers to gen. 
govt (5.11) 

4.5 Current transfers to rest of the 
world (6.5) 

4.6 Saving (4.13) 

Disposal of Income 


4.12 Finance of gross capital formation 
in non-corporate private sector (3.7) 


10768 

10939 

4.7 

Compensation of employees (2-1) 

3653 

374! 

_ 

— 

4.8 

Income from unincorporated enter¬ 



303 

292 


prises (2,2) 

* 5600 

5741 



4.9 

Income from property (2.3) 

2736 

277! 



4.10 

Current transfers from gen. 



— 

— 

4.1 I 

govt. (5.3) 

Current transfers from rest of the 

160 

!9( 

18 

16 


world (6.3) 

57 

5! 

1117 

1269 


Income of households & private 



12206 

12516 


non-profit institutions 

12206 

12511 


Capital Reconciliation Account 

4.13 Saving (4.6) 1117 126! 

1481 1363 4.14 Provision for fixed capital con¬ 
sumption (1.2) 670 69! 

4.15 Net capital transfers from corpora¬ 
tions (3.5) * * 

4.16 Net capital transfers from gen. 

govt (5.15) * * 

4.17 Net capital transfers from rest of 

the world (6.9) « * 

4.18 Net borrowings —(3.0+5.19+6.11) —306 —601 

1481 1361 Receipts 1481 1361 


Disbursements 



■ - St itimird Gumiiiiiwii 





Current Anxmnt 



3.1 

Consumption expenditure (1.6) 

935 

1034 

5.6 

Income from property A entrepre¬ 



3.2 

Subsidies (1.4) 

48 

51 


neurship (2.6) 

84 

103 

5,3 

Current transfers to households 



5.7 

Ltss: interest on public debt,(2.7) 

—64 

—96 


(4.10) 

160 

190 

5.8 

Indirect taxes (1.3) 

893 

962 

5.4 

Current transfer to test of the 



3.9 

Direct taxes on corporations (2.5) 

54 

962 


world (6.5) 

— 

— 

5.10 

Direct taxes on households (5.3) 

303 

292 

5.5 

Saving (5.16) 

107 

64 

5.1t 

Other current transfers from house¬ 






5.12 

holds (4.4) 

Current transfers from rest of the 


— 







world (6.3) 

— 

— 


Disposal of current revenue 

1270 

1339 


Current revenue 

1270 

1539 



Capital Reconciliation Account 



5.13 

Finance of gross capital formation 



5.16 

Saving (5.5) 

107 

64 


in nan-corporale public sector (3.8) 

605 

635 

5.17 

Provision for fixed cap. consump¬ 

63 

66 

5.14 

Net capital transfers to corpora¬ 



s!iq 

tion (1.2) 

5,15 

tions (3.5) 

Net capital transfers to non-corpo¬ 
rate private sector (4.16) 

« 

* 

Net capital transfers from rest of 
the world (6.10) 

* 

• 

* 

* 

5.19 

Net borrowing —(3.6+4.18+6.11) 
Including capital transfers 

435 

505 



Disbursements 

605 

635 


Receipts 

605 

635 


Account 61 External Transactions (re»t of the World Account) 
Current Account 


6.1 

Exports of goods & non-factor ser¬ 
vices (1.9) 

719 

767 

6.4 

Imports of goods & non-factor ser¬ 
vices (1.10) 

1102 

997 

6.2 

Net factor income from rest of the 



6.5 

Current transfers to rest of the 




world (2.10) 

— 19 

—24 


world (4.5+S-4) 

18 

16 

6.3 

Current transfers from rest of the 



66 

Surplus of nation on current ac¬ 




world (4.11 + 5.12) 

57 

53 


count (6.7) excluding official dona¬ 







tions 

—363 

—217 


Current receipts 

757 

796 


Disposal of current receipts 

757 

796 



Capital Reconciliation Account 



6.7 

Surplus of nation on current ac¬ 



6.11 

Net lending to the rest of the world 




count (6.6) 

—363 

—217 


— (3,6+4.18+5.19) including capi. 



6.8 

Net capital transfers from rest of the 
world to corporations (3.5) 

* 

* 


tal transfers 

—372 

—218 

6.9 

Net capital transfer!* from rest of 
the world to households (4.17) 

• 

• 





6.10 

Net capital transfers from rest of 








the world to general .government (5.18) * 

• 






Adjustment made to Item 6.7 

—9 







Receipts 

—372 

—218 


Disbursements 

—372 

—218 


Figures for capita) transfers are not separately available 
and the same arc, therefore, merged with the net borrow- 
ings/lendings: 


accruing to land, labour and capi¬ 
tal during 1958-59 and 1959-60 
would be the same as earlier esti¬ 
mated for the previous five years 
by R Narayanan and Bina Roy 
(INICP, 1961).* 

(b) The estimate for ‘net bor¬ 
rowings from abroad’ given in 
CSO’s ‘Financing of Gross Capital 
Formation’, is nothing but the ‘net 
capital inflow’ hb worked out by 
the Reserve Bank of India (RBI 
Bulletin, August 1961 ); this esti¬ 
mate, however, is different from 
“surplus of nation on current ac¬ 
count” as shown in the balance of 
payments statistics, since the former 
includes certain items like unpaid 
imports, retained earnings of for¬ 


eign companies and savings in the 
form of gold, which do not form 
part of the latter. This necessitated 
a suitable adjustment in the figure 
relating to ‘net borrowings from 
abroad’ adapted by U9. 

(c) On account of non-availabi¬ 
lity of data, unilateral capital 
transfers could not be shown sepa¬ 
rately in the various capital re¬ 
conciliation accounts and the same 
were merged with net borrowings. 

(d) In the absence of any better 
alternative, 5 the estimates of pri¬ 
vate consumption expenditure in 
the present set of Accounts too 
continue to be derived as residuals. 


Ill 

Some General Observations on 
the National Accounts for 

1958-59 and 1959-60 

A proper analysis of National 
Accounts is possible only when 
these accounts are presented for a 
series of years. If after their 
“Proposals for Revised Series of 
National Income Statistics”, are 
finalised, the CSO undertakes to 
publish regularly detailed accounts 
on the lines of the “Proposals”, 
then National Accounts for a series 
of years would be available. For 
the time being, however, we have 
to content ourselves with the follow¬ 
ing general observations. 
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Ail this happened over 300 years ago. At the Gol Gumbaz in Bijapur, King 
Mohammed Add Shah and the exquisite Rambha are climbing the stairs of 
the building to test its fantastic acoustics. Rambha stops midway while Adil 
Shah goes right to the top. 

“Do you love me Rambha?” whispers the King. The words echo 
down to his beloved. "Very much, my lord”, she replies. "More than 
your life?” whispers Add Shah. “Do you doubt me, my lord? Rambha 
asks passionately. The King’s eyes twinkle with mischief. Would I ask you 
if 1 didn’t?” Suddenly there is a rustle of silk as Rambha throws herself 
down on the floor below... 

As you walk into the Gol Gumbaz, your soft footsteps resound 
like thunder above the graves of the two lovers, while somebody tells 
you their story. To hear the myths and legends of our country is one 
of the pleasures of motoring. And you discover so much more when 
you go by road. 

^ DUNLOP Founders of India’s Tyre Industry 

oc<m 
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. (it)' The printipa) National In' 
came aggregates work out as 
follows: 


At Current Prices 
(Rs Crores) 


Item 1958-66 1999-40 

1. National Income 
!>«•»: Net factor 
income 

18,147 

18,470 

from abroad 
2. Net domestic 
product at factor 

—28 

—25 

coat 

18,175 

12,495 

Plus; Depreciation 
3. Gross domestic 
product at factor 

830 

871 

cost 

Plw: Indirect 

taxes net of 

19,005 

13,846 

subsidies 

4. Gross domestic 
product at market 

845 

911 

prices 

13,850 

14,877 


(b) The percentage distribution 
of expenditure on gross domestic 
product is as follows: 


(Percentages) 

Item 1958 60 1959-80 

1. Private consump- 


tlon expenditure 
General Govern¬ 
ment consumption 

77.8 

76.7 

expenditure 

Gross domestic 
fixed capital 

6.9 

7.8 

formation 

15.5 

16.8 

Inventories 

Excess of imports 
over expons of 
goods and 

2.6 

1.9 

services 

—2.8 

—1.6 

Total 

100.0 

100.0 


(c) Assuming the population of 
India to be 416 and 425 millions 
for 1958-59 and 1959-60, respecti¬ 
vely, per capita private consump¬ 
tion for both the years works out 
to about Rs 260 or about 70 naye 
paise per day per person. 


■ ttr hmtt 


.. , ■ -; - 

id) The gram capita) formation 
in the corporate sector (both public 
and private) was financed from 
internal and external sources in 
the following proportions: 

(Percentages) 


-Vy 


Item 

1968-69 1058-40 

Internal sources 
(Savings and 



depreciation) 
External sources 
(borrowings both 
within the country 
and from 

42.7 

41.4 

abroad) 

7.8 

58.4 


(e) The proportion of gross 
capital formation in the corporate 
sector to the total gross capita) 
formation in the country ivorks out 
to be about 17 per cent in 1958-59 
and 21 per cent in 1959-60; the 
share of the non-corporate sector, 
on the other hand, was as high as 
59 per cent in 1958-59 and 53 per 
cent in 1959-60. However, the 
corporate sector’s share was increas¬ 
ing and the share of the non-corpo- 
rate sector was on the decline. 

IV 

Analysis of Variations between 
1958-59 and 1959-60 in the 
National Accounts 

On the basis of the set of Ac¬ 
counts presented earlier, a set of 


Tables showing variations lit rite' 
National Accounts for India have'; 
been prepared.* These Tables 
attempt a marginal analysis show¬ 
ing only the differences in 1959-60 
compared to 1958-59 and are pre¬ 
sented in a simplified form. Thus 
accounts 1 and 2 have been conso¬ 
lidated in a single Cross National 
Income and Product Account. The 
capital reconciliation accounts have 
been omitted in view of the fact that 
the utility of such accounts from 
an analytical point of view is limit¬ 
ed, since, as mentioned earlier, 
capital transfers could not be 
shown separately. Thus, accounts 
2, 3 and 4 respectively show cur¬ 
rent accounts of: (a) household 
and private non-profit institutions 
sector, (b) Government sector and 
(c) rest of the world sector. Ac¬ 
count 5 shows the Gross Savings 
and Investment account which takes 
the form of a resting account in¬ 
corporating the residual item* of 
the proceeding four accounts. 

The simplified set of accounts 
relating to variations during 1959- 
60 is re-arranged below in the form 
of a transactions matrix. 


V 7,v,.w 
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Transaction* Matrix 


Payments by Producers 

Consumers 

Govern¬ 

Foreign | 

Sub 1 

Grusw 

Total 

Receipts by 



ment 

Countries | 

Total 1 

Investment 

Producers 

X 

171. 

114 

43 

328 

24 

352 

Individuals 

284 

X 

30 

—4 

310 

0 

310 

Government 

112 

—11 

X 

0 

101 

0 

101 

Foreign 








Countries 

—105 

—2 

0 

X 

—107 

0 

—107 

Sub Total 

291 

158 

144 

39 

632 ' 

24 

656 

Gross savings 61* 

152 

—43 

—146 

24 

X' 

24 

Total 

352 

310 

101 

—107 

656 

24 

680 

* Allows 

for a minus adjustment of Rs 

8 crores on 

account of 

“ Statistical 

adjustment 








Variations in the National Accounts for India for 1959-60 
(Rupees Crores, at Current Prices) 

Account 1 i Gross National Income a .id Product 


1,1 

Payments by producers * 



1,10 


to individuals (2.5) 

+ 

96 

1.11 

1.2 

Income fron unincorporated 





enterprises (2.6) 

+ 

147 

1.12 

1.3 

Income from property (2.7) 

+ 

41 


14 

Income retained by corporation (5.4) 

+ 

28 

1.13 

1.5 

Provision for fixed 



1.14 


capital consumption (5.4) 

+ 

41 

1.15 

1.6 

General Government income from 



1.16 


property and entrepreneurship (3.8) 

+ 

19 


1.7 

Direct Taxes on Corporations (3.5) 

+ 

24 

1.17 

1.8 

Indirect taxes (3.7) 

+ 

69 


1.9 

(Less) Government subsidies and inter¬ 





est on public debt 1 (3.2) (—) + = 

— 

35 



Gross National Income 

+ 430 



* Including Government producing services. 


Private consumption expenditure (2.1) +171 

General Government Consumption 

expenditure (net) (3.1) -f 79 

Gross domestic fixed capital 

formation (5.1) +123 

Net change in inventories (5.2) —-99 

Exports of goods and services (4.1) + 48 

Net factor income from abroad (4.2) __ 5 

(Less) Imports of goods and 
services (4.5) (—) — = 

Statistical adjustment (5.7) 


Gross National Product 



2007 







• ^'.jb - ' ‘ja * V* 


. ' ,:, ■ .'■ , \' 

l '/<&!MumpikKv -expendit&«, <1.10} T .,.' * 4. itt. 

I * payments by individual* (9.6) ,— It 

l - Gwrant tnujsfen to 

• fcroiga countries X4.6) - ‘ ~*. 2- 

i Phonal saving* (5.3) . ' +132 


Personal Outlay and Savings 


•+■ 310 


fa|ro« ott^V^ prodaceip/to ; ■ ’ >•* “ ^ k - 

, 2.6 Income from unincorporated " 

• enterprises .11,2) - . - ,, 

• 2.7 ^ Income from property U-9) . • 

2.8 Current trawlers from General Gov-_ -•■ 
ernment and from abroad (3.S+4.3') » 

‘4. '; ., • <*> “ , ' 

.. Personal Income '■ ' * 


1«V 

,+ 41 . 

••+ 310. ’:+ ■ 


Account S t Government Receipts and Outlay 

l Consumption epipeqditure 1.11 ' + 79 3t5 Direct taxes--,on corporation# (1.7) 

! Subtidies and Government interest (1.9) . + ..35 3.6 Direct taxes on individuals’ (2.2+ 

I Transfers payments to "individual* (2.8)“ + 30 ■’ . . 3.7 " Indirect taxes (1.6)' < ; 

l. Surplus ( + ) (3.5) ..... — 43 . 3.8 Income from "property *#4' 

—t——» entrepreneurship. (1.6) 

Government Outlay ft Surplus +101 - 

Government' Receipts " „”U . 


-+' tl'rV^ 

+ 69 

+ 19 
4 101 ' : 


Account 4 t Foreign Trade and Payments "* ; 

Exports of goods/* service# (1.14) +4 B 4.5 Imports of goods and services (1.16) 

Net lactor income from abroad (1.15) — 5 4.6 Current transfer* to foreign countries (2.3) 

Current transfers from abroad (2.8) — 4 ' 

Net borrowing from abroad (5*6). ■— 146 


.Receipts from abroad 


Payments abroad 


Account S i 'Gross Saving* and Investment . « 

Gross domestic fixed capital formation (1.12) + 123 .5.3 Personal savings (24) , + 152 

Net change in Inventories (1.13) — 99 5.4 Income retained by producers (+4 + 1.5) + -69 

5.5 Government surplus (3.4) —- 43 

i " 5.6 Net borrowings from abroad (4.4) — 146 

5.7 Statistical adjustment (1.17) — 8 


Gross domestic Investment 


+ 24 


. Gross Savings available for domestic 
investment 


Since the ahove analysis relates 
to variations- during a single year 
1959-60, its usefulness from a policy 
formulation point of view is some* 
what questionable. 1 Further, the 
marginal analysis , presented here 
. would have been more meaningful, 
if the basic data were in terms of 
constant prices. Since the original 
data are i"n current prices, varia¬ 
tions will be exaggerated by price 
, changes over the year 1959*60 
during which the general index of 
wholesale prices rose by about 4 
per cent. The following general 
„ trends, therefore, should be read in 
the light of these limitation*: 

(a) The major part of the addi¬ 
tional income accruing to produ¬ 
cers emanate from private and 
Government consumption expendi¬ 
tures; receipts from gross invest- 

* meant Constitute a small proportion 
.of about 6.5 per cent; 

(b) Out of the add^ional allo¬ 
cation of receipts disbursed by the 

, producers, about 27 is paid 

out as wages and salarioj/to indi¬ 
viduals; another 42 per cent acc¬ 
rues to individuals as income from 
unincorporated enterprises; 
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(c) Nearly half of the additional 
personal incomes accruing to the 
consumer® is saved; (.it may be 
noted here that in absolute terms, 
the proportion of total savings ol 
households to die aggregate dispos¬ 
able income during 1959*60 Was a» 
low as about 10 per cent); 

(d) Increase in exports and de¬ 
crease in imports push down the 

‘net -borrowings from .abroad and 
this is the largest single item res¬ 
ponsible. for the small increase in 
the amount of gross savings avail¬ 
able for domestic , investment 
(Account 5); 

(e) Although gross domestic 
fixed capital formation increased 
by as much as Rs 123 crorcs, gross 
investment increased only by Rs 24 
crores on account of disinvestments 
in tlje form of depletion, of Inven¬ 
tories to the extent of Rs 99 crores; 

(f) Persona] savings . together 
with the Undistributed profits of 
producers, increased by a® much as 
Rs JS21 crores; this' would have 

.made possible much higher levels 
of both gross domestic fixed capital 
formation as well as of gross in¬ 
vestment, but 'flu- the fact that a 


part of these funds (Rs 43 crores) 
•was offset by Government deficits 
on current account, and most of 
the rest (Rs 146 crores) was uti¬ 
lised in reducing our foreign ex¬ 
change liabilities. 

V 

Some Economic Trends Emerg¬ 
ing from the Analysis 

It has been indicated above that 
a substantial portion of domestic 
savings was diverted, in 1959-60, to 
lower the level of external liabili¬ 
ties. In later yearsff reduction in 
external aid coupled with payments 
•of interest due on past borrowings.., 
might take the form of decline in 
foreign savings available for "dom¬ 
estic investment. In this context, 
the implications of some of the 
findings for 1959-60 are of sortie 
analytical interest.? 

In 1959-60 a part of gross domes¬ 
tic savings was devoted to reducing 
foreign exchange liabilities and this 
greatly restricted the net increase 
m gross domestic investment. The 
■ level of gross domestic, investment, 
however, .will not be lowered if it 
ts ensured '-that -gross domestic 
savings increase at a rate-farter than 



' t$g ! .! i » Is [tol&i&imfa: 

b&t rdm .itedtf :-$»m of &*<& 
viou* izugrQsatibefi *f audi «n.ss- ; 
afe* irruption net , • ;• 

., ^InCjftaee is exports knd/or de¬ 
crease, in imports, other things be 
idg- equal,. raise 'thegross domestic 
product and, in turn, tend to-raise 
gross- domestic savings, i) consurpp-' 

.tioit-espehdithmi are pegged to the 
afune teveT. The basic issue, there- 
fi^, is .*whrtftet it would be ,ge»i‘ 
ble ttfc restrain domestic consump¬ 
tion. Ev%n if we were to ignore exo« v 
genous factorjs such a$ increase in 

K pulation or pressing demands for 
tiering die living standards of the 
imafcesj tips condition, appears diffi¬ 
cult to satisfy when consumption 
is 'viewed in physical terms. 

The decline in imports arising 
from import restrictions is likely to 
affect adversely the supply of con¬ 
sumer goods; further, part of the 
increase in exports would be 
thtough diversion to the foreign 
market of consumer goods or raw 
materials required for production of 
Consumer goods. But what happens 
if domestic consumption expendi¬ 
tures do not go -down? We shall 
then be left with two alternative 
courses of action. A substantial part 
of the productive resources will have 
to be diverted to production of con¬ 
sumer goods, and this may, adverse- 
ly affect the level of real invest¬ 
ments. On the other hand, if real 
investments are to be kept intact, 
then the prices of consumer goods 
would tend to go up. The latter 
alternative would involve an ele¬ 
ment of forced savings which may, 
of course, enable us to reduce for¬ 
eign exchange liabilities. 

A step-up of the short-run sup¬ 
plies of consumer goods generally 
involves, in an under-developed eco¬ 
nomy like ours, quick utilisation of 
idle capacities, over-utilisation of 
working units and/or a substantial 
draft on stocks-in-hand*. In a dyna¬ 
mic and developed economy, on the 
other hA'nd, such a phenomenon 
would have witnessed a smaller ini¬ 
tial step-up in the output of con¬ 
sumer goods but a more systematic 
laying down* of new capital assets 
essential for sustaining higher sup¬ 
plies # of consumer goods in the long 
. run. 

w ' 

-The National Accounts presented 
above supports the contention that" 
affective demand resulting from 
high levels'of dorpestjc consnmp- 


. ;‘ anbB«iHk> l tfifa-" -' 

ytvMi a: te- the form -hi dtgM«t 
d iqvsu tones. Sine* there « an 
obufotie limit to .which atidi.* situa¬ 
tion- can “extend, .. it -is bound to 
bring-pressure.on prices through in¬ 
creased. costs of production, de¬ 
creased . quality of products and/or 
abort-supplies. ■ - ’ 1 ■. 

- Tbps. both , from' the point pf 
view ,of our financial objective of 
reducing foreign exchange liabilities 
and the physical need to step up 
and sustain at higher levels output 
of Consumer goods hi'order , to con¬ 
tain inflationary pressures, it ap¬ 
pears necessary to clapnp down oni 
domestic consumption *. > 

Notes 

1 The percentage share of ‘cornpen- 
Mtion df employees’ (item 2.1) 
could be obtained , directly^ from 
this study; share of 'income from 
unincorporated enterprises’ (item - . 
2.2) was assumed to be the mat 
as of ‘income from self-employed 
■ enterprises'; ‘income from property* 
(item 2.3) is a residual item. 

- The consumption expenditure data 
collected by- the National Sample 
Survey at present differ ccnsider- 
. ably freon those derived from the 
official estimates issued by the CSO. 

As and. when these two source* 
come closer to each other, it wotild 
be- possible to use NSS data and 
provide for an item like ‘Statistical 



to cover any minor 
l uhaSWeen the . two- ;,,i 


indepetdafat sets of estimates.' ’ -f, 

" The methodology and terminology * --4§ 
used In this section broadly follow ' ■ 
the patteqi laid down by Richard -’ 

. and Nancy Rctggle* in their book ; 1 ■ ' 
“ National Income' .Accounts and '4 

Income Ahalysrs, -McGraw-Hill, 

New York; 1956. 

4 Marginal analysis for a .short period J 
tends to magnify the trends since ' 
it dots not eliminate • temporary 
non-recurring oscillation*. Our in- ‘ . 

. tention, however, if merely to focus 
attention on one or two findings' 
which, in our judgment, appear 
"to be of some analytical interest. 

3 In reading this section, it must be 
remembered that the ' statistical 
' foundation on which the Basic 
Accounts of India ant constructed 
at present is inadequate. Any 
analysis of the type attempted here 
therefore pan be only suggestive,. , 
not conclusive. The authors «fep 
only to advance a hypothesis to be 
tested and improved upon as and 
when detailed primary data became 
available. , k ‘„ 

* If the precept levels of per capita 
consumption in -the country are 
deemed to be too low to permit 
this course of action, then the alter- * 
native would be to defer our ob- * v 
jective of reducing external liabi¬ 
lities. Consideration of this alter¬ 
native would, however, take u« 
outside the field of economics and- - 
therefore, we have preferred to „ 
conclude here. 
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Exogenous Distribution 

A Comment 


Aran Bose 


M A J, I offer a few comments on 
Krishna Bharadwaj’s interesting 
review article on Sraffa’s “Produc¬ 
tion oi Commodities Ky Means of 
Commodities” (The Economic 

Weekly, August 24, 1963) ? 

First, the reviewer agrees that 
with no changes in outputs or input 
proportions provided for, the ques¬ 
tion of returns to scale is irrele¬ 
vant (p 1454). But in a foot-note 
on the same page doubts are ex¬ 
pressed that for construction of (a) 
the Standard System; and (b) the 
Sub-Systems, “one gets the feeling 
as though the assumption of con¬ 
stant returns to scale is necessary”. 
Of course, the first doubt is express¬ 
ed only to be disposed of immedi¬ 
ately by recalling that Sraffa makes 
it quite clear that the Standard 
System is a purely auxiliary con¬ 
struction, having no physical exist¬ 
ence. But, “More ambiguous is the 
case of the Sub-Systems which are 
used to derive the direct and in¬ 
direct labour content of commodities 
(at zero profit rate), thus implicitly 
attributing to the Sub-System the 
qualities of actual production rela¬ 
tions” (p 1454). Actually, there is 
no ambiguity involved. It can he 
shown without much difficulty that 
in the construction of the Sub-sys¬ 
tems the problem of returns is com¬ 
pletely bypassed by leaving (a) 
aggregate commodity outputs in 
the whole system, and (b) input 
proportions, unchanged. In fact 
the construction of Sub-Systems in* 
volves nothing more than a purely 
“drawing board” regrouping of the 
productive facilities of the actual 
system. 

Second, on page 1452 we read 
that a “land theory of value” can 
be fitted into the Sraffa analysis as 
a special case by superimposing on 
the assumptions of zero profits and 
fixed subsistence wages the assump¬ 
tion that land is a “non-haaic . 
But as it stands, on the assumptions 
made in this passage, we would get 
a system of production without a 
surplus (and with free land) where 


a pure “commodity theory of value”, 
with any one commodity chosen as 
a standard of value, would rule. 

Third, it is far more important, 
at this stage, to discuss the validity 
and usefulness of the Sraffa theory 
on its own merits, than to decide 
which family of value theories 
known in the history of economic 
thought it belongs to. We shall he 
in a much better position to under¬ 
take the latter task after we have 
examined the many implications for 
theory of the Sraffa analysis and 
found them acceptable. But it is 
perhaps not entirely inappropriate 
to point out that an important issue 
is too hastily prejudged in the 
statement on page 1452 of the re¬ 
view article which reads “the lab¬ 
our theory of value becomes a spe¬ 
cial case of Sraffa when the rate of 
profit ia zero and the entire net 
production goes to wages”. Impli¬ 
cit in this statement is a particularly 
narrow definition of the labour 


J AM glad that Arun Bose has 
raised certain interesting' issues 
connected with my review of Sraffa’s 
book. 

As far as the construction of the 
Sub-System is concerned, I now 
agree that no assumption regarding 
constant returns to scale is necessary. 
I have been doubly assured on this 
point by Sraffa himself in a private 
communication. 

Regarding the land theory of 
value, I may point out that it was 
mentioned not out of any particular 
interest in fitting it into the Sraffa 
analysis. I had Samuelson’s con¬ 
tribution (to which I have referred 
in the foot-note on page 1452) in 
mind and wanted merely to indi¬ 
cate, in passing? that by choosing 


theory, of value as a theory which 
says that value is determined ex¬ 
clusively by labour cost, with the 
rate of profit playing no part. But 
no important exponent of any of 
the theories usually known as labour 
theories of value would deny that 
labour cost would be the exclusive 
determinant of value only in the 
special case where the whole net 
product goes to labour as wages. 
And a theory of value which deals 
only with such special cases can 
hardly be called a theory of value 
applicable to actual situations. 
Actually, the more interesting ques¬ 
tion is how Sraffa’s theory compares 
with the sophisticated versions of 
the labour theory which seek to 
tackle situations where the whole 
net product does not go to labour 
as wages, where “organic composi¬ 
tions of capital” differ from indus¬ 
try to industry, where the role of 
land is explicitly recognised, and 
where in consequence prices are 
not proportional to labour cost. 


appropriate and convenient assump¬ 
tions one could derive a land theory 
of value, if one were interested in 
it. For me, it does not seem attrac¬ 
tive analytically. 

My rather hasty treatment of the 
labour theory of value was not out 
of any prejudice against treating it 
on a more sophisticated basis and 
certainly it was not intended to 
cast it summarily aside as too naive 
for consideration. In a small article 
that had the modest aim of present¬ 
ing some of the central propositions 
of Sraffa’s work, a thorough discus¬ 
sion of all the ramifications of the 
labour theory of value could not be 
incorporated. The question raised by 
Bose in his last paragraph is cer¬ 
tainly worth pursuing as an inde¬ 
pendent piece of research, 


Reply 

Krishna B Bharadwaj 
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Delhi Cloth aid GeBeralMilh Company 

Speech el Ike Gnirnaa, Lata fiharat Ran 
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"foliowfcg is 'tie Speech by 

i Jililti Bharat 'Ram, GbairpMttl, 
Delhi Cloth lr 
'■General. Mills Co, Ltd. delivered at 
tta 75th Annual General Meeting 
of thesbarefeolders of the Co, on 
the 2nd December, 1963. at Bara 
Hindu Rao Delhi-6 t 

Ladle* & Gentlemen, 

I am happy to welcome you to 
the 75th Annual General Meeting 
of your Company. I cannot, how- 
wyetv help malting a reference at 
.the beginning of this meeting to 
the memory of my respected father, 
this late Lala Shri Ram. The growth 
sad prosperity of DCM are largely 
the fruit of his hard work and devo¬ 
tion, and the inspiration his inte¬ 
grity and high ideals gave to the 
rest of us. No greater homage 
could be paid to his memory than 
that all of us should continue and 
carry on hi* great work with the 
same devotion and high integrity 
which he showed. We met last 
year under the cloud of the Chi¬ 
nese aggression. The Chinese ag¬ 
gression had various repercussions. 
There was on the one hand a spon¬ 
taneous patriotic upsurge in the 
country, and on the other, various 
friendly countries extended finan¬ 
cial and military assistance. Even 
though there is, at the moment, a 
ceasefire, the danger of aggression 
has not altogether receded. The 
country has to keep itself prepared 
for any eventuality and it would 
be dangerous to relax our prepara¬ 
tion. The Chinese aggression was 
bound to have its repercussions on 
our economy. Some of our efforts 
had necessarily to be diverted from 
civilian needs to military require¬ 
ments. I It is however unfortunate 
that instead of there being a spurt 
in production, there has been a 
glowing down in the economy. The 
mid-term appraisal of the Third 
Plan is a matter of concern; for 
it reveals that the economy is drag¬ 
ging .at a time when it ought to be 
pushing forward with greater 
sp$ed. The. shortfall in the 
agricultural sector, which is not 
only a sizable component, but 
os which depend* die productivity 


of the industrial sector as well, is 
reflated in die total national out¬ 
put in the industrial sector also, 
while development effort has been 
larger and more broad-based, the 
general index of Industrial produc¬ 
tion fell short of the average in¬ 
crease of 11% visualised in the 
Plan to 6.5% in the first year and 
8% in the second y^ar. It would 
seem that the only effort that has 
exceeded the target is in the field 
of additional taxation, which is ex¬ 
pected to be in excess by Rs 1100 
croree by the end of the Third Plan, 
the yield being at Rs 1900 crores 
as against Rs 800 crores. I am 
sure, this excessive taxation is greatly 
responsible for the slowing down of 
the tempo of development. 

Shortage of Foreign Exchange 

Apart from the requirements of 
defence, with the fast growing 
population and the need for improv¬ 
ing the standard of living of the 
people, we have before us a gigantic 
task. This can be accomplished 
only if the production increases con¬ 
siderably faster than the popula¬ 
tion. One of the most important 
factors affecting our rate of deve¬ 
lopment is the perennial shortage 
of foreign exchange. While we 
should be grateful for the assistance 
which various friendly countries are 
giving to us in the form of loans 
and grants, we cannot with any 
certainty depend on the assistance 
continuing at these levels indefinite¬ 
ly. We must, therefore, depend on 
our own efforts to bridge the gap 
between our imports and exports. 
To my mind, there is no other way 
except to work hard, produce more 
and export more. We must not 
think in terms of exporting only 
our surpluses. With the growing 
population and demand we shall 
never have surpluses except in a 
very few commodities. Therefore, 
we will have to restrict in many 
cases our own consumption so as to 
export. In order that we succeed 
in our export effort, we have to be 
competitive and produce goods of 
quality which would be--acceptable 
in other countries.; It fa necessary 


to ensure that costs do not go up. 
The cost* can remain low if output 
per man, whether in the industry 
or on the farm, increases. While 1 
am not against increases in wages, 1 
would emphasise that if there is, 
not more than a corresponding in¬ 
crease in productivity per man, the 
costs will continue to go up and we 
will be wiped out of the world 
market, ft is unfortunate that India’s 
share ip world trade has declined 
from 2.1% to 1.1% during the last 
decade of planning. When compared 
with other developed countries, the 
value of India’s exports as percent¬ 
age of national income works (Bit 
to about 7% as against 19% for 
U.K., 21% for West Germany and 
12% for Japan. I do not propose 
to spell out in detail here the vari¬ 
ous measures necessary to put our 
economy on an even keel, but shall 
only reiterate the important fact 
that the standard of living consists 
not of money hut what the money 
will buy and money will only buy 
more goods and services provided 
the productivity per man increases. 

In spite of all our efforts we shall 
still need more foreign capital and 
it is necessary that everything is 
done not merely to provide incen¬ 
tives to foreign investors but also to 
create a feeling of confidence in 
our fiscal policies. The stability in 
our fiscal policy is the biggest fac- 
tor in creating confidence for the 
foreign investor. Frequent changes 
not only upset the programme of 
financing but also create a feeling 
of uncertainty. 

I have every faith in the coun¬ 
try’s capacity for quicker growth 
provided we all work hard and out 
economic policies are practical 
and not affected by ideologies. 

Larger Sales, Lower Profit 

Coming back to the Company’s 
affairs, although there has been an 
appreciable increase in total sales, 
profits have been lower due to ris¬ 
ing costs of raw materials, stores 
and wages. In the case of sugar, 
unfortunately, like the rest of the 
industry, youf factories also had, a 
very short season which increased 
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ably reduced the profits. In 
Government’* fiscal measures like 
Super Profits Taxi Emergency H»k 
Insurance etc have further reduced 
the profits. The Company has con¬ 
tinued to follow a policy of expand¬ 
ing its activities. Our Project for 
the manufacture of plastics to which 
I made a reference last year n 
neatly complete, One of its pro¬ 
ducts, namely, caustic soda,. » al¬ 
ready in the market and it is ex¬ 
pected that PVC will be in the . mar¬ 
ket within a short time. 

Likewise, the Rajasthan Rayons 
Project is also progressing satis¬ 
factorily and it is expected that the 
factory will start producing high- 
grade rayon tyre-cord by about the 
end of 1964. 

Expansion Scheme* 

Last year 1 had refererred to two 
major schemes of expansion. One, 
the spinning mill at Hissar, and the 
Other, the. expansion in sugar mills 
gt Mawana . The extension of our 
Hissar spinning unit is continuing at 
a rapid pace and it is expected that 
the capacity will increase from 
37,000 to 63,000 spindles by the be¬ 
ginning of the next year- The expan¬ 
sion of the Mawana Sugar Works 
from 1500 tons crushing capacity per 
day to 3000 tons per day has been 
done. We are, of course, facing a few 
teething troubles, but I hope they will 
soon be over. Apart from these ma¬ 
jor expansions and new projects we 
have been continuing to renovate 
our existing equipment. I have no 
doubt that as soon as the new pro¬ 
jects have come into production 
and the expansions have been com¬ 
pleted the profits of the Company 
will increase. 

The record of exports of your 
Company has again been satisfac¬ 
tory. While on the subject of ex- 

S jrts, I would like to refer to a new 
rganisation which we propose to 
set up for handling our export 
business. It is proposed to set up 
a new export Company. This would 
be a subsidiary of your Company. 
While in the first instance, it would 
export the products of Delhi Cloth 
MBls, in course of time, it would 
take up the export of other manu¬ 
facturers’ products also, it would 
thus grow iSfoto » trading company, 
die benefit*^! which will- accrue to 
out• shareholders. 
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One of-the problems facing the 
industry in the country i today k 
shortage of personnel. At your 
Company is also expanding its acti¬ 
vities, it had also felt these short¬ 
ages. The Management now is busy 
concentrating on training our 
management personnel at all levels. 
Today the science of management 
has made great advances and it has 
become a great science. Your Com¬ 
pany has started a separate depart¬ 
ment for not only training fresh 
people but also to teach the modern 
techniques of management to the 
existing staff. In addition to start¬ 
ing our own department for train¬ 
ing, your Company has been send¬ 
ing people to various management 
courses to other places. I am sure, 
this policy will pay rich dividends. 

I am glad it has been possible for 
your Company to maintain the same 
rate of dividend as last year in 

Business Notes 
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to this, the benefit of 'undkbibtked 
tax-exempt . profit under Section 
15(c) of the old Income-tax Act 
hag also, been passed on to the 
shareholders. In effect, 34% of the 
dividend will be exempted from tax 
in the hands of the shareholders. 
Thus, most of the shareholders will 
get,a higher net dividendthan last 
year. 1 may, however, make it clear 
that this is in the nature of a wind¬ 
fall for this year only. 

Before concluding, I would like 
to record our sincere appreciation 
of the good work of all our worker* 
and staff whose efforts have enabled 
us to achieve satisfactory results 
during the year. 

NOTE:—This does not purport to 
be a record of the proceed¬ 
ings of the Annual General 
Meeting. 


Investment Corporation of India 


The Investment Corporation of 
India has weathered very well 
the crisis that overtook the financi¬ 
al and investment markets as a 
result of the Emergency and the 
unprecedented burden of new taxes 
imposed in the 1963-64 Budget. 

In his statement circulated with 
the Annual Report of the Corpora¬ 
tion for the year ended June 30, 
1963, the Chairman, Shri J RD Tata 
observes that the crisis was greatly 
and unjustifiably aggravated by the 
severity of the Budget, not merely 
in the additional burden of taxation 
it imposed but also in the psycho¬ 
logical impact of such unpopular 
measures as the SPT, and the Com¬ 
pulsory Deposit Scheme. In his view 
the damage caused to the economy 
in drying up capital formation, in¬ 
hibiting investment, retarding eco¬ 
nomic growth and in creating a 
deep and widespread crisis of con¬ 
fidence has been totally out of pro¬ 
portion to the additional revenues 
accruing to Government. 

Public confidence in the sound¬ 
ness of the economy and in fiscal 
policies, which if shaken often will, 
take longer each time to revive, Shri 
Tata points out, has to be protected 
and. nurtured; . instead it has been 
aoore than dntr igntaed in ourcoun- 


try during the last fifteen or sixteen 
years with disastrous results. He, 
therefore welcomes the present. Fin¬ 
ance Minister’s readiness to modify 
policies , which has brought back 
confidence to the financial markets. 

A modern industrial economy, 
says Shri Tata, cannot be built on 
the basis of a weak and stagnating 
agricultural sector; industries can¬ 
not run without adequate raw mate¬ 
rials, transport, power, technical 
skills and capital; exports cannot 
be built on high costs of produc¬ 
tion; and large-scale employment 
opportunities in industry cannot be 
created by excessive concentration 
on monumental ~ capital-intensive 
projects which have been the basis 
of our planning. 

While welcoming the formation 
of a Unit Trust in the public sector 
as a useful first step, Shri Tata is 
of the opinion that such Trusts 
should be allowed in the private 
sector also for the reason that a con¬ 
centration of investment resources 
in the hands of one or two institu¬ 
tions, whether they belong to the 
State or are privately-owned makes 
for narrower markets in shares and 
securities and exaggerates move¬ 
ments ut thfir prices. Tie eatiatence 
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of a. number of investment institU- 
iions each following an independent 
policy would not only contribute to 
healthier conditions in stock ex¬ 
changes but also give a \vider choice 
to small investors. 

The Corporation’s income during 
the year dropped by Rs 7.26 lakhs 
to Rs 30.45 lakhs. Income, under 
the heads, dividend, underwriting 
commission and agency commission 
has fallen while that under service, 
charges and interest has shown a 
small rise. Expenditure, on the 
other hand, has shot up by Rs 2.80 
lakhs to Rs 16.77 lakhs. As a re¬ 
sult, profit before taxes has declin¬ 
ed by Rs 8.31 lakhs to Rs 13.69 
lakhs. The Corporation has to pay 
no tax for the year as against Rs 
1.75 lakhs in the previous year. Net 
surplus on the sales of investments 

amounting to Rs 3.12 lakhs (Rs 
8.55 lakhs) has been transferred to 
the Capital Reserve, The amount 
available for disposal including last 
year’s balance of Rs 1.32 lakhs was 
Rs 15.01 lakhs of which Rs 15 lakhs 
are transferred to the Dividend Re¬ 
serve from which Rs 14.84 lakhs 
will be paid out as dividends. Due 
to inadequate profits, no amounts 
have been transferred to General 
Reserve and provision for retiring 
gratuities which got Rs 5 lakhs and 
Rs 1.27 lakhs respectively last year, 
and the ordinary dividend has been 
cut to 7.5 per cent taxable, as 
against 9.5 per cent taxable, includ¬ 
ing 1 per cent Jubilee bonus. 

In spite of a net addition of Rs 
38 lakhs to the invested funds of the 
Corporation, dividend income has 
sharply declined during the year 
from Rs 29.45 lakhs to Rs 22.69 
lakhs. The decline is primarily due 
to an overall reduction in dividend 
receipts from other companies which 
hive been affected by new imposts 
of taxation. The bulk of the new 
investments of Rs 54 lakhs, did net 
fetch any income. The change in 


the, dates of payment by some com¬ 
panies also accounted to some ex¬ 
tent for a fall ui the year’s total 
dividends. Underwriting was less 
due to paucity of capital issues. 
While net earnings were thus less, 
the aggregate market values of in¬ 
vestments as on June 30, 1963 show¬ 
ed a depreciation of Rs 7.63 lakhs 
on their cost of Rs 5.56 crores. By 
contrast, there was an appreciation 
of Rs 35.20 lakhs in the value of 
investments last year. However, the 
depreciation is well covered by a 
capital reserve of Rs 115 lakhs the 
Corporation has built up so far. 

The table above highlights the 
progress of the Company during the 
past five years. 

Central India SPG 

THE improving trend in the pro¬ 
fits of Central India Spinning. 
Wvg and Mfg Co during the past 
four years has been reversed during 
the year ended June 30. 1963. Thr 
profit for the year amounted to Rs 
3,59 lakhs as against Rs 25.87 lakhs 
in the previous year and has been 
appropriated for inducing the reve¬ 
nue losses carried forward from pre¬ 
vious years. The Company has at 
the close of the year, still a loss of 
Rs 40.20 lakhs to wipe out, and 
also arrears of depreciation uoto 
June 30, 1960. not provided, 

amounting to Rs 48 69 lakhs. The 
Company is not on the dividend list 
for the last 8 years, and preference 
dividends amounting to Rs 23.39 
lakhs are in arrears from 1956-57 
onwards. 

Production during the year was 
well maintained and the capacity 
was utilised to'the maximum. Sales 
of cloth, yarn, etc, were also main¬ 
tained above last year’s level, the 
total turnover being Rs 614 lakhs as 
against Rs. 599 lakhs in; the previ- 
viOus year; but profits were affect¬ 
ed- by adverse trade conditions for 
some time, higher cotton price*, rise 


■ tetatt'*o4 pr od u c tio n 

un mamw arive exports.. Value -of ; - 
exports amounted to 13 per cent of ^ 
the aggregate sales ip die first half ■ 
of the year against an -obligation of 
12.5 per Cent, but the Company 
could not fulfil its export obligation 
during the second half because of 
disturbed political conditions to 
Africa. 

The Directors intend to revive the 
scheme for the issue df new equity 
capital amounting to Rs 46.88 
lakhs and a resolution is sponsored 
for consideration « the Annual 
General Meeting to empower the Di¬ 
rectors to shake a fresh offer at the 
appropriate time. 

Slrpnr Paper 

jSjIRPUR Paper Mills’ production 
during the year ended June 30, 
1963 was adversely affected' bya 
three-month labour strike and it fell 
from 31,700 tonnes to 24,000 ton¬ 
nes. Net sales of paper were lower 
by Rs 1.21 crores at Rs 3.40 crores. 
Added to this, rise in the cost of 
raw materials and stores, the emer¬ 
gency insurance schemes, rise in im¬ 
port and excise duties, and taxation 
eroded profits, which after provid¬ 
ing Rs 32.46 lakhs for depreciation 
(Rs 39.05 lakhs) and Rs 3 lakhs 
(Rs 7 lakhs) for development re¬ 
bate amounted to only Rs 2.94 lakhs 
compared with Rs 37.87 lakhs in 
the previous year. 

A sum of Rs 11 lakhs had to be 
written back from General Reserve 
and Rs 5 lakhs from Continecncie# 
Reserve to pay dividends for the 
year. The dividend on ordinary 
shares is reduced to 50 nP taxable 
as against 85 nP in the previous 
year. The working results of the 
current year are reported to be satis 
factory as a result of settlement of 
labour disputes. The Company has 
now announced an interim dividend 
of 35 nP taxable for 1963-64. Plans 
for modernisation and expansion of 
the Mills are in progress following 
a technical and financial collabora¬ 
tion agreement with Kimberley 
Clark Corporation of Wisconsin, 
USA. 

Tractors (India) 

TURNOVER of Tractors (India), 
Calcutta, has very nearly doubl¬ 
ed during the year ended June 30. 
1963 at -Re 2.18 crores in spite, of 
import restrictions and keen compe¬ 
tition, Grow profit rose front Rs 

2013 




;j(gpH*i|jjig aer profit twm. 
wit,-to-be Wer at Rs 21*70 (akie 
■mtpated with Hs 22-iS WAs rin 
,4}i# previous feat. Np, a flo c afa iRg 
juw* been made to General Reserve 
yir -dividend Equalisation Reserve la 
Which Rs l%,90 lakhs were. ear¬ 
marked last time. Taxation provi¬ 
sion has absorbed Rs 17.40 lakhs 
(as against Rs 10.25 lakhs) which 
includes SPT of Rs 6.40 lakhs for 
2 years. A sum of Rs 13.60 lakhs 
is lifted to Dividend Reserve from 
which Rs 7.21 lakhs will be paid off 
as ordinary dividend at Rs 2.25 per 
share of Rs 10. This compares with 
Rs 3.25 per share last year absorb¬ 
ing Rs 10.42 lakhs. 

Cole Cranes of India in which 
the Company has a substantia) in¬ 
vestment has attained its licenced 
capacity production within 18 
months of its commencing opera¬ 
tions and has paid a dividend of 
10 per cent. 

Saurashtra Cement 
jyET profit earned by Saurashtra 
Cement and Chemical Industries 
rose sharply during the year ended 
June 30, 1963, from Rs 12.72 lakhs 
to Rs 34.66 lakhs and brought down 
the accumulated loss from Rs 50.18 
lakhs to Rs 22.70 lakhs after pro¬ 
viding Rs 3.30 lakhs for Develop¬ 
ment Rebate Reserve and Rs 3.89 
lakhs to Rehabilitation and Deve¬ 
lopment Reserve. Production of 
clinker has gone up during the year 
from 1.47 lakh tonnes to 2.11 lakh 
tonnes and that of cement from 1.64 
lakh tonnes to 2.14 lakh tonnes. 
After the factory started production 
in 1961, the Company has made a 
gross profit to the tune of Rs 123 
lakhs and the accumulated deficit 
in the accounts mostly represents 
the unabsorbed depreciation and 
development rebate. 

Plans for doubling the output of 
the cement factory are already un¬ 
derway and thp new plant which 
will expand the capacity to 4 laklj 
tonnes per year is expected. to go 
into production sometime in 1964- 
65. 

Barium Chemicals 
jttARIUM r Chemicals’ imported 
plant is.expected to be cpnujtisr 
stoned wR|j|n f a month.. The Com¬ 
pany has ntide satisfactory, arrange;; 


vah&f «f it 
ad tfop amppri Jkcooe ^fcr $gW' 
lakhftend sejjia purdah of It'Mr 
Re 3t;46 lakfe* eenifeg a ‘gjsss.'pn- 
fU of Rs 7?jOOO. Aftw capitafiring 
a tret revenue expenditure of Rs 
3.24 lakhs, a loss of Rs 6,019 is 
shown in the Balance Sheet. 

Mafatlal Fine 

MANUFACTURE of fluorine eh*- 
, . mi cals will for the first tipte 
be undertaken fit India h« the 
Mafatlal Fine Spinning and Manu¬ 
facturing Comoany iw coi'aboradon 
with a Swiss firm. This branch of 
the chemical industry is stated to 
have a bright future in India. At 
present the main consumers are 
the. aluminium industry and the 
atomic energy establishments 
whose requirements are met by 
imports. When the Company's pro¬ 
posed plant goes into full produc¬ 
tion, it will meet the country’s en¬ 
tire requirements of fluorine che¬ 
micals. The. main raw material is 
a special mineral located at Chhota 
Udepur. The factory will be locat¬ 
ed at Udhpa (Surat). Production is 
exoected to commence by the end 
of 1965. 

The cost of the whole project is 
estimated at Rs 2.50 crores of which 
the foreign exchange component 
will be about Rs 1 crore. including 
fees payable to the collaborators. 
It is the intention of the Company 
to ra^e Rs 1.08 crores bv making 
a public issue of shares of Rs 100 
each at a premium of Rs 275 per 
share. Fifty uer cent will be alloted 
as right shares to the existing 
shareholders of the Company. The 
new issue is likely to be made early 
in 1964', as it now awaits the sanc¬ 
tion of- the Government. 

Cooper Engineering 

^OOPER Engineering has done 
better during the year ended 
June 30, 1963 than in the tvrvions 
year. As ggahist a loss of Rs 9.09 
lakhs incurred in 1961-62, the 
Company has made a small profit 
of Ris .11,000. The net profit being 
inadequate, dividend amounting to 
Rs 7.23 lakhs will be paid out of 
the General Reserve as was done In 
the previous year also! Yet the 
rate of. divid end " has' bfeen 'stepped 
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reached a. retted ■*er «;'.vtaa®r-~;6* 
wider demand from fanner* who 
were getting taccavi lotto* from 
Government. Sales of poWrloonw, 
however, suffered a setback . oa 
account of the Government's policy 
of pot issuing any further permits 
to setup powerfooms. , 

The Company bag now plans to 
step up production in other lines 
such as shaping, planing and slot¬ 
ting machines where the demand 
is growing. It will be shortly enter¬ 
ing into technical collaboration 
with a West German firm to manu¬ 
facture vertical turret lathes and for 
this purpose will avail of a loan of 
Rs 18.50 lakhs in foreign exchange 
from the ICICI. Besides, negotia¬ 
tions for technical collaboration 
with Draper Corporation, USA, 
for manufacturing automatic looms 
have been already finalised. 

The Company proposes to make 
a fresh issue of Rs 45.20 lakhs in 
shares of Rs 100 each to its share¬ 
holders on the basis of one share 
for every two shares held. 

Money Market 

Thursday, Morning 
JJEMAND for funds was so heavy 
in the money market this week 
that the inter-bank call rate shot up 
to 4.5 per cent in the first three days 
from 2.5 per cent at the close of 
last week —-- a rate which had re¬ 
mained unchanged for about a fort¬ 
night. Though this, rise may be re¬ 
garded as normal in the busy sea¬ 
son, yet it deserves closer scrutiny. 

During the first four weeks of 
the official busy season credit was 
easily available and banks had no 
difficulty in meeting their normal 
day-to-day needs, despits an increase 
of Rs 15.64 crores in bank credit 
and a fall of Rs 11.74 crores in 
deposits in the first two weeks of 
the season. Demand foT bank cre¬ 
dit was by no means excessive and 
was easily met from balances in 
band and with the Reserve Bank 
and from sale of investments whan 
necessary, but without special «- 
coiiree to the Reserve Benlft 
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___. Hegcitje deposits rose by Rs circulation contracted fay 

A^&eg nree;bonk «yedi.t let! by flte" ; .Rs- TGCS3 crores daring the ..wedt 
SSMUtja^ttiA' borrowiiffiB from the 'ended November 29, .as stated 
$ wore down byjRa-1.79 above. The entire amount has been 
"tenittti; Investment in securities’wit 
up by Rs 8.49 crores which caused 

r r»_ * ___ 


a depletion of Rs 6.37 crores in 
balances on hand and with the Re* 
eejyr Bsiik. The overall position 
the week did not, therefore, 
any impendhig strin* 



absorbed by die Banking Depart¬ 
ment which has taken in also the 
further issue of Rs 1.11 crores. The 
net note issue during the week is 
covered by an addition of Rs 1.11 
crores to the rupee coins in the 
Issue Department. Foreign securities 


. wbfli-dfamjjB 

baiaaife« : 'Ji^)fw?ed by a mere R$'J >w 
lakhs. vSe^a^ uht d banks’ dapo rit s' 
were ihrWa by Rs 6 crons but thaw.l 
borrowings increased by only R*‘ 
42 lakhs. Central and State Covern- 
ments’ deposits declined by Rs 2.36 
etwee aiid their borrowings wet* 
up by Rs §4 lakhs. Loans to Slate 
Co-operative Banks went up during 
the week by Rs 4.40 crores. Invest¬ 
ments of the Bank fell sharply by 
Rs 26.94 crores, while bills purcha¬ 
sed and discounted Were higher by 
only Rs 44 lakhs. 
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Again, daring the week ended ' 
November 29, As per the latest re¬ 
turns of the Reserve Bank, schedul¬ 
ed banks’ borrowings were no high¬ 
er by no more than Rs 42 lakhs; 
their deposits with the Batik, how¬ 
ever, fell by Rs 6 crores; and for 
the second week in succession active 
notes contracted by Rs 10.53 crores. 
Trade demand was so inconspicuous 
and money supply was so plentiful 
during the whole of November, that 
very Targe amounts flowed to Trea¬ 
sury Bills even to the extent of de¬ 
pressing the discount rates in some 
weeks. 

The sudden and sharp spurt in 
the call money rate, therefore, could 
not have been anticipated. It is the 
result of a sudden upsurge of de¬ 
mand coupled with the unprepared¬ 
ness of banks to meet it. The latter 
was an important factor as is indi¬ 
cated by the fact that funds seek¬ 
ing refuge in “intermediates” be¬ 
tween November 27 and 30 amount¬ 
ed to Rs 4.77 crores as against Rs 
2.57 crores in the previous period. 
This had to a certain extent dried 
up floating funds in the market 
Besides banks felt the pinch of de¬ 
mand on account of quarterly taxes 
due by the end of November which 
did not appear to have them earlier. 

It is also likely that upcountry 
trade demand on account of crop 
movement which is reported to be 
picking up, has added to the pres¬ 
sure on banks. Finally, certain spe¬ 
cial interests were reported keen 
borrowers in the market. The cumu¬ 
lative effect of all this appears to 
have created a severe imbalance bet¬ 
ween demand and supply leading to 
the sp urt in the rate. This, however,, 
may be a passing phase unless the 
normal seasonal demand assumes 
' i very suable proportions. To some 
extent the usual end-year require- 



n towards progress .. 


India Steamship Co., Ltd., has 
t steady record of progress... 
Since Independence, iu ton¬ 
nage hes increased from about 
15,000 D.W. tons to over 
200.000 D.W. tons—more ton¬ 
nage being still on order. 

(ts services are also extending 
to various trade routes. After 
initial consolidation in the 
(ndia-U.K.-Continent trade— 
the Company entered the 
Indo-Soviet service to the 
Russian Black Sea ports Id 


1956 and later to Rumanian 
ports. In 1959 the Company 
forged still another link In the 
oversees with South America, 
and in 1960 it extended its 
service to Poland. 

Their experience and reputa¬ 
tion for fast, efficient and 
dependable service built on the 
personal care given by their 
experienced officers and crew 
to the cargo entrusted to them, 
have earned them the goodwill 
of their customers. 


ship 

er mow stiamj hit company 
mputid roa its cargo cam. imotNCY. dipinoaoiuty. 

SPSIO AND MODtRN SHIPS SUIT TO SUIT THI HMDS OP TMS THAOS 

* 

•r SHIP* NO WITH INDIA mAMSHIP COMPANY. 

TOU WHX ALSO HUP TO CONSMV1 PonatON 
KXCHAMOI POX INDIA 



INDIA STEAMSHIP CO., LTD. 

"MDU STEAMSHIP HOUSE* 

*», OID COURT HOUSE STREET, CAICUTTA-I 
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CMRtNT STATISTtCi 

Foreign Trade of India 

PBINCIPAL IMPOSTS 

(Rs Lakhs) 




Aug ’63 

Aug ’62 

Apr ’63 
Aug ’63 

Apr ’62- 

, _ 1 ' 



Aug ’62 

Food 

451.4 

911,4 

4544.8 

7131.1 

of which 


! -*5- 


5-1 


1.9 

3.0 

6.4 

’ Fish : froth or 
limply preserved 

44.5 

44.9 

196.8 

182.1 

Wheat 

337,4 

650.1 

2173.8 

4317.6 

Rice 

0,5 

32.2 

1170.5 

1600.4 

Cereal preparations 
Fruits and nuts, 
fresh (not including 

0.6 

1,4 

2.5 

7.2 

404.4 

oil nuu) 

33.6 

51.9 

431.2 

Dried fruits 

11.8 

6.2 

158.4 

148.2 

Vegetables, fresh 
ana dry 

0.1 

0.7 

9.4 

5.8 

Cocoa 

3.0 

2.1 

9.1 

8.9 

Spices 

2.2 

29.3 

39.8 

77.2 

Beverages and 
Tobacco 

Tobacco and tobacco 

1.8 

2.5 

9.8 

13.8 

2.8 

manufactures 

0.1 

0.5 

1.5 

Tobacco un¬ 
manufactured 
Tobacco manu¬ 

— 

— 

1.2 

1.8 

1.0 

factures 

0.1 

0,5 

0.3 

Crude materials. 
Inedible 

984,0 

1285.2 

5309.3 

5012.6 

of which 

Hides, skins and fur 
(kins, undressed 

19.9 

15.1 

140.1 

107.2 

Hides and skirts 
(except fur skins), 
undressed 

Fur skins, un¬ 

19.9 

15.0 

139.7 

107.0 


dressed 

— 

0.1 

0.4 

0.2 

Oilseeds, oil nuts 
and oil kernels 

56.6 

64.1 

346.6 

*09.0 

Wood, lumber and 





cork 

4.8 

41.8 

32.8 

158.4 

Wood in the 
round or roughly 
squared 

3.1 

40.2 

18.8 

100.8 

Textile fibres and 




2830.7 

waste 

620.7 

869.6 

3199.7 

Silk 

4.7 

— 

26.6 

39.8 

Wool and cither 
animal hair 

143.7 

92.9 

774.5 

552.5 

Cotton 

415.8 

749.1 

2028.8 

2074.2 

Jute 

Vegetable fibres, 
except cotton and 
jute 

5.0 

15.3 

92.0 

67.6 

94.1 

46.6 

10.8 

8.8 

Synthetic fibres 
Crude fertilisers and 
crude minerals, ex¬ 

*0.8 

3.6 

210.1 

23.4 

cluding coal, petro¬ 
leum and precious 



497.5 . 

482.8 

•tones 

72.5 

116.2 

Fertilisers, crude 

12.7 

32.7 

98.7 

128.0 

Crude minerals 

59.8 

83.5 

398.9 

354.8 

Metalliferous ores 
and metal scraps 

6.0 

26.9 

72,3 

66.3 

Icon ore and ,o f ; 
concentrate 

__ 

_ 

0.3 

ts 


Aug *63 

Aug ’62 

Apr *63 

Apr ’62* 

Iron and steel 
scrap 

0.2 

1.1 

Aug'63 

3.1 

Aug’62 

i 1 ' **' HI 

■ 5,8 

Ores of non-ferrous 
base metals and 
concentrates 

2.5 

22,3 

39.2 

■ 913 

Animal and vegetable 
crude materials 
inedible, nes 

12.8 

19.1 

76,0 

88.1 

Crude animal 
materials, inedible 
nes' 

3,8 

0.9 

173 

173 

Crude vegetable 
materials, inedible 
nes 

9.0 

18.1 

58.3 

70.2 

Mineral fuels, 
lubricant and relat¬ 
ed materials 

14.6 

391.7 

4989.3 

3132.1 

Coal, coke and 
briquettes 

_ 

0.5 

4.4 

17.2 

Petroleum products 

368.8 

391.2 

2792.0 

1731.3 

Animal and 

Vegetable oils 
and fats 

129.9 

26.0 

264.5 

305.2 

Animal oils 
and fats 

7.4 

6.1 

26.8 

36.3 

Vegetable oils 

122.0 

19.6 

231.7 

179.4 

Chemicals 

592.0 

784.2 

4117.9 

4123.6 

Chemical elements 
and compounds 

220.4 

374.4 

1488.0 

1776.9 

Inorganic chemicals 

82.9 

176.1 

614.6 

748.8 

Organic chemicals 

137.5 

198.2 

873.4 

1028.1 

Dyeing, tanning and 
colouring materials 

56.7 

94.9 

410.3 

508.0 

Coal-tar 

dyestuffs 

32.4 

64.7 

300.5 

364.7 

Dyeing & tanning 
extracts 

10.9 

17.0 

54.3 

75.3 

Pigments, paints, 
varnishes and 
related materials 

13.3 

13.2 

55.5 

68.0 

Medicinal and 
Pharmaceutical 
products 

60.5 

68.4 

385.8 

432.0 

Essential dils and 
perfume materials, 
toilets, polishing and 
cleansing operations 

5.7 

7.2 

36.5 

43.6 

Essential oils, 
perfume and 
flavour materials 

5.3 

6.8 

33.2 

38.7 

Perfumery, 
cosmetics etc. 

0.4 

0.4 

3.3 

4.8 

Fertilisers, 

manufactured 

164.2 

123.6 

1239.3 

762.9 

Explosives and mis¬ 
cellaneous chemical 
materials and 
products 

84.5 

115.7 

556.9 

5983 

Miscellaneous 
chemical materials 
and products 

67.9 

100.6 

452.9 

461.0 

Manufactured 

goods classified 

chiefly by material 1453.2 

1946.0 

7684.5 

8621.9 
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Robber tnamriac- 

0.3 ** 
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ttuw. at*. 

Robber manufac¬ 

17.0 

17.0 

- 4R& 

73.6 

tured articles, 
n « • 

Wood and cork 

155 

143 

83.9 

65.5 

manufactures 

6.1 

4.1 

22,7 

19.2 

, Veneers, plywood 
; etc. 1 .( 

3.5 

- u 

12.4 

11.1 

Paper, papertward j 

asdmamifacture* ■ 
thereof 


1244 

479.7 

320.8 

76,6 

Paper and 


, ' "' i, 

470.0 

508.3 

Textile yam, fabrics. 

73.3 

122.0 





made-up articles and 



510.4 

» 

6374 

(dated products 

Textile yarn 

121.4 

144,2 

: and thread 

Cotton fabrics of 

94.2 

122-4 

441.3 

547.4 

standard type 

Textile fabrics of 

1.3 

2.2 

3.7 

, 9.2 

Standard type 

Special textile 
fabrics 

2.4 

3.1 

5.6 

18.6 

23.1 

15.4 - 

56.4 

60.8 

Made-up articles, 
wholly or chiefly 
of textile 

materials n e s 

0.4 

1.0 

3.5 

3.3 

Non-metallie mineral 

manufactures, nes 

49.7 

53.7 

215.0 

246.5 

L'me. cement and 
fabricated building 

materials 

0.1 

0.7 

5.5 

12.5 

Clay construction 

materials 

13.3 

22.7 

49.6 

77.4 

Mineral 

manufactures 

26.5 

20.3 

100.1 

100.7 

Glass 

5.8 

5.9 

36.7 

33.0 

Glassware 

3.9 

3.6 

22.0 

20.9 

Silver, platinum, 

gems, jewellery 
Precious and semi- 

11.6 

14.0 

86.0 

94.8 

precious stones 

and pearls 

5.8 

11.4 

50.6 

83.4 

Base metals 

1160.0 

1390.5 

5645.1 

6292.6 

Iron and Steel 

671 0 

733.4 

3597.4 

3665.7 

Copper 

101.4 

391.0 

337.7 

1185.6 

Nickel 

24.8 

13.1 

51.3 

56.0 

Aluminium 

50,9 

139-8 

313.3 

561.7 

Lead 

38.8 

24.9 

131.9 

1198 

Zinc 

85.9 

62.7 

393.4 

396 8 

Tin 

75.7 

16.2 

275.9 

262.9 

Manufacture of 

Metals 

110 4 

196.8 

651.2 

733.5 

Machinery and 
transport equip- 

ment 

2889.5 

3403.7 

16592.2 

16064.3 

of which 

Power generating 

machinery 

513.7 

297.3 

1712.9 

1776.4 

Agricultural 

machinery 

8.7 

9.0 

68.2 

35.7 

Metal working 

machinery 342.2 

Mining, construction 

318.3 

1813.6 

14-89.0 

and industrial 

machinery 

1110.1 

1527.2 

7284.6 

6933.2 

Electric machinery, 
apparatus and 

appliances 

602.1 

497.4 

3478.0 

2477.6 

Transport 

equipment 

262.3 

712.3 

1982.2 

2992.0 

Road motor 

vehicles 

194.7 

320.3 

1027.6 

1198.4 
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mo 

•ms 

manofactared 

article* 

153.1 

227.0 

963.1 

itfiiii?* 

Sanitary, plumbing, 

h**ting wid 
lighting fixture* 

3.3 

4.0 

18.6 

■314) ; v'-il 

Professional 
instrument*, 
optical good*, 
clocks etc 

81.8 

124.0 

457.3 

. '’v;. A'V/ 

1 , & 

1 1 

■■ M 

' 528.4 , 'p& 

Printed matter 

27.7 

224 

125.8 

121J5 ■', # 

Manufactured 

article* 

40.3 

74.3 

’ ’ ’ 347,4 

274.7 

IGscdlnMen 
Transactions and 
commodities, 

'«(' e a ; 

39.4 

.47'O 

231.3 

( . 1 //sjj 

, SOLS 

of-ti/kieh 

Postal packages 

6.1 

22.3 

67.4 

1 "a* ■ 

•' 4St wB / >„ 

Returned good* 
and special 

transactions 

33.3 

24.7 

163,5 

., jjx» 

GRAND TOTAL 

8160.2 

9024.7 

44728.3 

45676.8 ? 


Source : Department of Commercial Intelligence and Stad*- 

tic*. " y 'rrf'*c 


BANKING RETURNS 


(Rs Crorei) 


Reserve Bank 

Nov 29 

Nov 22 

Nov 1 

Nov SO, 

1 

Note circulation 

2265.05 

2275.59 

2243.92 


2 

Rupee coin 

120.45 

119.34 

120.95 

124.65 

3 

Deposits 




, ■ „ >; 


(a) Central Govt 

71.14 

73.05 

48.68 

57.90 ' ; 


(b) Other Govts 

11.19 

11.62 

7.37 

10.23 - 


(c) Banks 

81.07 

87.43 

101.10 

70.52 


(d) Others 

166.41 

165.53 

163.77 

16205 

4 

Foreign securities 

92.46 

92.46 

92.46 

88.06 

5 

Balance abroad 

10.39 

10.34 

7.31 

5 £5 

6 

Rupee securities 

1959.31 

1959.31 

1939.31 

175329 

7 

Investments 

246.36 

273.30 

230.10 

213.29 

8 

Loans and advances 





to Govts 

58.84 

58.30 

64.22 

33.78 

9 

Other loans and 






advances 

144.79 

139.63 

138.65 

152.02 

Scheduled Bank* 

Nov 22 

Nov 15 

Oct 25 

Nov 28, 






’** 

1 

Aggregate 






Deposits (net) 

2237.35 

2230.94 

2233.56 

2043.2^ 


Demand (net) 

971.98 

970.42 

974.75 

80511 


Time (net) 

1265.37 

1260.52 

1258:81 

1238.84 

2 

Cash in hand 

57.43 

53.86 

56.46 

48.23 

3 

Balance with 






Reserve Bank 

82.88 

92.82 

113.77 

78:62 

4 

(2) + (3) as % 






of (1) 

6.27 

6.57 

7.62 

821 

5 

Borrowings from 






Reserve Bank 

0.46 

2.25 

1.88 

1.68 


(a) Against usance 






bills and/or pro- 





missory notes 

— 

0.17 

— 

0.41 


(b) Others 

0.46 

2.08 

1.88 

1.27 

6 

Advances 

1246.07 

1244.05 

1237.66 

1149.78 


(a) State Bank 

240 25 

239.60 

23387 

235.98 


(b) Others 

1005.82 

1004.45 

1003.79 

913.80 

7 

Bills discounted 






(a) Inland 

179.59 

181.19 

173.98 

159.94 


(b) Foreign 

57.27 

58.22 

57.31 

54.54 


(c) Total 

236.86 

239.41 

231.29 

214.48 ? 


(i) State Bank 18.98 

18.69 

16.65 

17.27 


(ii) Others 

217.88 

220.72 

214.64 

197.21 

8 

(6) + (7) as % 






of (1) 

66.28 

66.49 

65.77 

66.75 

9 

Investment in 






Govt securities 

771.75 

763-26 

759.34 

703.68 

10 

(9) as % of (1) 

34.49 

34.21 

34.00 

34.43 


mi 
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- JJPSW' keen it tfap interest 'of '-the PiiHiiiiniiil 

' failures of .which have tome j£\ 

appraisal? The', Parliament, iet‘apartw* days IfcMfefe 0fbnm • 

wW-term appraisal.-.On two occasion*,t w qaw r , - ; '• 

was extended fh order to ehpbltr-tlte debm* twite iimkiit ;V* 

wain on the l&at day pf the"delate, tha Ldk.Sebht Sad 
for lack qf quorum, Againstdtf^ there 
cative committee of'the Cohgne& party -anti 
party to discuss planning, meetibgs addressed fey. 

of which decided to set tip a strong plafmipg BBRUfthii^ IrjRTr ri nWf ” , 
review the implementation of the Plan. 1AU thWse detfdttr : ,*f“ 
interest in planning and in thrSBaaaiag rfiftiintlilliflfcj~' tjt »/' 'oqtitr i \.; 

But the decision to set up ”a jdMld^'’’cnuttide^io '■ : :fb 

review implementation of the Plan an5T :; ibc *''$ 

influential members like Shri Haniumartteyva that 1 T 

mission should consist of only 'senioi*. rnemikprs ^'fm il CaSS^ 4 jtt‘'Wl' ' 
Shri AjR Prasad Jain that a large ^uififier 

those ill charge of the economic dep&rtirient, should: 1 ' be “r 


raised by Sm Renuka Ray when she said xhgt it ««ul^ %eye )*hg!S£ 
better if' the Planning Commission had not fttitc tmned J; aa. V. 

‘Cabinet but as a planning body iki the proper sept* of the 
wondered why as many as five Cabinet members should be' 
of the Planning Commission. But the debate did : hdt ( pij& thjij. ■' Vc' 
There was little disagreemefit, however, ^»n one,point,^viif, 
is in the implpmenution that planim^^iiad'JEuied; ,^spdit< . 

Nehru attempted a feeble defence and pleaded that & T adrieKBnMQM$>' - 
of the Plan should not be ignored or be allowed to |» ^erafiadowed * 
by the failures. It did not go very- far. Neither did Shri-T T’KWhpa,^,. 
rnachari for that matter, though his was the most outstanding spaeolthV 
and a-hard-hitting one. Pandit Neliru did not quite get - off uia poi'nt.,, ■ ■■ 
-- whether it was planning that was fmhy or its implementationr^ahet’; . 
in a reflective mood, thought aloud: ■ , . - ' * 

■“Normally, the planners proceeded on a theoretical approach.asrtt.- 
recommended the expansion of production in fields, where bait i resadtai^ 
Could be obtained. That may be very logical and it'rnay produce.”' 
more, hut it i« not very human, considering the sire of India";>s .irt 
. He had begun to think more and more of Mahatma Gandhi's appfoaA';: •■ 
ip this matter, he added’but did not conclude, ft Was al^fimeiMlfW.-t' 
ilection, for Nehru knows as well as the others‘that it fs tod.Ivte 
him to cut through the maze that ha* .enveloped the .PJariiijhg €hm* ? i 
,^|op,-apd.begin..anew. ‘ — 

; :r~‘i 3 Tha jfdt .of . reflection pointa unerringly the •'■sbiy'swF tt r wfa fflr 

exactly ‘the ftarliameni"goes wrongs 'NeHrm «oetay:*e’ rnii mlgMpf&ttu^ l 
;,-Plan • jbpft % stategy 1 of economic development- -.’and ihat_irans*^3lR f * 
bbastdeteid strategy which has boon carafulfy fbosgbt- ; out^'^jy;j^|M 
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however, only to the broad strategy 
of the Plan, and not to the detailed 
working out of targets and ensuring 
implementation, in both of which 
the Planning Commission has sig¬ 
nally failed. 'Indeed, judging from 
what is published, the Planning 
Commission has not yet addressed 
itself to its proper task. It is still 
cogitating and toying with the idea 
of doing things a little better. 

In the recently published out¬ 
line, “ The Planning Process ” 
based upon the paper submitted by 
Shri Tarlok Singh to the Group on 
Planning for Economic Develop¬ 
ment set up by the United Nations, 
what the Planning Commission has 
to do is set out lucidly in a man¬ 
ner which can hardly be improved 
upon. Gut let no one think for a 
moment that the Planning Com¬ 
mission is actually doing any of 
these things. The present position 
was stated candidly enough by Shri 
B R Bhagat, the Minister for Plan¬ 
ning, in his reply to the debate, 
when he admitted that “defective 
planning had led to over-fulfilment 
of financial targets while physical 
targets had recorded shortfalls”. 
The Planning Minister accepted 
the criticism that the techniques of 
planning were faulty and admitted 
that “the Commission had not rea¬ 
ched a high level of expertise” — 
not even after these twelve and 
half years of planning! There was 
some consolation, however—“Plan¬ 
ning was gradually becoming more 
sophisticated”. “The Planning Com¬ 
mission was examining its methods 
of working and there was no doubt 
that better techninues of planning 
would be evolved !” (italics ours). 
Mere sophistication, one may be 
pardoned for saying, would not pro¬ 
duce results, and when are the 
better techniques of planning going 
to be evolved? What holds back 
the Planning Commission? The 
problems are now age-old, the solu¬ 
tions are nowhere in sight. The cri¬ 
ticism of Professor D R Gadgil of 
the agricultural targets that “neither 
the physical targets nor the mone¬ 
tary values had been built up 
through any realistic examination 
from below” is as valid today as 
it was when the Laski Memorial 
Lectures were delivered in 1958. 

The Planning Commission floun¬ 
der# help lead y because, to begin 
with, it is no exnert body com- 
the confidence of the na* 
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tion, It has become a sinecure for 
unsuccessful politicians who out¬ 
number the experts. And does it 
need so many Cabinet Ministers? 
What new knowledge or how much 
of fresh thinking are they aide to 
bring to the process of planning? 
True, logic has to be tempered by 
commonSenae. The Planning Com¬ 
mission has certainly attained a 
high stature though it is neither a 
statutory body nor is it created 
under the Constitution, And this 
stature it could never have attained 
if it did not have the Prime Mini¬ 
ster as its Chairman. Perhaps one 
may also concede that the presence 
of the Finance Minister as a mem¬ 
ber makes for easier acceptance and 
implementation of the Plan. But 
why any others, unless it is felt 
that the presence of the Prime 
Minister and the Finance Minister 
is not enough for the closest co¬ 
ordination wiih the Cabinet? . In,' 
that case, the Deputy Chairman, 
who is the chief executive of the 
Planning Commission, should be 
found a seat in the Cabinet. And 
that should not be too difficult for 
the Congress party to arrange. 

While the Planning Commission 
plans, it is the Government which 
executes. That is the theory. Facts 
are very different. The dividing line 
between the two gets increasingly 
blurred with the result that plan 
performance suffers. So much has 
agricultural planning suffered from 
this that Professor Gadgil, was 
led to remark at the time of the 
Second Plan that “Looked at from 
the point of agricultural planning 
there exists a good case for the 
abolition, at least the suspension of 
the activities of the Planning Com¬ 
mission and placing the work with 
a Policy Committee of the Cabinet”. 

A small and compart Planning 
Commission with the highest techni¬ 
cal expertise that it can command 
would nevertheless be able to do 
little unless it has the assistance of 
a small body of hand-picked tech¬ 
nicians. Instead, the Commission 
has a sprawling secretariat which 
goes on expanding while the level 
of its competence declines in an 
inverse ratio. 

Why the Plan fails is no secret, 
least of all to the Plannine Com¬ 
mission, The—targets neither in 
agriculture nor in industry are 
worked out in adequate detail, and 
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ufttess this is done, neither their 
consistency nor their attainability 
can be ensured with any degree of 
certitude. -■ ■ , 7 . 

-The exchange crisis which tbs 
present Finance Minister had the® 
been instrumental 'in precipitating 
saved the Planning Commission 
from the sort of inquisition otter 
the Second Plan to which it; has 
exposed itself today. Then the 
immediate problem wto to unite the 
hard-core — which was never de¬ 
fined — of the Second Plan, so no 
question ever arpse of checking the 
performance against the targets 
set. Planning techniques have not 
progressed to any extent since 
then. The industrial targets are 
just the same notional figures which 
have never been worked out, result¬ 
ing in wide divergence between in¬ 
vestment and output. Neither 
have agricultural targets been 
worked out even today in any mean¬ 
ingful manner from bottom up¬ 
wards. .' 

In the publication referred to 
earlier, all this is set out clearly 
enough. “When a Five Year Plan 
is approved, large parts of it are 
already carefully elaborated, but 
in the experience thus far, some 
parts of the Plan, including a pro¬ 
portion of the larger projects, are 
not at the time worked out in ade¬ 
quate detail. Consequently, the Plans 
have tended to be somewhat weak, 
at any rate in the industrial sector, 
in the technical and physical phas¬ 
ing of programmes and in mutual 
connections and phasing as between 
related targets of thp Plan”. Thus 
far there is no dispute. Dispute 
arises about what follows. “These 
aspects are now receiving much 
greater study and wiH call increas¬ 
ingly for the employment of more 
complex tools of planning going 
well beyond the detailed studies 
now undertaken for the formulation 
of sectoral plans and their coordi¬ 
nation inter se”. How one wishes 
that all this were true! 

It is strange that Parliament, 
overwhelmed by the failures in the 
agricultural sector, should com¬ 
pletely overlook what is the more 
damaging revelation of the mid¬ 
term appraisal, the failure in the 
implementation of the public sector 
projects. Alas, for this, the wea¬ 
ther cannot be blamed, nor the 
States nor the pig-headedness of 
the Indian peasant! 
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Limits of Self-Sufficiency 


Our Calcutta Correspondent writes: 

WITHER Shri Subramaniam has 
not made up his mind on what 
stand lie wishes to take on the 
Fourth Plan or he is deliberately 
equivocating. Her cannot in the 
pame - breath ask for planning 
“with an ample margin” — i not 
vejty clear phrase — and also warn 
against unrealistic targets which 
will lead, as he conceded, only to 
“avoidable disillusionment”. Is this 
to be read as a plea for two sets of 
targets in relation to the basic indus¬ 
tries like steel and coal? If so, it 
would imply that we go ahead with 
advance planning on the basis of 
demand estimates corresponding to 
the desired rate of income growth- 
7 per cent a year has been proposed 
for the. Fourth Plan — but trim the 
objectives to what resources permit. 
Up to a point domestic resources 
may be regarded as elastic, but we 
cannot at the present stage of 
growth overlook the foreign ex¬ 
change constraint. 

Shri Subramaniam doubtless knows 
how severe this constraint is, and 
hence the emphasis he has been 
placing upon an accelerated advance 
towards self-sufficiency — in inter¬ 
mediate goods like steel and non- 
ferrous metals, in capital goods for 
basic industries, and in technical 
know-how. Last week in (.alcu.ta. 
he firmly disassociated himself from 
those starry-eyed optimists in New 
Delhi’s top echelons who assume 
continuance of massive external as¬ 
sistance to underpin India’s efforts. 
As he said, the queue for aid is 
getting longer every year as more 
and more Asian, African and Latin 
American countries take up long¬ 
term development plans the imme¬ 
diate effect of which is to raise their 
import needs above their export 
capability. 

Beyond this level of generalisation, 
Subramaniam’s rea'ism seems sud¬ 
denly and inexplicably to give way. 
Day in and day out, he has been 
harping on indigenous equipment 
manufacture for such industries as 
steel, in relation to Fourth Plan 
targets, although he must know that 
the contribution from the Indian 
engineering industry can at best be 
only marginal in the next five or 
seven years. This holds true even 


though the Heavy Engineering Cor¬ 
poration's complex of plants was 
inaugurated with a flourish at Ran¬ 
chi last month. During the cere¬ 
monies, the draping which covered 
ihc monument (highly inappropri¬ 
ate and unaesthetic, but We will let 
that pass) to lndo-Soviet friendship 
fell away leading to an outburst of 
the famous Nehru temper. Probably 
Nehru hhnself accidentally activated 
the device set for the formal open¬ 
ing, but this was in a way sympto¬ 
matic of the unpreparedness and 
confusion that prevails in Ranchi 
just now. 

According to the Corporation it¬ 
self, progress on civil engineering 
and structural work in the four 
zones of the heavy machine building 
plant on March 31, 1963, was : Zone 
1 89 per cent. Zone il and II! 55 
per cent, and Zone IV 20 per cent. 
It is to he noted that Zone I, where 
progress has been the greatest, con¬ 
sists only of the building mainten¬ 
ance and hox-making departments, 
central rough forging and casting 
store, and the motor garage (!) but 
no production facilities. These 
details are given to show (although 
this is hardly necessary) that even 
the machine-building part of the 
complex — the other two projects 
at Kanchi are way behind — is still 
lai from completing civil constru¬ 
ction let alone erection of equip¬ 
ment and then its commissioning. 
Admittedly some equipment has 
been installed and is ready to be 
worked. It is only sensible to get 
them started to try them out and 
train up workers, but to talk just 
now of production from this plant 
is totally misleading. The utilities 
like steam, oxygen, gas and power 
sub-station will be ready only by 
the second half of next year. 

Another distressing aspect is the 
delay of the foundry-forge part of 
the project which is to provide the 
machine-building plant with its 
s'arting materials — castings and 
forgings. No more than 300 tons of 
structural steel are yet at site out 
of the 40,000 tons needed — a stri¬ 
king measure of the work that re¬ 
mains to be done to complete the 
ronstrirtion of the plant. In nor¬ 
mal course, the foundry-forge 
should have come up first but in¬ 


stead it is trailing behind the ma¬ 
chine-building part by two years. 
There is talk oi importing forgings 
and castings from the USSR during 
the interim period hut what about 
the completing equipment required 
to put machinery made at Kanchi 
to work, e g, electric motors. The 
sources of supply have yet to be 
established, the presumption being 
that the Hardwar heavy electrical 
plant (for which the detailed pro¬ 
ject report has only recently been 
signed) will fill gaps in the limited 
field it will cover. But what about 
alt the other gaps from raw mate¬ 
rials to sub-assemblies to finished 
components ? It was Shri Subra¬ 
maniam himself who disclosed that 
the import requirements of Bhopal 
Heavy Electricals will be Rs 30 mo¬ 
res over the five-year period 1966- 
71 if it is to produce Hs 20-30 mo¬ 
res of equipment each year. The 
import requirements of the heavy 
engineering complex will obviously 
be much heavier, a factor which 
comes in the way of planning of 
production from it because compon¬ 
ent imports are notoriously more 
difficult to arrange than complete 
plants paid for out of project aid. 

The point in dwelling on Ranclii’s 
difficulties is to underline the very 
real hurdles we have still to cross 
before a significant proportion of 
plant and equipment for basic in¬ 
dustries can be produced in India. 
Viewed in this light, Shri Subrama¬ 
niam’s claims are rash and decided¬ 
ly premature; they raise expecta¬ 
tions which are impossible to fulfil. 
It follows, therefore, that the task 
taken up for actual execution (as 
distinct from advance planning 
“with ample margin”) should pro¬ 
ceed on the basis of realistic esti¬ 
mates of the import content of deve¬ 
lopment. To start on more than 
what can be accommodated will be 
to repeat past mistakes when avail¬ 
able exchange was too thinly spread 
to make quick progress on any pro¬ 
ject. This is not to question either 
the strategy which requires rapid 
progress towards self-sufficiency in 
capital goods or the need for the 
maximum possible rate of growth, 
but to urge that what is started 
should not get held back half way 
for want of resources. 
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This plea for caution ip .respect 
of new projects has an U obvibifs 
corollary in relation to those already 
'eStisfiltg or under construction.' ShVi 
Snbramanianr’s Ministry is credited 
with the idea of setting up additional 
-machine-building capacity for ipe- 
tallurgical equipment either by 
setting up a new plant or by doubl¬ 
ing capacity at Ranchi. The reason¬ 
ing behind the idea is that Ranchi 
'Wit! supposedly turn out equipment 
fin* a million ton plant but since we 
should add to steel capacity at 2 


am ions a year, we will obviously 
neect Twice Ranchi’s designed out¬ 
put. But, as shown above, Ranchi’s 
production will bring no real bene¬ 
fit unless the supporting industries 
are developed to supply completing 
equipment Again, a million ton 
steel plant requires 105,000 tons ol 
mechanical equipment alone of 
which Ranchi is designed to supply 
Only 60,000 tons because the rest 
must come from specialised plants. 
What is the point in duplicating 
machine-building until some steps 


are taken first to ensure that die 
45,000-ton gap is closed? The 
deliberations of the sub-committee 
< or is it a working group ?) ‘ which 
has been going into this matter sad¬ 
ly lack in both a sense of purpose 
and perspective, as anyone looking 
into records of the discussion can 
see for himself. One hopes that 
Shri Subramaniam will stop to take 
some outside advice before jumping 
to conclusions on the basis of such 
half-baked studies. 


Wastage in Technical . 
Education 

T»e wastage in ■ education which 
• troubles Professor D S Kothari 
is the wastage at ’the university 
stage as measured by the high per¬ 
centage of failures at university 
examinations. It is but natural and 
also right and proper that Professor 
Kothari should be concerned about 
it, for as the Chairman of the Univ¬ 
ersity Grants Commission, it is his 
task to raise the level of university 
education in the country. In his 
very first puhlic pronouncement as 
the Minister of education. Shri 
M C Chagla expressed deep concern 
at the high rate of wastage in the 
engineering colleges and polytech¬ 
nics. The criterion of wastage that 
he employed was the same as that 
Of Professor Kothari — percentage 
Of failures in examinations. 

Yet compared to what it is in the 
arts and science courses in the univ¬ 
ersities and colleges taken as a 
whole, the percentage of failures in 
tfie engineering colleges and poly¬ 
technics is. not high at all. In fact, 
it is about the lowest, being only 25 
per cent, for engineering studies 
and. 50 per cent for students of the 
polytechnics. The average percent- 
. age of failures in B A, B Sc, B Com 
examinations for all the Indian 
universities, taken together is con¬ 
siderably above 50. The wastage in 
technical education, nevertheless, is 
deplorable, especially when the 
country's resources -are under great 
strain, And as he was addressing 
the All-India Council, for Technical 
Education, what concerned the Edu¬ 
cation Minister was the wastage in 
technical education. 

Now the daily papers which car- 
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ried the Education Minister’s ad¬ 
dress, published on another page in 
the same issue the results of the 
S S C Examination held in October 
of the Maharashtra Education Board. 
The average percentage of failures 
were not reported but one can in¬ 
fer what it could be from the news 
that the centre which headed the 
list had a pass percentage of 48.3 
and the centre which fared worst 
had a percentage of only 19.56 
This is at the school-final. If one 
goes farther down and tries to as¬ 
sess the wastage in primary educa¬ 
tion, what does one find ? At this 
lowest stage, the wastage would call 
for more meaningful measurement 
than is provided readily by the per¬ 
centage of passes and failures. Tin- 
real measure of it would be the ex¬ 
tent to which primary education be¬ 
nefits the recipients, the percentage 
of those who lapse into illiteracy and 
those who eventually go up to the 
university stage. Of those who be¬ 
gin the race at the primary stage, 
how many drop off', Unequipped to 
face life’s struggles, how many sur¬ 
vive the course and are able to 
turn their schooling to some 
earthly use? 

The reasons for the wastage in 
technical education are easy enough 
to detect and should not be too 
difficult to rectify. There is a serious 
shortage of teachers, admission pro¬ 
cedures and teaching methods are 
faulty and the system of examina¬ 
tion is antiquated. The Minister ap¬ 
proved the suggestion made by the 
Working Group on Education for the 
Fourth Plan that the Central Gov¬ 
ernment should assume responsibili¬ 
ty for training teachers for polyte¬ 
chnics. There is also need for re¬ 
organisation of the courses, for a 


better curriculum and for proper 
textbooks, and, he suggested to the 
Council to consider the feasibility 
of setting up a first rate research 
institute to investigate these issues. 

investment in Man 

BUT why for technical education 
alone ? The need for educa¬ 
tional research today is very great 
indeed and so much more urgent, 
because it is not one which attracts 
much public attention or excites 
large number of people. This is one 
of the areas where the Education 
Ministry at the Centre would be 
fully justified in taking the initia'ive. 
And the Union Minister is not the 
minister for technical education only. 

There is a keener concern about 
scientific and technical education 
because trained scientists and tech¬ 
nicians in adequate numbers have 
to be turned out to meet the require¬ 
ments of planned development. No 
one has to argue any more the uti¬ 
lity of investing in science and 
technology. But first things must 
come first. Before there can be 
‘Investment in Science' there is to 
be ' Investment in Man “The pre- 
requisites for investment in science 
are, first, scientists, and. second, a 
public opinion sufficiently well in¬ 
formed and enlightened to cive 
financial support to scientists. Both 
these prerequisites are acquired 
through education. To invest in 
science you have first to invest in 
man”. It is as simple as that, as 
Sir John Cockcroft put it in his pre¬ 
sidential address to this year’s meet¬ 
ing of the British Association for 
the Advancement of Science. 

After all even Alfred Marshall 
had never any doubt in his own 
mind that the most valuable of all 
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^,fcnse*ed ia JmmM ttofc no definite . .ppoitun- *n < the 
( wonbmic dawdopmem starts political, future of. Goa. ■ On this 

vital question, the Congress mani¬ 
festo was non-committal: 

' “The question of integration of 
Goa into the adjoining territory 
has been raised. The Government 


the delire'to economise and to 
t*a»n in the every day af¬ 
faire of life. To disclaim the need 
l^r^.pivnary education because it 
b«a no immediate productive value, 
^.Flibbertigibbet has done in this 
issue, ’ is short-sightedness which ie 
fatal for any country aspiring to 
development. True enough, literacy 
is not education, it is only its by- 
product. Hence the need for im¬ 
proving the system of schooling 
from die village school upwards. 
That is very far from saying that 
there is no need for any further ex 
pansion of primary education at this 
Stage- Development can wait, but 
education cannot In fact, develop¬ 
ment has to wait until there is 
education. 

Goan's Verdict 

jj'REE Goa’s first elections have 
been inconclusive insofar as 
no party has won an absolute majo¬ 
rity of seats — though the Maha* 
rashtrawadi Gomantak with 14 seats 
out of 30 is likely to form the 
Government with the support of 2 
independents — but they have esta¬ 
blished beyond doubt that the most 
important issue exercising the 
people was the political future of 
the territory. The elections, in 
fact, took on the shape of a plebis¬ 
cite with the people voting for 
either separate statehood or merger 
with Maharashtra. 

Not that Goans did not have 
complaints against the Central ad¬ 
min istra ion of the territoty during 
the two years since liberation. Pri¬ 
ces have gone up, a measure r>f eco¬ 
nomic austerity has been haphazard¬ 
ly imposed, import of consumer 
goods has been reduced to a trickle 
and-at least one leading Congress¬ 
man has threatened to clamp down 
prohibition. The administration, pro- 
bably no more slothful, inefficient 
or bureaucratic than elsewhere in 
the country, irked the Goan used 
hitherto a minimum of governance. 
These complaints were reflected in 
popular; disaffection with the Con¬ 
gress Party though, technically, it 
was no more associated with the 
administration than any of the other 
parties. 

“fjpweyer, it was not this that 
caused' the Congress rout, but the 
fact ..that amonsr the three principal 


of India has made it clear that 
the future of Goa and whether it 
should be merged into the adjoin¬ 
ing territory of Maharashtra will 
be ultimately decided according 
to the wishes of the people of 
Goa. For the present, this ques¬ 
tion does not arise, as we have 
to stabilise and strengthen the 
economy and facilitate the chan¬ 
ges that are taking place because 
of the in'egration of Goa in the 
Indian Union", 

This attitude was obviously dicta¬ 
ted by the need not to embarrass 
the Central Government and the 
Congress High Command. But Con¬ 
gress leaders in Goa themselves had 
no illusions about its appeal to the 
voters. In fact, just a month be¬ 
fore the elections, in November, a 
number of Congressmen, including 
the vice-president and secretary of 
the Goa Congress, resigned from the 
party complaining that "the situa¬ 
tion as it stands today only ensures 
the failure of the Congress in the 
coming elections with total loss of 
prestige and makes the battle easier 
for established reactionaries and 
anti-national forces”. Some of the 
dissidents actually joined the Maha- 
rasbtrawadi Gomantak. Later on, 
however, a few of them rejoined 
the Congress after persuasion by 
the Congress General Secretary, 
K K Shah, who, incidenta'ly, was 
the one who had claimed that the 
Congress would win 18 of the 30 
seats. 

In contrast to Congress ambi¬ 
valence, the other two parties took 
definite positions: the Maharashtra- 
wadi Gomantak for merger w : th 
Maharashtra and the United Goans 
for separate statehood. The split 
among the voters was-sharply along 
communal lines, with the Christians 
(35 per cent of population) voring 
for the United Goans and the 
Hindus (60 per cent) supporting 
the' Gomantak. This was not sur¬ 
prising since the Chnet’ans under¬ 
standably „ fear, that merger with 
Maharashtra -would mean the end 
of their pre-eminence in the terri¬ 
tory V-public life .-r- a legacy of 


conte nders ip (he election it aloi> fi_PnrtUgueaft .colonial rule. 


- 1^--Central; Government, .ineitu| ' 
lag: the Prime Minuter, have always 
maintained that the future admit*!- 
itrativ* set up for Goa will be de¬ 
termined according to the “wishes 
of the people”. Well, the people 
have now expressed their wish: 40 
per cent of those who voted want 
merger with Maharashtra and 28 
per cent separate statehood. Maha- 
rashtrawadi Gomantak leaders, pre¬ 
paring to form the Government, 
have declared that they would go 
all out to achieve their objective, 
while the United Goans have threa¬ 
tened to do everything to prevent 
Goa’s assimilation into Maharashtra. 
What does the Central Government 
propose to do? Finding die contend¬ 
ing forces more ot less evenly 
balanced, the temptation infill be to 
continue the status quo —- a coarse 
unequivocally rejected by more 
than two thirds of those who voted 
in the elections. 

Free Konya 

TOMO Kenyatta’s rallying call to 
“ his people consists of the words 
uhuru (“freedom") and harambhee 
(“let us pull together”). Freedom 
has come to Kenya and with it has 
begun the hard task of learning to 
pull together. 

Independent Kenya’s immediate 
problems all stem from the hetero¬ 
geneity of its people. The popula¬ 
tion of about 9 million has more 
than a sprinkling of Asians 
(180,000), Europeans (60,000) and' 
Arabs (34,000). The Africans 
themselves are split into some 50- 
odd tribes, culturally distinct and 
speaking different languages and 
dialects. The smaller tribes’ fear of 
domination has been a constant 
factor in the politics of Kenya and 
has been partly responsible for 
Kenya’s relatively Iste entry into 
independent Africa. Finally, there 
are the 200,000 Somalis in the 
northern-most part of the country 
who disavow being Kenyans at all 
arid want to secede to the adjoin¬ 
ing Republic of Somalia. 

The Constitution under which 
Kenya became free this Thursday* 
the product of much mutation, j» 
designed to preserve the territorial 
integrity of the country and ty en¬ 
able the Central Government to 
maintain law and order while, at 
the same time, ensuring the tribes 
and the regions a measure of auto¬ 
nomy. It provides for a bicameral 
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fe^iSlstttifii wiA alower Houte elect¬ 
ed by universal adult suffrage and 
an uppef House to represent the 
regions. 1 T& safeguard regional 
interests the upper House i* given 
special powers in respect of bills 
to amend the Constitution which 
squires a 75 per cent majority of 
both Houses except where the 
amendment affects the rights of in¬ 
dividuals, regions, tribal authorities 
or districts in which case it will 
have to be approved by a 90 per 
cent majority in the upper House. 
The Constitution also provides for 
decentralisation of administration 
with Regional Governments which 
will derive their powers directly 
from it, not from the Central Gov¬ 
ernment in Nairobi. The seven 
regions into which the country is 
divided will haw certain exclusive 
powers in such spheres as finance, 
law and order, local government 
education, public health and control 
of agricultural land. The Constitu¬ 
tion is the product of compromise 
between the centralist Kenya Afri¬ 
can National Union, Jomo Ken- 
yatta’s ruling party, and the regio- 
nalist Kenya African Democratic 
Union which representa some of 
the smaller tribes. 

The constitutional guarantees, how. 
ever, affect Kenya’s population of 
Europeans and Asians only formally 
How they fare under the new dispen¬ 
sation will depend on the attitude 
of the national Government and its 
abili y to keep under check sections 
of the African population less tole¬ 
rant than itself of the symbols of 
erstwhile political domination. The 
non-African sections of the popula¬ 
tion today occupy, for not unjustifi¬ 
able reasons perhaps, an economic 
position superior to that of the Afri¬ 
cans and the fact has to be faced that 
any Government concerned with the 
advancement of the Africans will 
find it necessary to discriminate in 
their favour in employment, indus¬ 
try, trade and so on. This is un- 
aoidabje considering the very un¬ 
equal positions from which the Afri¬ 
cans and the non-Africans start. to¬ 
day. Rape harmony in Kenya will, 
therefore, depend very much on a 
jrealrs’ic acceptance hv non- 

Africans of the inevitabiii^^ their 

toes of privilege'andgtoJafi^^pxteTtt, 

"their.economic dispqj^etftjr^Kf 

Constitutional remedies provide no 
solution to, the Soma'i question 

either. The Somalis, had demanded 
,2024 


* 'ritm t hs u icbuslywfih' Kenya’s 
independence they should be allow¬ 
ed to secede and to join the main 

a of their racial kin across the 
r. The Government of Soma¬ 
lia naturally supports this demand. 
At present both die Kanu and the 
Kadu are determined to keep the 
Somalis in Kenya. But such a 
course can only lead to permanent 
friction between Kenya and Soma¬ 
lia — a possibility which cannot 
he regarded with unconcern by the 
Kanu Government of Kenya which 
is committed to fostering friendly 
relations and even political associ¬ 
ation with neighbouring African 
countries. 

Unyielding Fertilisers 

^HE genera! consensus of opinion 
emerging from the deliberations 
of the ECAFE Conference on ferti¬ 
lisers was that increased production 
and application of fertilisers to the 
starving soil of the ECAFE coun¬ 
tries, which has been cultivated for 
thousands of years without proper 
nutrient, is one of the main steps 
for solving the problem of shortage 
of food in this region. For India, 
the Third Plan has set the fol¬ 
lowing targets of consumption of 
fertilisers to be achieved by 1965- 
66 : 

(Tons) 

Nitrogen (N) 1,000.000 

Phosphorous (P.O s ) 40 000 

Potash <K 2 0) ' 200,000 

These targets are not likely to 
be achieved, judging from the pre¬ 
sent position of production and im¬ 
ports. The targets of production, 
import and total supply of nitrogen¬ 
ous fertilisers, which is the main 
item in our fertiliser programme, 
is given in the table below. 

It has been found through research 
conducted by the Indian Council of 
Agricultural Research that 1 lb of 


nitrogen ms fertiliser gives ® 
of about 10 H» m the. case offood 
grains. Cash crops like augur, .cot¬ 
ton; potatoes, tea, etc, give differ¬ 
ent types of responses. The ratio fflf 
nutrient to the production of footl 
grains Ca'n be brought down to as 
low as 1:15 when proper modem 
agricultural methods are followed 
and the most scientific techniques of 
fertiliser utilisation are applied. 

It will be seen, however, that in 
the years 1960-61, 1961-62 and 

1962-63, we have progressively add¬ 
ed more than 70,000 tons of nitro¬ 
gen as fertilisers every year hut with¬ 
out any response in the form of 
growth of food grains production in 
the country. Before fertilisers are 
accepted as the majoT means of in¬ 
creasing our food grain production, 
the reason for the disappointing 
progress of food grain production 
in spite of the use of increasing 
quantities of fertilisers should be 
investigated properly. The poor res¬ 
ponse cannot be wholly explained 
by the lack of rains in parts of the 
country. 

High Cost 

F. is not enough to produce ferti¬ 
lisers, they should be made 
available to the fanners at econo¬ 
mic prices. Ammonium sulphate is 
sold in India to consumers at about 
Rs 340 per ton against Rs 148 in 
UK and Rs 164 in USA. At the 
beginning of the Second Plan, the 
retention price of ammonium «ul« 
phate produced at Sindri was Rs’ 
270 per ton and the pool price Rs 
315 per ton. In 1957 the retention 
price was raised to Rs 280 per ton 
and the pool price to Rs 350. In 
1959, the Tariff Commission, after 
an enquiry into a fair retention 
price for ammonium sulphate, re¬ 
commended that the retention price 
be further raised to Rs 300. 


Availability of Fertiliser* 

(Tons of Nitrogen) 



Production 

Imports 




^ H 4* 

if 

l 

§ 

$ 

11 

H< 

1 H 
ii iff 

1960- ^61 

1961- 62 
i»62-63 

— 99.929 

140,000 145.820 
200,000 182,25B 

260,006 

325,000 

121.090 

140,500 

242,5.97 

221,018 

286.320 

424,855 

212.638 370,000 
280,598 400 000 
360,944 525,000 



■i 






-^:':v ***** tarn 


.ffc progressive toerewe in prta* 
faa* been justified on the ground 
dut-the production cost of ammo¬ 
nium sulphate has gone up because 
of rise in the price of raw materials 
and deterioration in their quality. 
Deterioration in the quality of mate¬ 
rials like coal and gypsum has re¬ 
sulted in a higher consumption 
ratio per ton of ammonium sul¬ 
phate than anticipated in the de¬ 
sign of the equipment. The cost of 
packing materials, i c gunny bags, 
etc, have also gone up, causing an 
increase of about Rs 50 per ton of 
ammonium sulphate. The fact is 
that there is little possibility of an 
appreciable reduction in production 
cost of ammonium sulphate as long 
as the gypsum process is not re¬ 
placed by the direct neutralisation 
process. This is only possible 
when the pyrite process for manu¬ 
facture of sulphuric acid is deve¬ 
loped. 

The cost of production of ferti¬ 
lisers can be reduced by: (a) pro¬ 
ducing fertilisers with high nitro- 


- gw „ „, sack- uv.maa, 

amretoaium nitrate, etc; (h) select¬ 
ing the' sites for the hew fertiliser 
projects carefully so that the mini¬ 
mum cost is incurred on transport 
of raw materials and finished pro¬ 
ducts; (c) shifting to petroleum- 
based production, since it is well 
known that the capital as well as 
current costs of plants based on 
coal and on electrolysis are much 
higher than of those based on pet¬ 
roleum and natural gases. 

The Planning Commission's study 
team has recommended a target of 
2 million tons of nitrogen and 1 
million tong of phosphorous ferti¬ 
lisers for the Fourth Plan. It has 
suggested an investment of Rs 264 
crores on four new nitrogenous 
fertiliser units at Udaipur, Rihand, 
Goa and Madras, besides Rs 24.5 
crores on the expansion of the 
existing public sector plants at Nan- 
gal and Sindri. It is presumed 
that the proposed factories at Goa 
and Madras will be based on pet¬ 
roleum naphtha from the refineries 


at Bombay,- Cochin and Vimkba* ; 
patmum But the selection of 
pur and Rihand as site* is difficult 
to understand since the petroleum 
raw materials will have to be 
transported from the Gujarat oil 
fields to Udaipur and from Barauni 
to Rihand. ‘ Moreover, the recom¬ 
mended capital investment of Rs 
264' crores for four fertiliser facto¬ 
ries seems to be very much on the 
high side, being double the invest¬ 
ment on, say, the Trombay plant. 
The Fertiliser Corporation’s coal- 
based factory at Korba, Madhya 
Pradesh, also appears to be an 
expensive proposition and the site 
selected is not very suitable as it 
is far away from the main con¬ 
sumption points. Shri Subrama- 
niam’s announcement at the FCAFE 
Conference that two fertiliser facto¬ 
ries will be put up in every year 
of the Fourth Plan is no doubt very 
encouraging, but considering the 
cost estimates of the proposed 
plants, one is left in doubt whether 
this is a realistic target. 


Capital View 


The Police and the State 


Komesh Thapar 


THIS is the season in the Capital 
when the ruling elite attempts 
— at least, partially — to return 
the hospitality it received during 
the summer months from other 
ruling elites abroad. Conferences 
and seminars follow one upon the 
other. Foreign VIPs arrive to ‘take 
in the sun’. Ministers pontificate. 
The ‘organisers’ make merry, win¬ 
ning support for meaningless reso¬ 
lutions and amendments. 

And, so, through this rather plea¬ 
sant activity in the Capital, India 
is made to feel that she is still a 
leading member of the world com* 
munity. This is good for morale, good 
for the democratic way of life. V/hat 
does it matter if the truth is very 
different. 

Critics Too Become Amorphous 

Only the other day the Prime 
Minister was inaugurating a seminar 
on world peace sponsored by a 
group of local parliamentarians. 
Innocent enough—but the National 
Marxist Association, comprising 
former Punjabi CPI members, was 
busy outside Vigyan Bhavan shou¬ 


ting slogans to the effect that the 
participants were ‘stooges’ of the 
communists. Equally gullible foreign 
newspapermen concluded that Nehru 
was pushing India into the Soviet 
orbit, that perhaps this has been 
the main motivation behind the 
so-called Kamaraj Plan. 

All very democratic, but, judging 
from the vague papers produced by 
the seminar, we are nowhere nearer 
world peace; only Nehru has appea¬ 
red on a ‘left platform’ — whatever 
that might mean — after many, 
many years. 

But, then, within a few days, the 
Prime Minister was opening the 
Asian Population Conference spon¬ 
sored by ECAFE — something which 
could be described as ideologically 
incompatible with communist think¬ 
ing, national or otherwise, or so 
we believe for the moment. Nehru’s 
feelings about the need for popu¬ 
lation control also vary depending 
on. tfie success or failure of plan¬ 
ning at home — and failure is very 
much on his mind these days. 


In this manner the GOI, through 
the Prime Minister, moves front 
one amorphous position to another,^ 
This is, we are told, democracy. It 
cannot afford to be precise. And 
the critics seem to have become 
willing victims of imprecision. Small 
wonder that the all-knowing obser¬ 
vers and commentators throw up 
their hands in despair and begin 
to react sympathetically to the only 
section which speaks clearly — the 
section composed of ACCI, FICCI 
and AIMO, the letters which stand 
for the world of money, the world 
of business, the chambers of com¬ 
merce, the organisations of the' 
manufacturers. They have had a 
field day jousting at the Planning 
Commission because there were no 
communists or socialists or plain 
liberals to steal their thunder by 
sharper appraisals of our failure*.’ 

Growing Police State 

And, now, there is danger that 
another battle may be lost if the 
few independent men we have do 
not stir the national conscience by 
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Police State which we, by ottr «£«• 
thy, «n helping to nurture. Emir* 
gency pewen, preventive detention 
powers, security powers ere piling 
; up in the hands of Government at 
* time when democratic or popu¬ 
lar institutions to check and super¬ 
vise these powers either do not ex¬ 
ist or have become moribund be¬ 
cause of corrupted patronage. Hie 
belief, once widely held, that the 
, Prime Minister would prevent the 
misuse of these powers is also dis¬ 
solving, arid dissolving fast 

Only a few days ago, Delhi was 
the scene of an incident which 
highlighted the kind of police ex¬ 
cesses winch take plate all over the 
country and which usually go tfn* 
noticed. A peaceful student agita¬ 
tion to get the Tibbia College, 
founded by Ajjnal Khan and in¬ 
augurated by Gandhiji, affiliated to 
the University escalated into a clash 
with the polite resulting in injuries 
to some one hundred students. In 
the normal course, this would have 
earned a headline or two in the 
daily press pnd then would have 
been forgotten. But fifteen girl stu¬ 
dents were seriously 'manhandled 
and injured; towards them the 
police 'are reported to have behaved 
in a manner calculated to incense 
even our comfortable citiaena who 
are in the habit of finding excuses 
for official aberrations. 

Hie demand for an investigation 
rose from many quarters, including 
Parliament, and Home Minister 
Nanda was quick to realise that he 
must do something about the inci¬ 
dent. But, significantly, the protest 
of the student organisations did not 
crystallise. 

This lack 6f organised and sus¬ 
tained agitation by representative 
organisations encourages officialdom 
to temporise on all remedial actions 
which it is compelled to take as a 
result of unorganised or spontane¬ 
ous public pressure. This is parti¬ 
cularly so when individuals who do 
not have powerful connections are 
victimised or sought to be punish¬ 
ed wihout due process of law. 

A Calcutta Spy Story 

Several cases of this kind liive 
been reported recently, including 
the ‘polite action*'against'the Ma- 
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volved story from Calcutta which which is surprising, oor~ :J 


has many ramifications 


nature of the story. 


Some three months ago, a well- 
known figure in. the advertising 
world was arrested following sensa¬ 
tional disclosures by someone from 
East Pakistan who had moved 
around India under various assum¬ 
ed names. The Indian was described 
as die master-brain of * Pakistani 
spy ring. Hie story had all the 
trappings of high drama, particu¬ 
larly after the Calcutta polite, said 
to be operating on the basis of the 
sensational disclosures by the East 
Pakistani, searched numerous homes 
in Bombay and cross-examined lead¬ 
ing personalities in the world of 
advertising and films. The searches 
apparently yielded nothing to incri¬ 
minate any of these people. 

All this was perhaps necessary 
considering the prevalent state of 
security in India, but it has still 
to he explained why the police ex¬ 
erted so much effort to publicise 
the names of those whose homes 
were searched and those who were 
cross-examined. Publicity should 
follow after evidence has been col¬ 
lected. In this particular case, many 
professional reputations were da¬ 
maged or compromised despite the 
explanations of Home Minister 
Nanda in Parliament. And, unfortu¬ 
nately, under the prevalent law, 
there is no redress for a citizen so 
abused. 

Press Silent 

The Calcutta story has other fa¬ 
cets. The alleged master spy was 
kept in jail for some three months 
and denied bail. Now he is out on 
bail, but no charges have been 
framed and he will not be able to 
get a job until it is all over, and 
probably not even then. Yet the 
man upon whose disclosures the 
Calcutta police acted has deolared 
in court that he made a false state¬ 
ment implicating the Indian adver¬ 
tising executive and others. 

All these facts are believed to be 
known to the magistrate trying, the 
case, but*there has been ho serious' 


No SnKtlm for Btftm 

These and other incidents ate re¬ 
called not with the intention of 
passing judgment on the merits of 
each case' but to point to a dange¬ 
rous apathy in our approach to the 
problem of justice. We are repeat¬ 
edly emphasising the rights embo- 
, d»d in o«r Constitution, but there 
Is no parallel effort to create the 
sanctions fair these rights either St 
Governmental or popular level. 
Those who imagine that the mete 
inscribing of rights in a Constitu¬ 
tion is an adequate guarantee of 
liberty should spend some lime 
studying the dour struggles waged 
in countries like England to estab¬ 
lish these rights. We seem oblivious 
of this aspect, for we have seen 
how even members of Parliament' 
can be jailed, and denied a trial, 
without Parliament even filing a 
protest. 

It is, however, good to know that 
at last a number of thinking peo¬ 
ple in the Capital are becoming 
aware of what such a state of af¬ 
fairs could lead to if a future 
leadership decides to misuse the 
powers now concentrated in the 
Government, to ride roughshod over 
a disorganised people. When critics 
speak of the misuse of police powers 
in various States these days, they 
should for a few_moments reflect 
on what would happen if the Centre 
too . were to function in similar 
fashion. It does not take a great 
deal of political expertise to read 
the writing on the wall. 
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j Foreign Subscription Bate j 
j Due to increase in foreign j 
postal rates it has been found j 
necessary to revise our foreign . j 
subscription rate. With effect j 
from July 1963, the annual J 
foreign subscription is Rs 34, j 
$0* or ft | 
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Home Minister Nandi, now basy 
netting up hfe vigilance xwnmittees 
egimat corruption, will have to 
address himself to the problem of 
the police and the State sooner or 
later if he is genuinely concerned 


about the growth of a healthy so¬ 
cialist democracy, He is conscious 
of the problem but it is widely felt 
that be is too inhibited about in¬ 
vestigating violations of the judici¬ 
al, process for fear that such a step 
might create new problems of law 
Ond order. 


To this extent, leading citizens 
who value the democratic gains of ' 
the past sixteen years of freedom 
could help by building popular 
institutions to defefnd the funda¬ 
mental rights enshrined in our 
Constitution. Perhaps a start could 
be made by reviving the Civil Li¬ 
berties Union which played such a 
notable part in the freedom strug¬ 
gle before it was sabotaged and 
splintered by the factional fights of 
the Right and the Left. 


Too Ifany tones 

The trouble with Delhi is that it 
is not the place for sustained 
thought on any problem. Too many 
issues are competing for attention. 
The Goa election results, now 
coming in, have shocked the Cong¬ 
ress Party and suggest that the 
people of Goa apparently held very 
definite views on Goa’s future. Edu¬ 
cation Minister Chagla has espous¬ 
ed the cause of English with a bold¬ 
ness which might get him into an 
embarrassing tangle with the chau¬ 
vinists in the party, Industries Min¬ 
ister Subramaniam has spoken about 
‘optimum controls’, a banal phrase 
which can he interpreted to mean 
anything and everything depending 
on who is at the helm. Oil Minister 
Humayun Kabir, still depressed 
about his transfer from Science and 
Culture, continues to fight for con¬ 
trol over the Akadamis. Finance 
Minister Krishnamachari seems to be 
trimming his sails to calm an in¬ 
creasingly suspicious Prime Minis¬ 


ter. And Asoka Mehta, is already 
tiring of the routine discussions at 
the Planning Commission. Only De¬ 
fence Minister Ch&van is silent, 
supremely indifferent to all that 
goes on around him. 

Life in the Capital is made up 
of such stuff — and little else. When 
will we grow up? 

Without Comment; The Slate 
Trading Corporation and private 
traders are together making fantas¬ 
tic profits on what are officially des¬ 
cribed as ‘non-basic hot highly pro¬ 
fitable’ articles which include betel 
nuts, cloves, cinnamon, camphor and 
mercury. According to the STC, 
betel-nuts are selling at the ‘scarcity 
price’ of about Rs 806 per 100 kilo¬ 
grams as against Us import cost, 
including insurance and freight, of 
Rs 77. The custom* levy is Rs S30. 
The STC states that it intends to 
‘stabilise’ the price at Rs 600 per 
100 kilograms, so that traders may 
have a margin of Rg 200! Jaf 
Hind ! 



The Whole Sordid Affair 


Q.RIEF alone does not make a 
complete drama, it has to be 
punctuated by other moods. And 
one could not accuse the Ameri¬ 
cans that they lack a sense of 
drama. President Kennedy was 
dead and gone and all would have 
been taken easy. For, after all 
even On the Sunday after that 
Friday and Saturday the National 
Football League played its full 
schedule; the Yankee Stadium did 
not have one seat that was not fill¬ 
ed with a mourner. On Arlington 
Street, Boston, three gentlemen 
heard the news of the President’s 
assassination from a taxi driver. 
They dashed right back to their 
hotel to attend their investments. 
In theatres and aeroplanes the talk 
of business went on as before. 

Fortunately the assassin had to 
be trailed and the place was 
Dallas and every house had a TV. 
“He is a Russian spy.” Five 
minutes later : “Correc ion. He is 
a spy married to a Russia'n.” Ten 
minutes later: “Correction. He is 
not a spy, but he is a Communist 
anyway”. Next announcement : 
“He was a Marxist, he admitted 
that.” Moments later: “He is pro- 


Castro.” A'nd then finally: “He was 
a member of the Fair Play For 
Cuba Committee.” 

So the drama began to be manu¬ 
factured, thanks to the NBC-CBS 
differentiated duopoly. The hourly 
news commentator announced that 
Castro had made nasty remarks on 
the dead President. Those nasty rem¬ 
arks of course came out much later 
in the New Republic which carried 
a report from its Havana correspond, 
ent who had been with Fidel Castro 
the whole day Friday. Castro, the 
report says, heard the NBC broad¬ 
casts from Miami and reacted im¬ 
mediately: “This is bad news... For 
us Latin Americans, death is a sacred 
matter; not only does it mark the 
close of hostilities, but it also impo¬ 
ses decency, dignity, respect. If you 
write all those things I told you 
yesterday against Kennedy’s policy, 
don’t use his name now; sneak inste¬ 
ad of the policy of the U S govern¬ 
ment.” Yet that Friday evening the 
‘ bad guv ’ Castro looked far more 
diabolical, and the excited Ameri¬ 
cans soon decided that what had 
happened was mighty serious and 
kept their TVs open. 


For the rest of the weekend Jacq¬ 
ueline Kennedy’s tantalizing perfor¬ 
mance would have been enough food 
for TV-watchen. How much more 
they wanted to know about the diffi¬ 
culty she was having in gettingrid 
of her bloodstained stockings. They 
argued on whether her weeds as a 
widow should have been a straw¬ 
berry or a raspberry coloured suit. 
Wasn’t that mantilla she wore just 
hideous? And so on. 

On Sunday afternoon Washington 
again got a chance to be busy. Peo¬ 
ple awaited the passing of the cor¬ 
tege. Then with undiminished ex¬ 
uberance a bunch of housewives sho¬ 
uted, “See, there he is”. Once again 
the shooting of pictures became the 
most imoortant thing in life. Every¬ 
body asked everybody, “Did you get 
any good pictures?” Perhaps they 
had already got news about. the 
sudden fortune of the Dallas citizen 
whose movie camera had caught the 
murder scene at the basement of the 
local police headuartere. He sold the 
films to IJie for 840,000. Respectable 
looking pressmen moved from one 
te,pn-aeer to another in the crowd 
with a stuck—out microphone and 
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kept asking, “On this day of natio¬ 
nal mourning how do you fee) ?” 

Death Sentence — from the T V 

Back in Dallas, the master of 
ceremonies of Jack Ruby’s strip 
parlour paid glowing tributes to the 
latter’s patriotism. People seemed 
to be convinced. After all, weren’t 
the NBC-CBS reconstructions of the 
Kennedy murder sequence enough 
proof that Lee Oswald was the cul¬ 
prit? A few felt that something was 
fishy somewhere, though, and mut¬ 
tered that the Oswald murder was 
a matter of national shame. What 
did they mean? 

Oswald had been in police cus¬ 
tody for two days. The police kept 
on entertaining legmen of the press, 
TV and radio, who hung around 
the corridors of the headquarters. 
They could even see and heckle the 
prisoner whenever he was being 
transferred from one cell to another. 
It was clear that the police officers 
had greater responsibility toward 
these cameramen and microphone 
manipulators than toward the pri¬ 
soner. 

Out of a slum of jumbled police 
statements one could gather that 
Oswald’s life was marked by bit¬ 
terness, frustration and political dis¬ 
illusionment. He possessed a rifle 
which resembled the type used for 
the Presidential murder. His move¬ 
ment on the day of assassination 
until his capture was suspicious. He 
shot dow'n a policeman at the thea¬ 
tre and allegedly attempted on an¬ 
other’s life. He had access to the 
tall building which was under police 
supervision. And so on. The evid¬ 
ence against him was strong indeed. 
But any modern society, with good 
standards of law, would look upon 
such evidence as utterly inadequate. 
And if so, why didn’t the police 
care to talk less and try to make 
the Oswald case less of a public 
property? If a vile person like Ruby 
suddenly became a desperate ‘pat¬ 
riot’ it is certainly the Dallas police 
who are responsible for that. Even 
if there were no Ruby and no mur¬ 
der at the jail basement, could the 
nation hope to find an unbiased 
jury after such indiscriminate broad¬ 
casting of evidence and tendentious 
statements by police officials? 

During his confinement Oswald 
was repeatedly subjected to inquisito¬ 
rial pressures of the public. Before he 
was dragged to the police station, 
TV-watchers across the nation could 


see him (in his undershirt) being 
interrogated on the open street. 
Surely there were at least some who 
felt that the way a Presidential 
assassin-suspect was being treated 
reflected the nation’s callousness 
about the dignity of the situation. 
There was no concern for the law’s 
standards. The exact time when 
Oswald was to be removed to an¬ 
other jail was made known to the 
public. The transferring was sche¬ 
duled in the daytime, apparently 
because of a request from the TV 
business. During earlier hours the 
crowd outside was heard several 
times to curse the prisoner, Yet 
there were no officers t 0 walk be¬ 
fore him at the time of transference. 
Nor was there anyone to notice that 
an extremely familiar character 
(whose presence in the basement 
was absolutely unwarranted) was 
approaching the accused slowly, 


openly and steadily. Tbe drama that 
followed became a bit for die next 
couple of days. 'Die NBC and the 
CBS vied with each other in try¬ 
ing to present the scene, once in 
regular motion, then in slow motion, 
and back again in regular motion. 
Children got a great kick out of it 
for it wag the first authentic ‘TV 
Western’ they had ever seem. 

The people of Dallas are now 
saying: How could it all happen 
here? The question is, do they yet 
know what did happen there? Tech¬ 
nically, the assassination of a US 
President is not a federal, but a 
local, case. Fortunately, however, 
the new President has ordered a 
thorough federal enquiry. A number 
of sensible questions about the Dal¬ 
las police, which are still shrouded 
in mystery, may find shocking ans¬ 
wers in the course of such an en¬ 
quiry. 
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Public Sector on Sale 


J^NDHRA Congress has apparently 

taken the debate on socialism at 
the Jaipur session of the AI C C in its 
stride. These is no evidence even of 
discussion within the State Congress 
of the controversial issues. Yet the 
stability that Sanjeeva Reddy man¬ 
ages to maintain is not as firm as it 
looks. There is discontent even with¬ 
in his own group in the party. 

The proposed denationalisation of 
Andhra Paper Mills at Rajamundry, 
for instance, has caused some excite¬ 
ment. Andhra’s Congress Govern¬ 
ments have had quite an enviable 
record of sale of public sector pro¬ 
jects to private tycoons, especially 
the Birlas. Sirpur, Sirsilk and All- 
wyns have been handed over to the 
Birlas over the years. All these con¬ 
cerns, especially the last-named, are 
now doing well and are making 
plans for expansion. If they had re¬ 
mained in Government hands, their 
profits may have made some of the 
regressive indirect taxes unnecessary. 

Government Ha* No Money ! 

For some ununderslandable rea¬ 
son Sanjeeva Reddy’s Government 
has not drawn this conclusion. On 
the contrary, it seems determined to 
carry on the denationalisation of 
potentially highly lucrative projects. 
In the case of the Rajamundry Mills 
the Government’s argument is that 
cost of modernisation and expanding 
the mills is too heavy for the State 
Government to bear, And since the 
Industrial Policy Resolution does 
not reserve the paper industry for 
the public sector, the Centre will 
not help out. The argument is 
also advanced that the money saved 
by denationalisation as well as money 
from the sale of the mills can he 
used to start rural-oriented small- 
scale industries with a high employ¬ 
ment potential. 

The Secretarial at Hyderabad has 
been virtually invaded by the Birlas 
and the Somanis, according to repo¬ 
rts. The narrow cunning of the land¬ 
lord-rich peasant is no match for the 
high-power salesmanship of the big 
monopolists. As the Cabinet meets to 
consider the proposed sale of the pa. 
per mills, their representatives wait 
outside with their expensive cigaret¬ 
tes and attractive calendards. diar¬ 


ies and, of course, tips of various 
sizes and kinds. 

Some observers feel that Sanjeeva 
Reddy has changed a lot from the 
days of his previous Chief Minis¬ 
tership. His short and quite inglori¬ 
ous stint as Congress President gave 
him the feel and the vision, not of 
the power of politics, hut of the real 
big money that politics would com¬ 
mand and which, in turn, could 
comma'nd accommodation from 
politicians. It was no longer a 
matter of a few thousands for the 
party coffers but of many lakhs for 
real politiking in the manner of 
C B Gupta or Dr B C Roy. 

It is this changed attitude which is 
rcllected in the. stubbornmws with 
which the Andhra Chief Minister is 
going through with his denationalis¬ 
ation measure. He even took the ex¬ 
traordinary step calling a hurried 
meeting of the Congress M L As, 
ostensibly to disruss some urgent 
pieces of legislation and the usual 
“any other business”. The latter 
turned out to be the sale of the Ra¬ 
jamundry mills. Only 70 M I, As 
out of the total of 210 attended 
and with Sanjeeva Reddy at his 
militant best the result was “Unani¬ 
mous approval” of the Government's 
sagacity. 

Kven Congressmen Oppose Move 

This extraordinary move was nec¬ 
essary in the face of the deter¬ 
mined opposition to the Govern¬ 
ment's proposed action during the 
Assembly deflate on the Governor’s 
address. The Swatantra. natural¬ 
ly was all praise that the Con¬ 
gress leadership was moving its 
way. But all the other opposition 
paities were loud in their protest. 
The prominent independent member. 
Tenneti Viswanadhan, in particular, 
was very effective in his defence of 
the concept and possibilities of the 
public sector. His critique of the 
ways and inefficient procedures of 
the private sector, many of whose 
luminaries had money but little else, 
was devastating and knowledgeable. 
What alarmed Sanjeeva Reddy, 
however, was the attitude of some 
Congress M L As, including the 
member who seconded the vote of 
thanks to the Governor's address. 


One of the Congress members went 
so far as to say that what was being 
sold was not a paper mill but 
national policies — and that on the 
heels of the reaffirmation of faith in 
socialism at Jaipur, 

Some M L As of the Sanjeevaiah 
group saw their chance in all this 
and came out with a public state¬ 
ment challenging the unanimity of 
tiie “spurious M L As’ get-together” 
which Sanjeeva Reddy had mani¬ 
pulated. But their opposition not 
only scares off the neutrals hut 
unites the Chief Minister’s own 
group, making any reversal of poli¬ 
cies the more difficult. 

What is significant, however, is 
that the overwhelming majority of 
Congress M I, As, to say nothing of 
Congressmen, is not in the least 
bothered whether the paper mills 
are sold or whether the Government 
decides to have a few more paper 
mills in the public sector. Dena¬ 
tionalisation as a betrayal of socia¬ 
list professions, a'nd nationalisa¬ 
tion and extension of the pub¬ 
lic sector so as to capture the 
commanding heights of the economy 
-they are just the same for the 
average Congressman. This is be¬ 
cause there has been absolutely no 
education of Congress cadres; and. 
of course. life under the Congress 
dispensation scarcely teaches any 
socialist lessons. 

Morurji’s Visit 

Encouraged hy Sanjeeva Reddy’s 
attitudes and actions, Morarji Desai 
has decided on a fairly extensive 
tour of all the districts of Andhra 
just a few weeks before the Bhu¬ 
baneswar session. After the had 
behaviour of the [itkal Congress 
Executive, it must be manna from 
heaven for Morarji to come upon a 
denationalising Chief Minister. His 
visit will, undoubtedly, serve to 
give some ideological stiffening to 
the amorphous drift to the Right. 

What is of especial importance, 
however, is the fact that Sanjeeva 
Reddy is one of the closest followers 
of Kamaruj and an openly favour¬ 
ed lieutenant. Any . illusions that 
the man who produced the ‘hatchet 
plan’ is socialistieally motivated 
should he shed here and now. 
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‘Camping's my flr»t love,' he says enthu- 
•lastlcally. 'You live cloea to nature, cook 
your own food over open campfires, fend 
for yourself, and return a new man.’ An 
active member of the Rover Scout Troop, 
Banerji enjoys his annual camping trip... 
the days of hiking, the many views of 
nature, treasured in memory and photo¬ 
graphs when he returns. 

BLUEPRINTS AND BUDGETS 

A foreman at Burmah-Shell’s Installation 
at Budge Budge, Calcutta, he is In charge 
of the drawing office. He prepares blue¬ 
prints, estimates budgetary expenses, and 


task with the knowledge and experience of 
years on the job. 

T8DW, AS EVER, tfSPUE USE SANEfcH ME 
KORKINS FOR TUI) 

Banerji is a happy man. 'Living at peace 
with your environment.' he saye, 'Is the 
only thing that matters.' He has the look of 
a man who has achieved it. 

Banerji and people ilka him—at all levels of 
responsibility — are Burmah-Sheil. Today, 
as ever, they are hard at work ... working 
to ensure that vital petroleum products, 
essential to India’s growth and progress, 
are brought to you at the right place and 
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Another Creator as Critic 


, 


wrote of the artist 
|W," critic and of the critic as 
artist. - -ft Was left to India’s 
iftwaharlai Nehru to translate the 
idea into reality. He speaks not 
A*' country’s Prime Minis* 
'ter ' httt also as its Leader of the 
Opposition. In no other terms can 
Oneexplain the cruel nonchalance 
with -which he so often criticises 
the many shortcomings of his own 
Government. It just does not oc¬ 
cur to him that be is. in the final 
analysis, the author of the failures 
he deplores so eloquently. This 
duality has perhaps done well by 
Indian democracy, for the Opposi¬ 
tion is by itself divided and feeble. 
It remains, still, an anomaly. 

The fashion set by the Prime 
Minister was bound to be imitated 
in the States. Near Calcutta this 
week Prafulla Sen, West Bengal’s 
Chief Minister, told the tale of the 
muddle his own Government had 
made of education in the State. In 
terms of literacy, he revealed. West 
Bengal had fallen from the third 
place to the sixth in the country, 
with some 71 per cent of its popu¬ 
lation unable to read or write. 
This, he explained, was the Result 
of neglecting the needs of primary 
education and laying greater em¬ 
phasis on secondary and higher 
education. ■ The Chief Minister also 
disclosed that, out of an annual 
budget of Rs 117 crores, his State 
allocates only Rs 22 crores for 
education; the State, he said, needs 
Rs 60 crores a year for education. 
He also regretted the emphasis in 
West Bengal on liberal rather than 
technical education. Well, well. 

Wasted Effort 

Let it be said straightaway that 
the alleged emphasis on secondary 
and higher education may have, in 
terms of financial allocations, re¬ 
sulted in some neglect of primary 
education; it has done nothing to 
maintain, let alone improve, stand¬ 
ards of secondary or higher educa¬ 
tion. An M A or BA from the 
University of Calcutta today means 
exactly nothing to potential em¬ 
ployers; they ate still mass-pro* 

" duped, Kke. aauiWfifSi and to ip*, 
: anywhere candidates have mostly 

I;,.-! i -j,V v.'r 'n'i---. 

to. ft 1 ,?: v ' *. - ** 1 > 


to live down their degrees. If the 
incidence of illiteracy has mean¬ 
while increased, the State Govern¬ 
ment can fairly be indicted on both 
count*: it has neglected primary 
education and wasted its meagre 
resources On unimproved secondary 
and higher education. It needs to 
be added that West Bengal is by 
no means unique in its lack of thin¬ 
king on education. 

It is generally unfashionable to 
relate problems of education to 
economics; learning and earning 
are supposed to be two indepen¬ 
dent questions. The fact is that 
every sensible society devises its 
system of education with a sharp eye 
on its economic and political deside¬ 
rata. If the scene of Indian educa¬ 
tion is confused and muddled be¬ 
yond belief, it may be because our 
social, political and economic ob¬ 
jectives are yet to be defined with 
clarity and firmness. The new 
Education Minister, M C Chagla, 
has already said several sensible 
things about English and technical 
education. He had better be told 
that, with ho political base of his 
own except that transient and fickle 
constituency, the Prime Minister’s 
House, he is making formidable 
political enemies. Equally import¬ 
ant, he deceives himself if he ima¬ 
gines that he can build educational 
institutions which will be insulated 
against the asphyxiatingly corrupt 
air all around. As an ex-Judge he 
must be bitterly aware of the gal¬ 
loping erosion that has overtaken 
even the judiciary of the country. 
Universities are far more exposed 
to the elements. 

There is no greater exercise in 
futility than deploring a system 
• without first spelling out what one 
had expected of it. It is this first 
task which has not been performed 
about Indian education; and P C 
Sen’s laments about advancing 
illiteracy in - West Bengal followed 
the familiar , pattern of lack of 
thinking on the subject. To Edu¬ 
cation Minister Chagla this writer 
commends an article written by 
Neil Mclnnes in the annual suople- 
1 merit "to Capital in December 1960. 
It is a saddening symptom of the 
, comatose state of oar thinking an 


education that so original and % 
challenging an article on so im- to;, 
portant a subject attracted so little 
attention. A less doped admin is- : 
iration than India’s would either 
have accepted MchuWs ideas or r ' v ' 
repudiated them as an iagult to 
Indian democracy. New Delhi just- jf?* 
took no notice. 
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Mclnnes pointed out the irrelev¬ 
ance of primary education to 
economic ambitions, It doe# not 
make better farmers or workers; 
the rate of literacy, which is all 
primary education achieves, was 
not very high in Britain or Ger¬ 
many or the United States whan, 
they were industrialized. Apart 
from owners of Indian-langusgp - 
newspapers, nobody stands to pro* 'V.?: 
fit from universal primary ednca- 
tion. What this country needs, 
Mclnnes argued, is better education 
rather than wider literacy. Primary 
education may or may notmake 
political sense; the Congress may 
find its obsession with universal 
primary education o thoroughly 
suicidal investment. Economically, 
primary education is a virtual •• . 
waste of the country’s very limited 
resources. .« .j-’ijfj 

’'i S 

Higher and Belter . ’ > ^ 

Mclnnes made the point that 
bare ability to read and write, tota&jL 
provide which vast sums are beifig 4m' 
spent in India, gives no economic • • 
return 4 at all. If, instead, India 
could produce a larger army - of 
technicians and, simultaneously, ’ite? 4 ! |$ 
prove the quality of secondary a’nd 
higher education, in the arts as 
well As the sciences, the money 
would be far better spent. In other 
words, better education for fewer. 

One saw recently in Afghanistan, 
of all places, how the emphasis bad »■ 
shifted from primary education 
secondary and higher. If resource# ‘.jZjf 
were in abundance 'the need to de- 
cide on priorities, seemingly heut- 
less such as Mclnnes’s, would be 
less pressing. Where P C Son, V 
among so many others, has missed, 
the bus is in knowing that only so . 
much and no more can be spent on 
education and not knowing that 
prin^arjj education, literacy, is the. 
Wjpqg: investment. 
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■ Ifany are tile essential economic 
functions to the performance of 
■which literacy has little or nothing 
to contribute; many are the jobs 
to which the semblance of an edu¬ 
cation without its substance is a 
handicap. Political feasibility a the 
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to ..secondary 
and highfer. {Vacation Minister 
Cha git’s strongest and weakest 
point js that he is not a politician; 
as an educationalist, he may find 
the Mclnaeg idea as revolutionary 
a« the Macaulay “Mfnute on Edu¬ 
cation” of the thirties in the last 
century. \ Hie need today is not to 
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but .* dtos - wh fch 1 
truly educated in acadsapw a* we 
a* economic ways — and anoth< 
which fulfils its economic rol 
without the dubious benefits 
literacy. Two cultures ? Agair 
this writer’s withers are unwrung. 
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Prevention of nr pollution by dust and purification of air for providing healthy 
working conditions in factories is done by SF equipment. SF Electrostatic 
Precipitators recover valuable materiel in cement end other factories. In one of 
the largest cement factories in Europe, as much as 60 tons of clinker dust is 
collected from flue gas in 24 hours, SF wet separators have purified as much as 
24,00,000 cubic metres of gas per hour, in certain factories. 
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Nigel Harris 

WWW' «*«* Society.in India (Studies on Modem Asia and Africa-!), edited 
Ustwia, Umdon, 25s, 190 pp. 


'J'ffE Study of Indian politics is 
particularly confusing for any¬ 
one whose immediate experience is 
West European or American, As 
one ot the contributors to this book 
suggests, superficially Indian pub¬ 
lic affairs fits fairly comfortably in¬ 
to well-worn Western categories, 
but those categories do not explain 
what is actually happening. One is 
always aware of a key dimension 
that one cannot see but is frequent¬ 
ly vital in the pattern o[ events, 
particularly the closer one gets to 
the local level. Currently, State 
Congress Parties are gripped by in¬ 
ternecine warfare between factions, 
without it being very clear in any 
State exactly what issues are at 
stake. One is aware of a dimension 
of meaning beyond the immediate 
description of factionalism which 
will allow one to understand preci¬ 
sely (which includes predictively) 
the composition of factions A arid 
B and why they fight so bitterly. 

The present volume is a preface 
to examining some aspects of this 
phenomenon — peculiar not to 
India nor to modern times, but to 
conventional political science. It 
does so by combining contributions 
(all from Britain) by political phi¬ 
losophers, historians, political scien¬ 
tists and anthropologists. Though 
the contributions are of a high 
order, the effect is less unified than 
might have been hoped — the his¬ 
torical pieces do not quite dovetail 
into the essays on contenqxjrary 
Indian politics. Two contributions, 
one considering ancient Hindu the¬ 
ories of State and Government, and 
the other Muslim conceptions of 
legitimate authority, are follower! 
by an interesting excursion into 
Muslim Indian history, sketching 
briefly three phases of Islam which 
culminate in the erosion of its tem¬ 
poral power, creating a new kind 
of corporate spiritual authority, the 
‘ulemas’. To these pieces can be 
added a contribution concerning the 
1917 Montagu Declaration, an exer¬ 
cise in British political history ra¬ 
ther than Indian. These contribu¬ 


tions relate only very indirectly to 
the current Indian scene although 
they are all of general interest both 
for Indian history and for study of 
the cultural concomitants of social 
change. 

Caste and Politics 

The remaining five contributions 
deal specifically with modem India, 
and in one case, Pakistan, Professor 
Von Furer-Haimendorf discusses the 
importance of caste in Indian poli¬ 
tics, how its forms have shifted, 
from an accepted vertical hierar¬ 
chic pattern (which was itself in 
the. process of slow mutation) to 
something more like competing 
horizontal groups, without weake¬ 
ning the institution (indeed, in 
some, cases, strengthening it) or 
necessarily eroding the power of 
localised majority groups. In addi¬ 
tion, he discusses the reformulation 
of ostensibly Western-oriented poli¬ 
tical thought (in this case, Selig 
Harrison's case study of Andhra 
Communism) in terms of local caste 
conflict. 

Dr Bailey reminds the reader of 
his excellent Orissa studies in order 
to demonstrate that while locally 
tenacious, in contemporary Orissa 
State politics caste is probably not 
as generally important as competi¬ 
tion between classes. The vast gap 
which separates politicians (and 
those actively concerned with poli¬ 
tical activities) and the mass of 
ordinary voters, prompts the electo¬ 
rate to behave rather more like 
dependents than rational judges of 
affairs not immediately related to 
their own interests — pressure- 
group-jostling for marginal advant¬ 
ages becomes the prototype activity 
rather than rational participation. 
Dr Mayer examines municipal elec¬ 
tions in Dewas (Madhya Pradesh) 
and confirms some, of Bailey’s points. 

Dr Tinker examines the shift in 
the significance of local government, 
and shows both India’s and Pakis¬ 
tan’s efforts to use local government 
as an instrument for a new sort of 
participation more closely related 


by C. fi George Alien gad." .% 

to a peasant society — an attempt Vi?: 
which might be - seen a* some syn- '■-% 
thesis of a rural ideology (for ‘V 
example, Gandhism) with the mo- ’ 


dern concern with economic deve¬ 
lopment. 
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Finally, Professor Morris-Jqtoes 
gathers together some of these ?,,, 

strands, suggesting that Indian V'.V 

politics operates (and can be des- 
cribed) in three ‘style*’ or Tahgu- "V.$; 

ages’: the modern (and Western), VS 

the traditional (both meeting in the - 
union, or not, of the political initi- • ; '■£ 

tulions of a nation-state and the , V 

structure of an ancient society) and :V}' 

the saintly, pre-eminently demons- .-'-ft, 

trated in the ‘political style’ of V 

Gandhiji or Bhave. Morris-Jones 
uses his classification perceptively, ft: 

showing in particular the gap bet¬ 
ween what is accepted as signifi¬ 
cant in public affairs (in the press, 
books, Lok Sabha) and what is the ■ < 
actual practice at the roots of > 

Indian politics. An example Mor- 
ris-Jones might have cited as a pecu- 1 
liar combination of parts erf all 
three styles is the Kamaraj pheno¬ 
menon. Morris-Jones notes the ob¬ 
jections to his use of the term ‘lan¬ 
guage’ — he makes it encompass 
both behaviour and descriptions of t 
behaviour (where it is most plausi¬ 
ble) — without seeing these objec¬ 
tions as fundamental. 

Yet the term ‘language’ does 
throw the emphasis of analysis into 
the realm of form rather than con¬ 
tent — the same thing can be said 
in different languages and the use 
of a particular language does not 
suggest any particular political 
aims (which are crucial for Morris* 
Jones’ use of the term). Again, with 
this term, he is seeking to encom-^yw, 
pass both the cleavage between 
Western oriented ‘idiom’ and a 
ditional one, and the gap suggerf^^W® 
by Bailey between those with expii\. 
cit political concerns and thos^V^JJ 
without, between the politicians and^***' 
the masses. But expressing these 
two gaps in terms of the manner 
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of eponftion or speaking is to under* 
emphasise die dimension of purposes 
which is die dynamic driving the 
whole — different interests and pur¬ 
poses are at stake and in conflict. 
In one sense, ‘language’ is an ap¬ 
propriate word — where purposes 
are the same, but the manner of 
presentation different. But this form 
of accommodation to the under¬ 
standing of different audiences is 
common to many countries, and not 
very interesting beside the conflict 
between those who wish India (or 
Maharashtra, or Bombay, or Pare!) 
to develop quickly into a modern 
industrial country, and those who 
help, positively or, more commonly, 
passively, to maintain the practices 
and assumptions of a traditional 
society. Theoretically, the first case 
could as well be expressed in tradi¬ 
tional language, and the second in 
modern — Western political philo¬ 
sophy is not without ambivalence 
and can provide a defence of Burke’s 
‘Ettle platoons’; Gandhi leaned 
Upon Tolstoy, Kropotkin and Rus- 
kin. All this only suggests that the 
term ‘language’ does not imply any 
necessary discipline on it§ user 
(even though, in practice, the two 
may go together). 

The ambiguity in terminology 
does not prevent Morris-Jones from 
being shrewd and perceptive about 
the general aspects of Indian poli¬ 
tics — what is called ‘corruption’, 
the rise of a new sort of Congress¬ 
man who spans the gap between 
rural and Western-educated India, 
the alienation of sections of the 
middle class from politics. All this, 
along with the other contributions, 
documents some of the shift from 
British India, a foreign autocracy 
supporting a small class of Indians 
closer to the British than to the 
Indian majority and ruling a peo¬ 
ple fragmented in many small local 
units far removed from national 
’ issues, to a society that is more 
homogenous, where rural and urban 
leadership is drawn into a new sort 
of synthesis that involves compro¬ 
mises on both sides and generates 
a new sort of ethos — Nehru be¬ 
comes a leas representative figure 
tbttn Kamaraj. 

imparl of Economic Development 

.The essays are, then, of a consis¬ 
tently high standard. Many incor¬ 
porate, research published, earlier, 
but fjUftK concerned with modern 
Indij^fe'' directed more specifically 


*to the emerging type of'pOmtes, It 
is a pity more light could not be 
thrown on the impact of economic 
development (Tinker suggests some 
effects of this on local government) 
—both in the disturbance it creates, 
and in the new mobile interests 
generated. How much of State 
Congress ‘factionalism’ stems from 
the displacement of traditional inter¬ 
ests, the appearance of new ones, 
the competition of different groups 
for control of development funds or 
neutralisation of adverse change ? 
And how far do such ‘modern’ align¬ 
ments match traditional divisions, 
erode them or strengthen them ? 
Many of these studies take for gran¬ 
ted the backcloth of economic 
change, even though the initiative 
and efficiency of that change depends 
crucially upon the nature snd qua 
lity of the political leadership. 

On the face of it. development 
requires a political authority which 
is different and separate from the 
society it governs, and is disciplined 
enough to retain its distinctness : 
‘a dilemma’, as Tinker describes it. 
‘where a minority seeks radical 
change and the majority acquiesces 
in the custom of the past’. The 
dilemma is very real, for it suggests 
that the more ‘democratic’ and 


■ -flT. ,‘iVl- W' 

‘representative’ the 
the economic dewdepmertt^/w^V & 
cause sections of the population do 
not want improvement but because 
the nature of the traditional social 
structure continues to inhibit conti¬ 
nuous progressive change as effec¬ 
tively as it has always done, v Hie 
over-simplicity and unoriginality of 
the point should not obscure the 
fact that possibly die more the 
Congress Party loses its Western 
elite and immerses itself in rural 
India, the less development will be 
possible, and the greater the danger 
from the alienated middle classes 
described by Morris-Joftes. 

The polite ‘muddling through’ 
which characterises the’ attempts of 
Congress to rationalise its long¬ 
term purposes, a muddle reminis¬ 
cent of, for example, British Con¬ 
servative discussion of the reconci¬ 
liation of freedom and order; only 
suggests the degree to which Con¬ 
gress as an organisation is tending 
towards inertia. The Planning Com¬ 
mission cannot replace the active 
rlrive of a dedicated political party, 
for it is itself subject to all the pres¬ 
sures of the society it is striving to 
change. The discussion returns sad¬ 
ly to the central dilemma cited by 
Tinker earlier. 
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tprfay irfiene if a conflict between two social modes of thought. . ■■■;...^V,-. - 


'HpE-ira-liB aware of the enormous In 
' iwiped' for age in India, other 
Psath,; in 1 age ’ and distrust for tely d 
yotrth is si reflection of the conditions must 
in eu agricultural community revol- its ti 
vittg round si Axed technique. This going 


In an industrial society, on the 
other hand, the situation is comple¬ 
tely different. An industrial society 
must continually go on improving 
its technique if it wants to keep 
going. This is eVen more tnie 


not just sentimental BjHpIttiafinij Ttfiijr. * 
as some who should know better ®ei :‘. 
trying to make out in order to dhh Xiji. 
parage (Socialism. „ ,;'l; 


dependence on a given, unchanged, under competitive conditions when 


even more true The more adapted a society is to :..'f. 


and which to its users seems unchan- 
gesh.lv, technique - is extremely 
important in the mental make up 
of 4 k peasant community. In a sett¬ 
led' agricultural community with a 
fixed technique, one has to depend 
mostly on ijiose who have performed 
the' same operations many times 
yeir after year. Such men have 
come across most, if not all, the 
difficulties. that such a group is 
likely to face. Also, they' have grea- 


an industrial society is surrounded 
by other industrial societies such as 
occur in the present world. It must 
re-examine its own premises con¬ 
tinually. It must not take any of 
its existing practices, and consequen¬ 
tly the system of ideas behind them, 
as fixed. Perhaps this is the reason 
why Stalinist rigidity has come to 
be discarded in the Soviet Union. 
Mao may also face the same reality 
some time in the future. An indus- 


ter experience of periodic emergen- trial society must continually be on 
nice like floods, They have seen die alert for new ideas which tnay 
rtujBr than others and, therefore, suggest some improvement in some 
by definition of such a community, ** part of it at least. The case for 
krioiv more than all others do. socialism, especially, ‘ in poorer 


industrial development die more V; 
eager it is to encourage bright 

young mm with new ideas. It can., 
affford to do so. With a large capi¬ 
tal base, such a society requires 
large gross investments even it i. 
comparatively jnedvmfo rate of. 
growth. Even capital replacements .... 
whidh reflect no changes for purpo¬ 
ses of accounting or in other words ' 
cost die same amount of money, . 
may register considerable improve-' ; 
merits technologically. Thus scope ' 
for technical innovations .remains 
even if new investment is made only 
to replace existing assets. 

Hie Conflict in India 


countries, is made out in this con- 
Youth and Industrialisation text- The drawback of private 

Young men with bright ideas have ownership in industry is that contin- 

w rr “* tr * x^tE*:55n2ESs 

thmg^ for new idea* which sug- #ven ^ ^ ^ ^ 

geri a change m the technique folio- ^ &&&# any w- 
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dafiaftlon M betters by being efficient 
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xaa?r : Jito« BMW'tbm these young dtaift fc ows hegemony and 
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^QUesastinSif, is only one wardnese of the country. This itf 
doi«g « fltlng. That is sthe case for socialism in a capital 
-.4P^^.^AfMr mttf.'' hungry oouhtry like India, qnd 




countries, is made out in this coil- The ,attitude to youth of the ; ;'i#l' 
text The| drawback of private tradttkmdl svdeties -of 

ownership in industry is that contin- unfavourable compared; to. that 
ually changing techniques of produc- industrial societies in the w|«|i; 

Son render capital. jnriaHatihns Anrong. the western''.countries, 
obsolete even before *ay have been U S.A W so far c«toie' off fetttiM’ 
sulficiently uspd tcr^atliee' wflr.'w than old«r countries like Britain 
plus. Capitalists in the poorer this matter. And communists 


riew and improved techniques of pro¬ 
duction and tslatod capital equip- 




in for a less efficient back. 


than oldw countries like Britain 
this matter. And communists are. 
well kaqiyn for ‘spoilina’ youth —' 
giving young men all authority pvqr ; rf' : 
older people, reearding yoqth; Sfe*^ 
an advantage rather than a dflrisf:;^ 


In India there-U gt' pNga# 
conflict between two' lad*) 

. at thought.-., t p^ftt 4 asi> j'/Si 
rial so^fty,; hSi ' bequeathed ’ its ■?{.. 
‘legacy* ftS the ? tatitn of a deep- 
rooted of yputh .combined 
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wfihlin'awe' and reverence {or age. 
The present industrial programme, 
oa w other hand, requires that 
every opportunity should he given 
toyoung people, contrary to all the 
eating 'rules and procedures’. As 
the dead hand of the past is still ' 
too strong upon us we Anri that 
young men ’with ideas are fleeing 
this country in large numbers 
whenever they can. Traditionally 
in India, initiative, improvisation or 
ingenuity, has been systematically 
discouraged, Just as social values 
and patterns had been fixed by 
Manu and others for all time to 
come, so also everything else. It 
is assumed that there is a fixed 
norm for everything, be it music 
or cooking or the crafts. No one 
must deviate from it. Experimenta¬ 
tion cannot but be folly. There are 
set standards o{ excellence in all 
activities which masters in the past 
attained. It is our duty now to try 
to reach that standard. Not that 
we can seally hope to do so. Still 
it is good to try. History is, there¬ 
fore, not only assumed to be repeti¬ 
tive, it is widely and deeply believed 
to be cyclical. Things do not 
change basically for techniques do 
not change. Events follow one other 
cyclically as the seasons do. This 
is, or at least this has been, the 
assumption till recently. 

Obsession with Rules 

The system built by the British 
in India fitted in perfectly with this 
traditional approach. As the British 
authorities in India did not trust 
Indians, they left no place for in¬ 
dividual initiative or inventiveness. 
They framed elaborate rules and 
regulations covering all aspects of 
administration down to the minu¬ 
test detail. Observance of these 
rules was made completely obliga¬ 
tory, even at the cost of efficiency, 
so that Indians looking up at the top 
from the lower depths came to re¬ 
gard the observance of the rules 
and regulations as an end, quite 
often the end of administration. It 
was like observing caste rules, which 
have to be observed and not ques¬ 
tioned. .As British Indian admini¬ 
stration was largely devoid of any 
social purpose, this obsess - on with 
Tules and regulations largely substi¬ 
tuted the need for any purpose. It 
made the business of administra¬ 
tion purposeful to the administra¬ 
tors. 


How else can one explain or even 
comprehend the monumental folly 
of the Indian Government that boilt 
national laboratories and created 
Research Councils with expensive 
apparatus, staffed them with quali¬ 
fied people and then framed rules 
for them as though these institutions 
were like any other Government de¬ 
partment meant to collect revenues 
or sell judicial stamps. The same 
audit rules that throttle initiative 
in the Government departments were 
also made effective in these high¬ 
est bodies of scientific research and 
learning in the land. As a result 
one has to fill up endless forms, 
obtain sanctions from ail sorts of 
functionaries to get a. simple piece 
of machinery without which research 
is held up or may be even suspended. 

Individual Initiative Not Encouraged 

The treatment meted out to 
young scientific workers is equally 
unimaginative and exasperating. 
Promotion is by seniority. One al¬ 
ways has to obtain the permission 
of higher authorities to do any¬ 
thing and there is little encourage¬ 
ment for any individual work done 
out of schedule. Above all, the at¬ 
mosphere in these institutions is 
very much like that prevailing in 
Government departments where 
there is little human contact be¬ 
tween people at the top and at the 
bottom. This dries up the very spi¬ 
rit of research. A lot of effort is 
wasted at lower levels because of 
the absence of contact, and individu¬ 
al initiative is hardly ever encourag¬ 
ed. Everybody is tapped by rules 
and maimed by regulations. The 
cumulative effect of all this is that 
young Indian scientists leave for 
abroad whenever they can and do 
not return eVer afterwards. 

The Prime Minister of India often 
urges the students to march with 
the times. One can only hope that 
the Government under him would 
do the same. We have inherited a 
static society, and a stagnant econo¬ 
my from the past. On top of it, 
we have an administration whose 
purpose was to perpetuate and sta¬ 
bilise this stagnation. Its rules were 
framed to achieve that purpose. 
With independence, we have rightly 
started planning for economic 
growth which means, among other 
things, fairly rapid industrialization, 
application of scientific methods in 


agriculture tihd use of more' effect. ” 
ive methods of public health and 
sanitation. ATI this requites con¬ 
centrated scientific research over a 
wide field and. of course, mobilisa¬ 
tion of popular forces in an orga¬ 
nised manner in support of the tar¬ 
gets set. It does not require any 
great perspicacity to realise that 
the old administrative machinery* 
working under its old and outmod¬ 
ed rules and regulations, is not 
suited to the purpose now set be¬ 
fore it. Economic development, and 
social regeneration and development 
cannot be brought about with the 
help of rules designed for tax col¬ 
lection. It is necessary that this 
machinery is now overhauled along 
with its rules. All rules of the Gov¬ 
ernment beginning from recruit¬ 
ment to superannuation, and cer¬ 
tainly those for promotions, should 
be framed anew, so that the goal 
now set can be achieved. 

Government Should Reorganise Itself 

The . exodus of young scientists 
is only an indication of the malaise, 
from which India suffers today. It 
fits in with the general picture of 
a moribund Government machinery 
misguidcdly geared to the task of 
achieving progress. The series of 
failures in achieving Plan targets 
point to the same source of inade¬ 
quacy. You cannot have scientific 
research while treating the scienti¬ 
fic workers as the poor relations of 
a colonial administration. Nor can 
you expect a successful fulfilment 
of an economic plan with the help 
of bureaucrats to whom certain set 
rules inherited from a discredited 
past are sacrosanct and utterly in¬ 
violable. If it is reorganise the coun¬ 
try, the Government should start 
by re-organizing itself. 
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corruption -w government, which fiat' received an impetus jrarh the. concern expressed ■ 
.wwlMfra of the Congress party fit the Jaipur session of the All-India' Congress Committee, has 
emtred on the mdSf suitable machinery to investigate alleged instatUes of corruption and tc 
■tfPMmfl* tw'book the guilty. • . • 
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m SS ejl tion that has been widely made is the creation of a functionary corresponding to the 
-^itgaifydvinviM Ombudsman who has achieved a large measure of success in dealing with maladministration 
corruption in Sweden and Denmark. 
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Ilia convocation address at the 
Urtdian School of Public Adny- 
. . riistretivn Justice P B Gajendra- 

vjpklk&r, Chief Justice of the Sup- 
!"’Tttsf Court, made out a case for 
tea Indian Ombudsman to protect 
public from corrupt administ- 
frathm and who would investigate 
Allegations of dishonesty and inter- 
• vests to give relief in cases where 
j»0 legal remedy was available. 

The suggestion has found wide 
favour. The Chairman of the 4*1- 
India Manufacturers’ Association, 
Shri Prabhu V Mehta, speaking at 
a meeting of the Central Commit¬ 
tee of the organisation in Madras 
last month, referred to the Om- 
.. budsman and said: “India has an 
urgent need for such a ‘people’s 
agent’. I earnestly request the 
Speaker of the Lok Sabha and the 
Members of the Parliament to con¬ 
sider the possibility of creating an 
office of Parliamentary Commissio¬ 
ner on lines similar to those in 
Sweden, Norway and Denmark. 1 
am convinced that such an office 
at the Centre to start with should 
prove a great help to the people 
and will be beneficial in improving 
the efficiency of the administration”. 

Not a New Idea 

The idea of setting up an Indian 
Ombudsman is not new. Shri C D 
Deshmukh, then Chairman of the 
University Grants Commission, had 
pointed out in 1959 that “an un¬ 
easy public hears of nepotism, high¬ 
handedness, gerry-mandering, fea¬ 
thering of the nests through pro¬ 
geny, and a dozen other sins pf 
omission and commission and yet 
ia -helpless for lack of precise data, 
' facts and figures, efidence and 
proof’. He called for the establish¬ 
ment of “a high-level, impartial, 
-1 Standing judicial tribunal to its- 
S and report on complaints”, 
'' adding that, if such a tribunal were 


set up, “1 shall be happy to make 
a beginning by lodging half a 
dozen reports myself”. 

Vital I feme Avoided 

The Government’s response to 
this demand, growing increasingly 
insistent, has taken the form of 
vague pronouncements on “clean¬ 
ing” the administration, “rooting” 
out corruption, “attacking” graft, 
“ending” nepotism and what have 
you. Committees and reports have 
multiplied but the vital question of 
creating a permanent agency to 
deal with the problem has been 
consistently avoided. At a press 
conference in January 1960 the 
Prime Minister went so far as to 
say that “If such a tribunal is ap¬ 
pointed, there will be charges and 
countercharges as we are a gossip¬ 
ing people”. On another occasion 
he told Parliament: “Either this 
Parliament believes in the personal 
integrity of members of the Gov¬ 
ernment as a whole or any per¬ 
sonal integrity or it does not’, add¬ 
ing, “if it does not, naturally it has 
a right tct say so, and a right even 
to remove me from office”. 

Similarly, in his Feroze Gandhi 
Memorial lecture in September 1962 
the then Minister without Portfolio, 
Shri T T Kriahnamachari, said: 
“The nature and work of an Om¬ 
budsman ia somewhat negative and 
might afford relief to citizens in¬ 
jured by the improper exercise of 
executive discretion of positive 
maladministrative procedures. I do 
'not, therefore, consider die institu¬ 
tion of an Indian counterpart of the 
Ombudsman as having any positive 
role to play in the determination 
and functioning of the relationship 
of the citizen and the executive”. 

-■ Of late, however, official resist¬ 
ance to setting up some sort of 
authority to deal with, corruption 


and maladministration is wearing 
down. Addressing the members of 
the A1CC at Jaipur in November, 
Pandit Nehru admitted that unless 
corruption was rooted out from 
every walk of life, all talk of socia¬ 
lism would be meaning less and 
conceded -the need to set up an 
“anti-corruption - machinery" '.p«>steriw 
ing ministers, public ihep-iwfv 
those employed in the ’ 
tionjA. * 


Nanda AcU 


.and Retreats 1 


The appointment of a camm»v 
sioner for investigation, or an Om¬ 
budsman, with powers to enquire in¬ 
to complaints of irregularities, etri 
against Ministers and high officials 
has also been recommended by an 
administrative , reform committee 
appointed by the Rajasthan Gov¬ 
ernment, in its report submitted in 
September. At laBt on November 
26, Home Minister Shri G L Nanda 
told the informal Consultative Com- ,, 
mittee of Parliament for his Minis¬ 
try that the setting up of ati Om¬ 
budsman type of authority suited 
to Indian conditions was under 
consideration. He conceded that • 
there should be some authority: 
which could deal with corruption 
without being subject to pressures 
or interference. The authority should, 
be given the same independence as 
that of, say, the Union Public Ser¬ 
vice Commission. Shri Nanda 
further said that the Ombudsman 
should be a person of high stature 
and the channels of communicating ; 
complaints to him should be free, 
from influence at any point. Shri’ 
Nanda did not think that a cefetral,, 
agency would bo adequate to ■dngl| 
with corruption throughout; the; 
cou’ntry and so there should Jrtb 
similar agencies in the States 
Shri Nanda’s definitive statement 
was widely melcomed, but, alas, 
within a week, he seemed to beat a 
hasty retreat. On December 4 
addressing newsmen at Ahmedabad, 


fdfc■sirwi _ .»y fife* (L . WS^' SS o' P| j . fa 
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buknjs “vigilance Commission”. 

The Ombudsman is a Scandina¬ 
vian institution. Just owr a year 
" ago New Zealand adopted it and 
aeveral other countries may follow 
suit. In Sweden there are two 
* Ombudsmen. The Jus tie Ombuds • • 
L man or ‘Prosecutor for Civil Affairs’ 
was introduced in 1915, to deal with 
. military justice and administration. 

: The Danish Ombudsman, defined in 
, the constitution of 1953 as “a parlia- 
i; mentary commissioner to supervise 
1 “ civil and military administration of 
the state”, began functioning in 
1955. 

A Parliament Official 

The Ombudsman is considered 
, an official of Parliament. The 
Danish Ombudsman is required by 
statute “to keep himself informed 
whether a'ny one subject to his 
•authority commits injustice or acts 
negligently in performance of his 
official duties”. The Swedish Om¬ 
budsman is required to exercise 
general supervision over courts and 
civil service. He is required to in¬ 
vestigate charges of illegality, negli¬ 
gence or misuse of official position 
and to pay particular attention to 
offences involving fraud, abuse of 
power, or actions which impede 
the course! of justice. 

The Ombudsman is given vast 
powers. As the first Ombudsman 
of Denmark, Professor Stephan 
Hervitz, put it in a BBC talk: “I 
have the right to see the files of 
ministers or other authorities that 
deal with the question concerned; 
and I ask the police to help me; 
and can summon people to give 
evidence in court”. He has powers 
to raise questions involving mal¬ 
administration of justice before 
superior courts and to investigate 
cases involving detention of persons 
and deprivation of liberties. All 
State establishments are open to 
hia personal inspection. 

The Ombudsman may initiate 
"'enquiries on the basis of written 
Complaints from this citizens, filed 
within one year of the alleged of¬ 
fence, or on his own initiative on 
the basis of press reports or confi¬ 
dential complaints. Cases of corrup¬ 
tion, etc may also be discovered 
during the inspection tours he 
undertakes periodically. 
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31m OmbudmEan^s wide powem of 
investigation ate balanced by a 
virtually complete lack of executive 
authority. He can only bring cases 
of miscarriage of justice to the 
notice of superior courts. This is 


■pwiiicjifcat fepertg ld, jg. w j fect ■fiata-’;-;. 
mittee of Hariiainent just as the , 
Auditor General reports to the Pub* . 
lie Accounts Committee. . 

Nehru, Grand Arbiter 


done by instructing the public pro¬ 
secutor to start criminal proceed¬ 
ings against the guilty or by re¬ 
commending the plaintiff for legal 
aid in pursuit of civil remedies. 

No Executive Authority 

The Ombudsman has no execu¬ 
tive power. He is just a national 
counsellor and a custodian of 
public conscience in matters of 
private rights. He stands on the 
sideline of the government to ob¬ 
serve, appraise and censure. Where 
then lies the basis of his power? 
As a report by the British section 
of the International Commission of 
Jurists, entitled ‘The Citizen and the 
Administration’, explains: “In prac¬ 
tice the real sanction is the publi¬ 
city which is given to the Ombuds¬ 
man’s criticism of the administra¬ 
tion in his annual reports to Parlia¬ 
ment but more specially to the daily 
press”. The report makes a dis¬ 
tinction between complaints relat¬ 
ing to bad law or policy and official 
conduct. The former is a matter of 
ministerial responsibility. The latter 
relates to official misconduct, i e, 
failure of the administrative autho¬ 
rity to observe proper standards of 
conduct and behaviour in exercis¬ 
ing its administrative powers. A 
public official, for instance, may 
show unfair preference when allo¬ 
cating a government contract. Or 
inefficiency, negligence or error on 
the part of an official may cause 
loss or damage to an individual. 
More rarely, official misconduct may 
consist in a decision so harsh and 
unreasonable as to offend natural 
justice. 


In India so far, in the absence 
of suitable machinery, the Prune 
Minister has had to act as a gralnd 
arbiter, listening to complaints and, 
explanations, defending the res¬ 
pondents and soothing the com¬ 
plainants. Besides diverting his 
attention from important public 
affairs, this practice has undermin¬ 
ed his personal authority, even his 
motives being questioned often. 
Similarly, the value of ad hoc en* 
quirks of the Denning variety, to 
which Pandit Nehru has referred 
frequently in his note to the Pre¬ 
sident on the enquiry by Justicg 
S R Das into the allegations against 
Pratap Singh Kairon is doubtful. 
It is well to remember the specula¬ 
tion which preceded the publication 
of the Denning report about whether 
it Would be published at all and, 
if it was, which parts of it would 
be suppressed. In India Pandit 
Nehru refused to publish the Das 
report on the Malaviya-Serajuddin 
affair on the ground that it was 
meant solely to guide him. This 
is the danger of asking ad hoc com¬ 
missions to report: when their 
reports are favourable to the exe¬ 
cutive, like the Denning report, 
they are published and when they 
are damaging, they are suppressed. 
Finally, while the Special Police 
Establishment has been successful 
in publicising four digit figures of 
their annual “catch”, when it 
comes to the really big sharks, the 
S P E is no better insulated against 
political pressures. - 

The setting up of a ‘Vigilance 
Commission’ which Shri Nanda 


The report recommended the 
establishment of a British counter¬ 
part of the Ombudsman to supple¬ 
ment, though not supplant, the 
existing vigilance machinery and 
to make it more effective by pro¬ 
viding a ready and simple means 
of securing an impartial investiga¬ 
tion of ctomplaints of maladminis¬ 
tration by an officer of Parliament 
who is independent and enjoys the 
same status and prestige as the 
Comptroller and Auditor General. 
The Ombudsman would submit 


promised at Ahmedabad will not 
improve the situation. An Ombuds¬ 
man, whether we call him Parlia¬ 
mentary Commissioner or Dharma- 
dhyaksha or a plain Grievance Man, 
is undoubtedly the solution we are 
.looking for. But if on the plea of 
adapting the system to Indian con¬ 
ditions, the Ombudsman’s powers 
and functions are curtailed, no man 
of competence and integrity will 
care to accept the post and it might 
serve just to provide employment 
to some incompetent, unsuccessful 
party poliician. 
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Size and the Economies of Scale 

C H Hannmantha Rao 


;:v^. 

4 ,‘Al 

- L i’ltisL 


The Food and Agriculture Ministry's Farm Management Studies indicate that ‘smallness’ of size has 
not proved a deterrent either to the realisation of high net income per acre or to capital construction through 
the application of surplus labour. 

Of course, the higher net income per acre on the smaller farms cannot be attributed to their 
‘smallness’ as such. It is the result of factors making for more intensive cultivation, such as more irriga¬ 
tion, larger application of family labour, more intensive cropping, etc. 

1 Under the system of family farming and labour-intensive techniques , it appears, therefore, that pro¬ 
ductivity of land and total output can be raised if the structure of land ownership is altered and a more 
even distribution of land is secured which would make for greater identity between ownerships management 
and labour . 
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F is argued here that unlike in 
manufacturing industry, the 
technical conditions of crop pro¬ 
duction do not impose the kind of 
constraints which make the enlar¬ 
gement of farm size indispensable 
for absorbing improvements in 
farming techniques or for the 
optimum utilization of indivisible 
equipment, The available empirical 
evidence for India suggests that 
the costs on account of indivisible 
factors such as bullocks cannot be 
considered to be particularly higher 
on smaller farms where family 
labour is abundant and that, owing 
to the labour-intensive techniques 
of cultivation, managerial and 
supervisory bottlenecks are con¬ 
spicuous on larger farms. These 
factors, together with the fact that 
under conditions of family-farming 
the farm production unit is inter¬ 
twined with the family consump¬ 
tion unit, explain why small farms 
are invariably characterised by 
higher capital value of la'nd and 
larger net income per acre. 

According to the theory of the 
firm the internal economies of 
large scale arise upto a point owing 
to (a) specialization and division 
of labour in the production proces¬ 
ses made possible by technical pro¬ 
gress; and (b) optimum utilization 
of indivisible equipment as well as 
management. Underlying these ad¬ 
vantages are certain technical con¬ 
straints common to manufacturing 
industries under conditions of fac¬ 
tory production. Technical progress 
ana division of labour lend to make 
the size of the plant bigger. Most 
of the machinery of the plant is 
technically immobile so that die 
optimum utilization of such equip¬ 
ment necessarily entails the expan¬ 
sion of output. 



Agriculture, on the other hand, 
is essentially a biological process, 
land being the primary agent. Due 
to the fixed nature of this biologi¬ 
cal process in regard to the nature 
of the commodities to be produced, 
the production period and the 
technical processes, the scope for 
specialization and division of labour 
is very limited. Technical progress, 
to the extent possible, assumes the 
forms of external aids to land such 
as better tilling, improved seeds, 
fertilizers, insecticides, etc. Since 
land as a factor of production is 
perfectly divisible and since many 
inputs, e g, labour, water, seeds, 
manures and insecticides, etc, are 
equally divisible, improved methods 
can be applied to land, irrespective 
of the latter’s size. 

Optimum Utilization Possible 

Insofar as equipment, like a pair 
of bullocks or a machine, is not 
technically tied up with land and 
can and has to be removed from 
land once its operations are over, 
the optimum utilization of this mo¬ 
bile, though indivisible, equipment 
is possible by employing it on dif¬ 
ferent farms on a hire or exchange 
basis. Despite this technical possi¬ 
bility, some element of under-uti¬ 
lization of such equipment can be 
expected owing to institutional 
and psychological obstacles to ad¬ 
justment, especially under condi¬ 
tions of seasonal demand for the 
equipment. 

In the case of management, how¬ 
ever, the economies of scale can be 
realized upto a point, especially in 
the long run. Since farming pro¬ 
cesses require close personal atten¬ 
tion at each stage and since the 
scope for division of functions and 


the delegation of responsibility is 
very limited, managerial and 
supervisory bottlenecks arise at 
comparatively lower levels of farm 
size. This stage will be reached 
much earlier under labour-faten- ^ 
sive techniques of cultivation, as t 
the human problems of manage- f 
ment can be expected to be parti? ■ 5 
cularly acute in such a situation. 

Under the system of family-farm¬ 
ing such as in India, the owners or 
cultivators are themselves the ma». : 
nagers who also perform manual ! 
work in most cases. The existing ; 
mode of cultivation does not re- -' 
quire highly specialised technical 
skills on the part of these managers. 
No r have the entrepreneurial abili¬ 
ties a very significant role to play ■ 
especially as farming is carried on i 
partly for household consumption. ‘ 
Supervision of farm work is realty 
the most important part of man*- /, 
gerial functions under the existing./ 
conditions. Viewed thus, manage- 
ment is not a very scarce input 
among small farms where there le ¬ 
an abundance of family labour; j 
Also, the prevailing labour-inten- » 
sive techniques of cultivation render 
managerial or supervisory functions 
very difficult to perform on large,,- 
farms. Therefore, from the standi:, 
point of efficiency, the problem 1*--/ 
not so much the under-utilization of .i 
management input on smaller farm* >* 
as the diseconomies of large 
operations arising from managerial ! 
and supervisory bottlenecks 
larger farms. ■ 

Bullocks and implements 
constitute the major indlviriblei'.^||^' 
tor in Indian farming. The 
Management Studies have 
that a large number of cultivate 
in several parts of the coun^r#r«*4§H 
belong to the small size gfq^pg do . 

' • ; :/• 






^'‘9f60j.V”& West Bengal, 3S per cent 
pi holdings have no draught cattle 
&sd 6.1 per cent -lutve del# one 
buHtHik each (West, Bengal Report, 
imXS, p 12); A aTmilar tendency, 
’ ■; though hat equally pronounced, has 
been noticed in Madras and Bom¬ 
bay. in Ptfojah, the- small farmer 
tries to minimize coats on 'this item 
by maintaining bullocks of inferior 
quality which cost less. The larger 
' 'holdings, on the other hand, main- 
/tain bullocks of better quality which 
Are' better fed, with the result that 
oost on a pair of bullocks in- 
.*j£reaist» with increase in the size of 
-balding (Punjab Report, 1954-55, 
J;-,pp 54-57). 

.J'Y The market prices of bullocks 
'T etany be taken as reflecting die 
: -trod costs to the farmers. For one 
- dung, a significant proportion of 
• these bullocks are farm-bred, family 
‘/' land and family labour being the 
.main constituents .. of costa On this 
item. The practice of valuing farm- 
/. bred animals on the basis of max- 
,/ Jset prices for costing purposes with- 
split, at the, same time, including 
beat;, values ojt the output side can 
tttftfly be justified r Abo, tbe exist-- 
gg method of rating family labour 
•spent on the upkeep of annuals a,t 
\v rates .serves-' to inflate 

:w-h^iick costs among small awe-. 


«§§S||pt' is rote resting to 'not* in 
llSliectioo that according tb 1fl>e 
&edl^rn*hads -of cost calculation, 
lloek Voets as a ratio of gross 
Output are higher wherever the pro- 
jsartibp V family Ujhfcuy spid fatni- 
% land ;i* higher .(see Table 1.)/ lh. 
'W«gt. ' Ahdhra and Madhya 


vators to put up with mder-udUxa- 
tion of buliocfe in these regions 
may" be explained; to a- oecttdn J ex¬ 
tent; by .the relatively Tow sdter-. 
native Costs of their family inputs 
used in' maintaining the bullocks. 

Comparing Coats, and Return* , 

Size-efficiency analysis ‘necessarily 
involves some appropriate method of 
comparing costs and returns. Inso¬ 
far as the alternative costs of fa¬ 
mily-labour cannot be regarded as 
• approximating the ruling wage rates, 
the estimates of total costs based on 
the imputed values would give ati 
unrealistic and even misleading 
picture. This is evident from the 
findings of the Farm Management 
Studies mentioned above. On the 
basis of total costs (or coat C) 
which includes also the imputed 


^-waubt-ba vthfe -mmsMg x>f--tfeeL 

•inputs to 

output jForarrtf&igbt this ■ afcovep** 
income. 

single biggest item in total costs 
and since it is very scarce relative, 
-to labour, net income per utut of 
this scarce factor could serve as a. 
meaningful, though partial, indica¬ 
tor of farm efficiency for economic 
policy. •" 

Table 2 gives the figures of -aver¬ 
age net value added or net-income 
per acre per annum for various 
size-groups in different regions for 
which data from Farm Management 
Studies are available. Net income is 
obtained by deducting from the 
gross Value of output die input 
values of seeds, manures, fertilizers, 
irrigation charges, feed of bullocks 


Table 1 : Cost* tm Indivisible Equipment, (he Proportion of Family Land 

and Family Labour 


Regkm 


, l. Uuar jpmtom • ■ 
2 Punjab 
9 Weal Bengal 
4 Andhra 
6 Madhya Pradesh 


Cost* on Indivisible 
Equipment 
(Percentage of 
. . Gross Output; 


Bollocks Implements <£>" 


1 Bombay. 

Sources i For dodimai 

m-aiuft 

Pr adesh, 11 

■ *. isf&ss, * 

■ ‘ and HP\ % 

-./ .;-2fr_apd ,43 
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___ -- in fixed (flip 

bdUsdcs, implements, 
rrtat&tacey and him constructions. 
Wherever possible, labour charges 
(both family and hired) for the 
upkeep of animals have been sepa¬ 
rated from bullock costs. A signifi¬ 
cant fact emerging from Table 2 is 
.that net income per acre is tela* 
lively higher amo’ng small size 
groups mod tends to decline among 
me larger farms. Land is expressed 
here in terms of simple acres, un- 
standardized with respect to fertile 

S . But there is no reason to think 
at die fertility of soil would he 
loWOr on larger farms. The declin- 
frig tendency does exist in regard 
to the current fertility of land which 
is made up of the -original fertility 
And fertility resulting from man¬ 
made improvements on land — the 
latter indicating the efficiency of 
land utilization. The average per 
acre rental values for each size- 
holding for some regions given in 
brackets clearly indicate that the 
capital values per unit of land must 
be higher among smaller size groups 
and that these values decline as the 
farm size increases. The higher 
values reflect fn part the availability 
of irrigation which is proportionate¬ 
ly higher on smaller size farms (see 
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Faria Management Studies) t^Ea-It¬ 
self it an indicator of a higher 
degree of capital formation. Partly 
the differences reflect variation* in 
other man-made improvements On 
land which also represent capital 
formation. It is reasonable to sup¬ 
pose that the lower the level of in¬ 
come of the cultivator, the greater 
will be his attachment and concern 
for his land — the principal means 
of production — and consequently 
the greater will be the incentive to 
make improvements on it. 

‘SmaUneW no. Deterrent 

These facts indicate that the 
‘smallness 1 of size has not proved a 
particular deterrent to capital cons¬ 
truction through the application of 
surplus labour. Nor has it prevent¬ 
ed the cultivators from realizing 
higher net income per acre. If the 
element of over-estimation in the 
present figures of bullock costs for 
small size groups is eliminated, the 
net incomes per acre would turn 
out to be even higher. At the same 
time, these figures cannot be taken 
to imply that the higher net-income 
per acre among smaller size-group 
is attributable to the ‘smallness* of 
size as such. Rather, they are trace- 


aide to (amts making for intentf» S 


of mltiw#toa, , vta, better irrigatio*, 
intensity dt cropping and larger ap¬ 
plication flf family labour, h is obvi-' 
ous that opto a point in the size 
range these factors have little to do 
with farm size as such hut are prom¬ 
pted by the need to secure a mini¬ 
mum subsistence for the farm-family. 
The efficiency of the managerial fac¬ 
tor among these size-group may be 
a contributing factor. Among the 
large-sized farms, on the other hand, 
management may be both insufficient 
to meet the increased needs of 
supervision and inefficient owing to 
the dissociation of ownership from 
management on the one hand and of 
management from work, on the 
other. In fact, this may explain 
why labour input per acre among 
large sice-groups is found to be re¬ 
latively lower (see Farm Manage¬ 
ment Studies). 

Thus, from the standpoint of effi¬ 
ciency the basic problem is not so 
much the ‘uneconomic*. nature of 
small holdings as ’the insufficiency 
of inputs, particularly labour, and 
the consequent low productivity per 
acre among larger farms—.particu¬ 
larly those above 10 acres which 
are . known to account for over two* 


M, 

Vj’.jp 
?#, 
. . 


Tuble 2 ; Net Income and Rental Value 

(In Rupees Per Acre) 


Size-group 

(acres) 


Uttar 

Pradesh 


Upto 

1.26 - 

2.51 - 

3.76 - 
5.01 - 


1.25 

2.50 
3.75 

5.00 

7.50 


7.51 - 10.00 
10.01 - 15.00 
15.01 - 20.00 
20.01 - 25.00 
25.01 - 30.00 
30.01 - 40-00 


40.01 

Above 


50.00 

50.00 


( 1 ) 


120 


137 

117 

129 


110 


Punjab 

( 2 ) 


130 

(73) 


129 

(67) 


119 

(59) 


104 

(55) 

109 

(49) 


Went 

Bengal 


. (3) 
184 
188 
184 

162 

200 

195 

136 


Andhra 


Madhya 

Pradesh 


Madras Bombay 


(5) 


( 6 ) 


(7) 


163 


354 

(204) 

305 

(192) 

285 

(175) 

236 

( 168 ) 

234 

(176) 
213 

(169) 

282 

(1«5> 


239 

(15*) 


J 


79 


69 

71 

66 

66 

67 

71 

67 




132 

(50) 

456 

(SO) 

126 

(39) 

129 

(43) 

89 

(*7) 

45 

( 2 !) 

61 

(30) 


44 

(15) 


54 

(18) 


70 

( 11 ) 

36 

( 12 ) 

36 
(IS) 

34 

( 6 ) 

43 

(7) 

37 

S> 

( 6 ) 


Note- The figures of rental values are given in jackets. Size-wise figures of rental values of owned land ale not avail¬ 
able fbrUtttr Pradesh, West Bengal and Madhya Pradesh, 


Sources : Studies in Economics of Farm Management:; Uttar Pradreb, Punjab,. West Bengal, Madras and Bombay, for the 
yean 1954-55, 1955-56 and 193857; Madhya Pradesh for the years 1955-56 and 1956-57; and Andhra for die 
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^Tr? 1957-38' and 1958-59. 
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third? of total cultivated area. The the existing structure of land owner- the economic point of. view, is be- 

■hove analysis suggests that under ship is not to be disturbed, then htg gradually adopted in many 

tfee system of family-farming and the introduction of mechanized pro- parts of the country.; In view of tin- 

labour-intensive techniques, produc- cesses would become necessary for existing high man-land ratio and 

tivity of land and total output can .a more effective utilization of land, the concentration of land-ownership, 

be increased if the structure of as this would lessen the supervisory the mobility of land* to the extent 

land-ownership is altered and a and managerial bottlenecks on far- it takes place from the larger to 

more even distribution is ensured as ger farms. Of these ,two alternatives, the smaller or middle-sized groups 

this would, among other things, the former has already proved far through sales and purchases and 

make fgr greater identity between from politically feasible. The latter, through tenancy on a commercial 

the factors of ownership, manage- though not quite desirable, at any basis, should be considered desir- 

inent and labour. Alternatively, if rate in the immediate future, from able. - 


IISCO-STANTON Cast Iron Spun Pipes 

MsCa to US 1 M 1 of IBM ami Vertically Cast Pipes to BBS 71 of IBM. 

IISCO pipes ire used throughout the length and breadth of the country. 
Among the big projects that have already used IISCO pipes are: the 
Mattanchery Pro|ect at Ernakulam, 8,62.000 Rft; the Water Supply and 
Drainage Scheme In Madras State. 48,02,000 Rft and the Ajmer Water 
Supply Scheme. Rajasthan, 3,69.000 Rft. Today, IISCO pipes are belnz 
again employed at: 


C. I. 

PRESSURE 

PIPES 


Pstratu Water Supply Protect 
A/c. Chief Engineer, P H.E.D.. 
Bihar, Patna. 


Scheme 

opment 


Coal Mines Water Supply 
A/c. National Coal DaveU 
Corporation Ltd. 

Municipal Corporation of Delhi. 

Ahmadabad Municipal 
Corporation. 

Fertilizer Corpn. of India ltd., 
Namrup Project, 

The Chief En|lneer. L.S.G.E.D.. 
Lucknow. 

Corporation of Madrai. 


Tlie Executive Engineer, P.H., 
Vteakhapatnam. 

The Pub Ik Health Engineer, 
M.P. Bhopal. 

Maharaahtra State Electricity 
Board. 


V* to 30" Spun Pipit I,J6.0S0 ft. 53S5 tonnta 

approx. 


24" to 36" Spun 
A V.C. Pipes 


Id'' to 27" Spun Pipes I.2W9I ft. 5456 
53.613 ft. 11941 

*0" V.C. Pipes 
16" to 24" Spun Pipes 
15" to 27" Spun Pipea 


art© 33" Spun 
A V.C. Pipe* 

16" to If Spun Pipe* 

10" to 36" Spun 
A V.C. Pipes 


5.676 ft. 2365 

22.874 ft. 1661 

25.6*5 ft. 1448 

21.766 ft. 2135 

16,605 ft. 196 

10.456 ft. 1375 

21.000 ft. 1761 


21" Spun Pipes 
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WORKS : BURNPUR t KULTI 
BALI* DEPARTMENT, 13. MISSION ROW. CALCUTTA I 

H«»|i»jA|»u: MARTIN BURN LTD., 

MARTIN BURN HOUSE. CALCUTTA I 
Branch*.: NEW DELHI BOMBAY KANPUR PATNA 
AfWO In South India: THE SOUTH INDIAN EXPORT CO, LTD- MADRAS I 
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-Term Appraisal of Third Plan-I 




qpHE Th* 1 ^ Plan was conceived of 
1 as “the first stage of a decade 
or more of intensive development 
leading to a self-reliant and self¬ 
generating economy”. Its major 
targets were an increase in agri¬ 
cultural production of 30 per 
cent, in industry of 70 per cent and 
in national income of 30 per cent. 
The “Mid-Term Appraisal” of the 
Plan by the Planning Commission, 
released last month, leaves little 
room for hope that any of these 
targets will be achieved. 

In the first two years of the Plan 
the annual rate of increase of na¬ 
tional income is estimated to have 
been about 2.5 per cent as compar¬ 
ed to the average rale of over 5 
per cent per annum envisaged for 
the five-year period. At this rate, 
national income has probably bare¬ 
ly kept pace with the growth of 
population, leaving per capita in¬ 
come untouched. The target of in¬ 
crease of per capita income is 17 
per cent over the five years, or over 
3 per cent per annum. If the target 
of increase in national income is to 
be achieved now, the annual rate of 
growth in the last three, years of 
the Plan would have to he about 8 
per cent — a rate higher than that 
considered possible for the Fourth 
Plan on the assumption that the 
Third Plan achieved all that was 
expected of it. 

The principal reason for the dis¬ 
appointing rate of growth of na¬ 
tional income is the set-hack in 
agriculture, which is still the largest 
proportionate contributor to national 
income. As against the average an¬ 
nual rate of 5 per cent expected in 
the Plan, aggregate agricultural 
production rose marginally by about 
1 per cent in 1961-62 and then de¬ 
clined by over 3 per cent in the 
following year, so that in 1962-63 
the index of agricultural production 
was actually lower titan in the last 
year of the- Second Plan. Within the 
agricultural sector the trends in res¬ 
pect of individual crops have varied. ( 
Foodgrains production as a whole 
showe.d no increase in the first year, 
remaining at about 79.7 million 
tons, the level of the last year of 
the Second Plan, and. then declined 
to 77.5 million tons in 1962-63. The 
output of both rice and wheat, the 


principal food crops, declined signi¬ 
ficantly in 1962-63. Among the cash 
f tops, output of sugarcane was 
lower in both years compared to 
1960-61, and that of cotton fell 
sharply to 45 lakh bales in 1961-62 
hut rose in 1962-63 t 0 the 1960-61 
output of 53 lakh hales. 

Industrial Sector also Disappoints 

While the set-hack in agriculture 
has been the principal contributor 
to the shortfall in the rate of growth 
of national income, the performance 
of the industrial sector has been by 
no means in keeping with Plan ex¬ 
pectations, Compared to the ex¬ 
pected average annual growth rate 
of about 11 per cent, industrial pro¬ 
duction rose by 6.5 per cent and 
8.0 per cent in the first two years. 
It is true that the. rate of growth of 
output of capital and intermediate 
goods -industries hfts been higher 
than that of the general indAx, but 
most of even these industries lag 
behind targets. In fact what is more 
significant than the set-back in ag¬ 
gregate production is tile fact that 
the shortfalls have occurred in the 
very industries which are of crucial 
importance, like iron and steel, 
aluminium, machine tools, heavy 
chemicals, fertilisers, etc. and that 
the gaps are not expected, even by 
the Planning Commission, to be 
bridged in the remaining years of 
the Plan. The Fourth Plan, there¬ 
fore. will have to start with appre¬ 
ciably lower supplies of vital capi¬ 
tal and intermediate goods than 
postulated in the long-term perspftc 


in the Third Plan document. ■’ 

When one turns from production 
to investment and outlay, the picture 
is substantially changed. The total 
outlay of the Centre, and the States 
during the three years 1961-64 is 
estimated at alvout Rs 4,200 crores 
or about 56 per cent of the five, year 
provision (see Table 1), And jud¬ 
ging hy the rate at which outlay has 
been rising during the first three 
years and in the light of the position 
in regard to the availability of' fi¬ 
nancial resources, it may hie con¬ 
fidently expected that the targets of 
financial outlay will he broadly 
achieved, if not exceeded. As for the 
private sector, while estimates Of 
investment are understandably more 
difficult to make, data plating to 
capital jjSfl’ucs. hank and other insti¬ 
tutional credit to industry, impOrti 
of capital goods, etc, lead the Plan¬ 
ning Commission to coricludte that 
aggregate private investment in in¬ 
dustry in the first two years of the 
Plan has kept up to Plan expecta¬ 
tions. •>’ 

The Plan visualised an invests 
ment of Rs 6,300 crores in the pub¬ 
lic sector. In addition, there was 
a provision of Rs 1.200 crores for 
financing curre'nt outlays on the 
Plan. Thus the aggregate financial 
provisioti for the public sector plan 
came to Rs 7,500 crores. Table 2 
indicates the pattern of financing of 
Plan outlays in the first three years. 
It is immediately apparent that 
there have been some .significant 
divergencies from the expected, pat¬ 
tern. The contribution of current 


live plan for the economy contained 

Table 1 : Outlay by Head of Development 


Agriculture and Community 
Development 

’> Major and Medium Irrigation 
and Flood Control 
^•Bower 

Industry and Minerals 
Village and Small Industries 
Transport and Communica¬ 
tions 

Social Services and 
Miscellaneous 
Inventories * 


(Rs 

Crores) 





Plan 

1961-62 

1962^63 

1963-64 Total 

(5) as per 

Provision 

Actual 

Revised 

Budget 

cent of (1) 

(11 

(2) 


(4) 

(3) 

(6) 

1,068 

147 

_ 

187 

227 

561 

58 

650 

104 

120 

117 

341 

52 

1,012 

139 

183 

247 

569 

56 

1,520 

186 

258 

365 

809 

58 

264 

38 

44 

44 

126 

48 

1,186 

302 

361 

389 

1,052 

71 

1,300 

214 

261 

265 

740 

87 

200 

— 

- - 

— 

— 



* Expenditure on inventories is distributed under vsrious heads. 
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; 11 ** ttai a^iitfve, '•*» 'agakMf 'lb ,550 
crores lor \A&h the Plan took cre¬ 
dit over the live-year period. Tfeij Is 
hv, spite of the fact that normal, tax 
. receipts, at 1960-61 rate* of taxa¬ 
tion, both’ at the Centre and in the 
States were under-estimated in the 
Plan and, on the basis of trends in 
.die first three years, are expected to 
exceed the Plan estimate by no less 
than Rs 800 croree over the period 
.1961-66. That there still has been 
a sizeable deficit in current reve¬ 
nues is because non-Plan expendi¬ 
ture has exceeded all expectations. 
A large part of the deficit occurs in 
die Centre’s 1963-64 Budget in 
.which current revenues show a de¬ 
ficit balance of Rs 433 crores, large¬ 
ly due to the steep rise in defence 
spending. In the light of die expe¬ 
rience of the first three years, it may 
be taken for granted that the con¬ 
tribution of current revenues to 
Plan finance would be negative over 
the five-year period. 

Tax Revenues Boom 

The five-year target of additional 
taxation to be undertaken by the 
Centre is Rs 1,100 crores. Addi- . 
tional taxes introduced in the first 


■ aWt 68 per OMt* alFthis figure so 
fsr,' Over the Plan period as * 
whole the aggregate yield from them 
is estimated at a little over Rs 
1,900 crores, exceeding the target 
by about R s 800 crores. For the 
States the five-year target of addi¬ 
tional taxation is Rs 610 crores. 
The effort made so "far, however, 
has been disappointing, the. addi¬ 
tional revenue likely to accrue over 
the five years from the additional 
taxes introduced in the first three 
years being estimated at Rs 500 
crores. Taking the Centre and the 
States, die yield from additional 
taxation is thus likely to exceed 
the Plan target by about Rs 700 
crores even if no fresh taxation is 
introduced ■ in the remaining two 
years. However, even this sub¬ 
stantial improvement would not be 
adequate, to offset the deterioration 
under the item “balance from cur¬ 
rent revenues”. 

In view of the performance in 
the first three years, it appears 
likely that the contribution of the 
Railways over the five-year period 
will exceed the Plan estimate of 
Rs 100 crores by Rs 40 to 50 
crores. On the other hand, sur- 

TaUe 2 ■ Financing the Plan 

(Rs Crores ) 


mi' lm 

of’.^isaSlrf 

fu 300 crows. ExctudmgPost* and 
Telegraphs, the other public enter¬ 
prises yielded no smphtt at all j„ 
the first two years. Enterprises 
within the purview of the States 
showed a surplus of R* 75 crores 
hi the first three years, a major 
pan of this <xmm from State 
electricity undertakings, On the 
whole, the contribution a if State 
enterprises is expected to reach 
close to the target of Rs 150 crores 
over the five years. 

Public 

Bon 1 owing 

In the first three years, the 
Centre and the States have together 
covered 69 per cent of the target 
in respect of market loans. It needs 
to be noted, however, that the 
States have been drawing on the 
market at a rate much faster than 
that visualised in the Plan. Over 
the five years, total market borrow¬ 
ings are expected to exceed the 
target of Rs 800 crores. As for 
Kinall savings, the collections in 
the first three years amount to 
about Rs 327 crores, so that if the 
Plan target is to be achieved receipts 
in the last two years would have 



Five Year Pattern of Financing 
ar Visualised in the Plan 

Centra * States Total 

1961-62 to 

Centra States 

1963-64 

Total 

(4) as 

Per Cent 
of (1) 

(5) as 

Per Cent ) 
of (2) | 

(6) as 

Per Cent 
of (3) 

« 


1- 

2 

3 

4 

6 

6 

7 

8 

9 

1 

Balance from Current Revenues 

410 

140 

.WO 

—389 

+110 

—279 

■ r - 

7» 

. 

2 

Additional Taxation 

1,100 

810 

1,710 

743 

188 

931 

68 

31 

64 

3 

Railways’ Contribution *• 

100 

— 

100 

72 

— 

72 

72 


72 

4 

Surpluses of Other Public 
Enterprises f 

300 

160 

450 

67 

72 

139 

~ 22 

48 

31 

S 

Market Loans ft 

476 

326 

800 

272 

276 

548 

67 

86 

69 

6 

Small Savings j 

213 

387 

600 

136 

192 

327 

63 

50 

66 

7 

Unfunded Debt 

183 

82 

260 

132 

46 

178 

72 

66 

67 

S 

Steel Equalisation Fund 

106 

— 

ior- 

26 


26 

25 

— 

26 

8 

Balance of Miscellaneous 

Capital Receipts over Non-Plan 
Disbursements 

428 

—268 

170 

483 

—49 

43T 

113 



10 

Total of items 1 to 9 

8,814 

1480 

4,760 

1.641 

886 

2,876 

46 

68 

50 

11 

External Assistance }t 

2J00 

— 

2,200 

1,206 

— 

1,206 

55 

-- 

85 

12 

Deficit Financing 

524 

26 

660 

624 

—8 

616 

119 

—T- 

112 

IS 

Total of items 16 to 12 

6£S8 

1,482 

7,600 

8,871 

827 

4,198 

86 

67 

66 

14 

Central Assistance for State 

Plans 

-2,375 

2,376 

, __ 

-1,25P 

+1,258 


63 

_ 


IS*' 

Total Resources 

8,088 

8,887 

74»« 

2,163 

2,636 

4,198 

5ft 

68 

96 


Includes Union Territories 

amount railed by way of changes in fares and freights which is included under item 2 
amount railed by way of changes in postal rates' which is included under item 2 

the Plan, receipts under market loads refer to net absorption of Government securities by the Public. Cones- 
financing refers to changes in *0pveratnentY indebtedness to the Reserve Bank, 
bonds, gold bonds and receipts from compulsorydeposit scheme t! 

t receipts from foreign grams and loans as well as net accretion of rupee resources arising from P L 480 
imports during the Third Plan period. \ 
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to order u 

in Receipts 

from dm are expected 

to be atWiflU SO crores higher 
than estinarted, mainly owing to 
larger funds being available under 
orovident fund schemes for Gov¬ 
ernment employees. 

On account of the upward revi¬ 
sion of die ateel retention prices 
and the shortfall in steel output, 
accretion* to the steel equalisation 
fund would be substantially lower 
than Rs 105 crores expected in the 
Plan. The excess of “miscellaneous 
capital - receipts” over non-Plan 
disbursements is expected to show 
an improvement over the estimate 
of Rs 170 crores made in the Plan. 
Similarly, counterpart funds from 
import of foodgrains under PL 480 
available for financing the Plan 
will be, it is expected, Rs 500 crores 
over the five years as against the 
Plan estimate of Ra 400 crores. 

It is, however, in respect of de¬ 
ficit financing that the five-year 
target has already been exceeded. 
In the first three years deficit 
financing by the Centre is expected 
to amount to Rs 624 crores as 
against the Plan estimate of Rs 
550 crores for the Centre and the 
States together over the five years. 

Summarising the general posi¬ 
tion in respect of internal resources 
the “Appraisal” states: “On the 

assumption that external assistance 
ffn the scale required would be 
forthcoming, that every effort would 
bo made to realise the Plan esti¬ 
mate in respect of small savings 
and that it would be possible to 
avoid further significant increases 
in non-Plan expenditure, the over¬ 
all resources position for the five- 
year period should, on present 
indications, show a marginal im¬ 
provement over the estimate indi¬ 
cated in the Plan”. Elsewhere it is 
stated that “considering the actual 
pace of implementation in diffe¬ 
rent sectors, it is reckoned that, 
over the five-year period as a 
whole, the total outlay in the public 
sector... might be close to Rs 
8,000 crores”. 

Balance of Payments 

The Plan estimate of the gap 
between total imports during the 
five years and the capacity of the 
country to pay for them out of its 
own earnings is Rs 2,600 crores — 
Rs 1,900 crores for imports of 


iSfc. 
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40 <1 machinery re¬ 
quired for Plan projects and Ra 700 
crores for non-project import* and 
re-financing external debt As 
against this the gap between im¬ 
port payments and foreign exchange 
earnings was Rs 390 crores in 
1961-62 and Rs 359 crores in 1962- 
63 which was covered as follows: 



1961- 

62 

(R* 

1962- 
63 
crores) 

IMF drawings 

119 

12 

Private foreign investment 
(gross inflow excluding 
retained earnings) 

22 

26 

Disbursement of foreign 
assistance 

243 

319 

U*e of foreign exchange 
reserves 

6 

2 

Total 

390 

359 


Export earnings in 1961-62 at 
Rs 667 crores were in keeping with 
Plan estimates. On the other hand, 
there was a net outflow of Rs 12 
crores in respect of ‘invisible’ tran¬ 
sactions (excluding official dona¬ 
tions) as compared to a net inflow 
of Rs 22 crores assumed in the 
Plan. Total import payments, ex¬ 
cluding PL 480 imports, amounted 
to Rs 916 crores which was Rs 215 
crores less than the estimate of Rs 
1,131 crores made in the Plan. The 
outflow on capital account (exclud¬ 
ing official loans and private foreign 
investment) amounted to Rs 129 
crores which was close to the Plan 
estimate of Rs 133 crores. However, 
disbursement of external assistance 
(including private investment) was 
only Rs 265 crores as against Rs 
575 crores expected in the Plan. 
This necessitated recourse to the 
1 M F to the extent of Rs 119 
crores and drawing down foreign 
exchange reserves by Rs 6 crores. 
The year 1961-62 was thus one of 
severe strain on the balance of 
payments, principally due to the 
unexpected outflow on the invisible 
account and the inadequacy of non¬ 
project assistance, 

The situation improved in 1962- 
63. Export earnings increased by 
Rs 15 crores to Rs 682 crores. And 
while the outflow on account of 
invisible was about the same as in 
1961-62, that on capital transactions 
was only Rs 58 crores as against 
Rs 129 crores in 1961-62. Utilisa¬ 
tion of external assistance (includ¬ 
ing private investment) also im¬ 
proved, being higher by Rs 80 
crores. These factors made it 


possible to Jumbo* an impart bilf' W 
higher by JU 57 crores than in 
1961-62 without drawing on the 
IMF except to the extent of Rs 
12 crores and with only a marginal 
reduction of Rs 2 crores in foreign 
exchange reserves, 

External assistance amounting 
to Rs 703 crores was carried over 
from the Second to the Third Plan. 
This included Rs 329 crores of ad¬ 
vance commitments, mainly by the 
USSR and other Eastern Euro¬ 
pean countries, earmarked speci¬ 
fically for Third Plan projects. The 
Aid-lndia Consortium committed 
Rs 1,126 crores for the first two 
years of thei J^jan. In addition, 
assistance amounting to Rs 20 
crores was authorised by non-Con- 
sortium countries. Finally, grants by 
the U S A and Canada outside the 
Consortium amounted to Rs 16 
crores. Thus the total external 
assistance authorised for the Third 
Plan up to the end of March 1963 
came to Rs 1,865 crores. Of this, 
Rs 1,470 crores were tied to pro¬ 
jects and Rs 395 crores were avail¬ 
able for non-project imports. Of 
the total project aid available, Rs 
359 crores (25 per cent) had been 
utilised up to March 31, 1963. 

Utilisation of non-project aid was 
proportionately higher at Rs 215 
crores (54 per cent). {There was 
thus a balance of Rs 1,291 crore* 
of authorised aid at the end of 
March 1963 — Rs 1,111 crores of 
project assistance and Rs 180 
crores of 'non-project assistance. 

Prospects for Last Three Years 

An attempt is made in the 
“Appraisal” to judge the prospects 
for the balance of payments in the 
last three years of the Plan. Dur¬ 
ing this period exports (including 
from Goa) are expected to be Rs 
2,300 crores, so that the Plan tar¬ 
get of exports of Rs 3,700 crores 
over the five years will be just 
achieved. But since this includes 
actual and expected exports from 
Goa of about Rs 90 crores, there 
has been, ip effect a shortfall of 
this order in the Plan export tar¬ 
get which was exclusive of exports 
from Goa. The net outflow on in¬ 
visible transactions is expected to 
increase in the last three years of 
the Plan, mainly because of larger 
interest payment tfn Government 
account, and is likely to be about 
Rs 100 crores. Similarly, the net 
outflow on account of capital tran- 
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sactions is also expected to rise 
progressively and amount to about 
Rs 400 crores in all during the 
three years. 

Thus from the estimated export 
earnings of Rs 2,300 crores during 
1963-64 to 1965-66, Rs 500 crores 
will go to meet the outflows on ac¬ 
count of invisible and capital tran¬ 
sactions; a further amount of Rs 
100 crores will he needed to meet 
payments that will fall due during 
this period for project imports 
against commitments out of free re¬ 
sources entered into up to the end 
of March 1963, leaving a balance 
of Rs 1,700 crores for financing 
fresh imports. As against this, the 
requirements of non-project imports 
during the three years is placed at 
Rs 2,400 crores so that even if all 
the free foreign exchange earnings 
are used for non-project imports, 
there will still be a gap of Rs 700 
crores. Allowing for the balance of 
non-project aid available at the end 
of 1962-63 and the likely spill-over 
of such aid into the Fourth Plan, it 
is estimated that additional non- 
project assistance required for the 
last three years of the Plan will he 
about Rs 650 crores. Of this, the 
Aid-India Consortium has promised 
about Rs 200 crores of non-project 
aid for 1963-64, so that about Rs 
450 crores of non-project has yet 
to be secured for the Third Plan. 

The “Appraisal” does not attempt 
to estimate foreign requirements 
for Plan projects. It is recognised, 
however, that it would he “consi¬ 
derably larger” than the sum of Rs 
2,030 crores mentioned in the Plan. 
Against this, foreign exchange fi¬ 
nance for commitments of a little 
over Rs 2,100 crores is already 
“in sight”. This figure is broken 
down as follows : 

(Rs crore i) 

External assistance available 

at the end of March 1963 1,470 


Project aid committed by 
Aid-India Consortium for 
1963-64 301 

Commitments already made 
out of export earnings 300 

Private foreign investment 
available for project 
imports 150 

Total 2,12! 


It needs, however, to be pointed out 
that the carry-over of aid from the 
Third Plan into the Fourth is likely 
to be “much larger” than the carry¬ 
over from the Second to the Third 
Plan which was itself about Rs 400 
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crores (excluding advance commit- 
monte of aid specifically earmarked 
for Third Platt projects). The 
rough approximation of aid already 
“in sight ’ to the estimate of total 
requirements of project aid is, there¬ 
fore, misleading and gives no idea 
of fresh project aid required in the 
last two years of the Plan. According 
to the “Appraisal” : “The actual 
requirements of project assistance 
during the last two years of the 
Third Plan are being scrutinised in 
detail at present in connection with 
the next meeting of the Consortium 
which is expected to take place 
early in 1964. A more precise pic¬ 
ture of the requirements and the 
availability will emerge only after 
the conclusion of this meeting". 

Prices 

Given the trends in output and 
outlay discussed above, severe pres¬ 
sure on prices was to be expected. 
This pressure came, to the surface in 
the Plan’s secouad year. In 1961-62 
the general price index declined by 
3.6 per cent, mainly as a result of 
the increased ability of agricultural 
commodities from the 1960-61 crop. 
Since April 1962, however, the trend 
of prices has been upward, with the 
prices of foodgrains rising more than 
the general index. The price rise, 
which was about 3 per cent in 
1962-63, really gathered momentum 
in the current year, the increase in 
the general index between April and 
September being no less than 8 per 
cent. .Once again, the bulk, of the 
increase has been in the category of 
food articles, particularly rice, sugar 
and gur. 

The increase in the general price 
index since the begining of the Plan 
lias been about 7 per cent. This by 
itself would not be unduly alarming, 
but for two reasons. First, it follows 
the increase in prices that had occur¬ 
red in the last Plan. During the 
Second Plan period, the general in¬ 
dex of wholesale prices and the in¬ 
dex of food prices both went up b) 
about 30 per cent. Second, the 
principal increase during the last 
2j years has been in the prices of 
food articles and essential consumer 
goods. 

If the failure of the expected re¬ 
lationships between outlay and out¬ 
put to materialise was the cause of 
the rise in prices, the latter has itself 
contributed, to widening the gap 
between investment and production. 


S : ' fccON 6 u i c „’-wi t *l y 

A part of the reason vrhy a financial 
outlay of the order envisaged in the 
Plan, or even slightly larger, will 
not achieve the expected increase in 
national income or industrial and 
agricultural production is that be¬ 
cause of the price increase in the 
meanwhile, in real terms the Plan 
outlay is lower today than when the 
Plan was formulated. 

This is not to say that the rise 
in prices is the only, or even per¬ 
haps the most important, factor res¬ 
ponsible for disrupting the invest¬ 
ment-output relationships postulated 
in the Plan. Shortage of foreign 
assistance, particularly non-project 
assistance, has no doubt been a signi¬ 
ficant factor, though exactly how 
significant is not clear from the 
“Appraisal”. Similarly, procedural 
or administrative delays have no 
doubt taken their toll. But the 
most im]:>oriant factor responsible 
perhaps is that a number of the 
major projects included in the Plan 
had not been worked out in suffi¬ 
cient detail at the time of the Plan’s 
formulation. The result has been 
that estimates of costs and of time 
required to complete the projects 
have turned out to be highly opti¬ 
mistic. A rough idea of the extent 
to which cost estimates have gone 
wrong may be had from the follow¬ 
ing figures : 
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(1) 

(2) 

(3) 

1,3.30 

1,630 

23 

Minerals 
Transport and 

478 

662 

38 

Com rn uni. 
lions 

1,630 

2,070 

27 


The outlay on achievements of 
the various programmes of develop¬ 
ment will be discussed in some de¬ 
tail in these columns next week. 
It, however, needs to be said here 
that considering how tentative the 
estimates relating to many of the 
major projects included in the Plan 
were at the time of its formulation, 
the overall targets of outlay and 
output given in the Plan are, to a 
great extent, notional. In the pro¬ 
cess of its implementation this has 
emerged as the principal weakness 
of the Third Plan. 


(To be Concluded) 
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Works Limited 


Lala Charat Ham 


'J’HE following is the Speech by 
Lala Charat Ram, Chairman. 
Board of Directors, The Jay Engi¬ 
neering Works Ltd, delivered at the 
26th Annual General Meeting of 
the shareholders of the Company 
on the 5th December, 1963, at 
Calcutta: 

Ladies & Gentlemen, 

I have great pleasure in welcom¬ 
ing you to the 26th Annual General 
Meeting of the Company. 

End of an Era 

As you are aware, Sir Shri Ram 
Ji, who could well be called die 
father of The Jay Engineering 
Works, passed away on the 11th 
January this year. This completes 
one era in die growth of our Com¬ 
pany, which started rather humbly 
in a mptor garage. From such 
humble, beginnings, to a widely 
public owned company, employing 
■nearly Rs 14 crores, is the culmi¬ 
nation of the great entreprenurial 
and management effort which Sir 
Shri Ram Ji brought to bear on the 
affairs of the Company. 1 am fully 
conscious of the responsibility that 
rests on all of us now for continu¬ 
ing this process of growth, and tin- 
high traditions that we have inher¬ 
ited. 

Decline in Profits; Effort of 
Govt Levies 

I owe an explanation for the 
reduction in profits which has 
necessitated a reduction in divi¬ 
dends, as well as in the. remunera¬ 
tion of Managing Agents and the 
profit sharing bonus of the workers, 
f had referred in my speech at the 
last Annual General Meeting, to 
the many escalating factors hear¬ 
ing on the cost of production of 
industrial goods. The situation has 
continued to worsen during the 
year, and the incidence of excise 
and import duties oh raw materials, 
raw material prices. railway 
freight etc. went up further sub¬ 
stantially. Furthermore, the Sup¬ 
reme Court decided that the Com¬ 
pany must make Provident Fund 
contributions on a part of produc¬ 


tion bonus payments made to em¬ 
ployees, and provision has had to 
be made for this liability, retro¬ 
spectively from January 1960. The 
Hyderabad Factory which com¬ 
menced operations during the year, 
suffered a loss because of the usual 
initial troubles, which has also con¬ 
tributed in reducing the overall 
profits of the Company. J am glad 
to he able to state, that the opera¬ 
tions of the current year as of date, 
are satisfactory, and the year should 
end with a much better showing, 
if no untoward happenings mar 
the operations. My reference here 
is to the unfortunate reactions of 
labour to the reduction in their 
profit sharing bonus payable on 
the basis of subsisting terms which 
have been in operation for all these 
years. We are attempting to avoid 
any adverse reactions on this ac¬ 
count, but it is uncertain as to 
what direction the labour leader¬ 
ship will take. 

Inflatory Tendencies in the Country 

The "cost-price” squeeze situa¬ 
tion. in which the Company finds 
itself, is typical of industrial opera¬ 
tions all over the. country. There 
is much talk about holding the 
price line, and everybody, whether 
it be the Government, or the labour, 
or the consumer, seems to he busy 
enlarging upon the responsibility 
cast on everybody else, for keeping 
prices down. The snag is that 
prices are not a function of sur- 
facial agitation, hut of inter-acting 
economic forces which are not neut¬ 
ralized bv the effusion of gratis 
advice. You will observe that the 
bulk of increase in costs in our, 
and for that matter any other ope¬ 
ration. is almost entirely due to 
official imposts, or increase in costs 
of Government sponsored services 
like transport etc. I am not un¬ 
appreciative of the need for addi¬ 
tional revenue caused bv the viola¬ 
tion of our frontiers by Main land 
China, and for purposes of econo¬ 
mic growth. I do hold however, 
that the steps that arc taken to 
meet these pressures, must not 
jeopardize the long term economic 
strategy of a developing country. 


the foremost requirement of which 
is drat inflation should not eat up 
the nominal addition to resources. 
It i« my submission that prices will 
lie held in check by abstaining from 
inflation oriented measures, and 
not by King Canutish decrees. 

Need for Change in Labour Outlook 

Our relations with labour during 
the year under review have been 
good. I am however apprehensive 
of increasing tendency in the coun¬ 
try' to think of industrial labour as 
an absolute over-riding group in 
the community, instead of being 
an integral part of a homogeneous 
whole whose interests are in defi¬ 
nite alignment with those of other 
components of the community. The 
industrial worker community forms 
barely 1% of the total population 
of the country, and in the national 
interest it would be worthwhile for 
this community to consider the 
impact on the total economy of its 
policies. Their leadership has led 
to short-sighted demands in the 
matter of annual emoluments and 
working conditions which have 
little relationship with the require¬ 
ments of the country’s economy. 
It is saddening to see the image of 
conflict of interest that is sought 
to he created between the emplo¬ 
yees and the industry of the coun¬ 
try. It is forgotten that the inte¬ 
rests of the two are identical and 
the primary challenge for both is 
to enlarge the size of the economic 
pie, rather than quarrel over one’s 
share in a constant, or a diminish¬ 
ing pie. More and better jobs, im¬ 
proved wages, and better working 
conditions are possible only if in¬ 
dustry is productive and profitable. 
If planners and politicians are 
really to solve the problem of un¬ 
employment, there is need to under¬ 
stand how jobs come into being. 
Jobs exist not because of some im¬ 
personal automatic phenomenon 
called “consumer purchasing 
power”, but because of growth of 
industry. 

Motivation of Industrial Growth 

Entrepreneurs start new ventures, 
or expand old ones only when they 
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we a prospect of profit commensor¬ 
ate -with the risks. It is immate¬ 
rial whether such ride taking entre¬ 
preneurial activity is sponsored by 
the State or by the people; that is 
a question of social liberty rather 
than of economics. What is im¬ 
portant ig to. understand that an 
economic enterprise tan perpetu¬ 
ate and expand itself only when it 
produces a reasonable return on 
investment for the service that it 
renders, and ploughs back a con¬ 
siderable part of such earnings. 
Anything that militates against this 
process of earning and plough 
back, cuts at the very roots of the 
concept of fuller employment. The 
shares of spoils of either an acquis¬ 
itive business or an acquisitive 
labour force cannot sustain for any 
length of time by increasing the 
demands on the consumer. They 
must be generated within the enter¬ 
prise by increasing productivity and 
lowering costs. This is the com¬ 
mon task of business and of labour, 
and can only be discharged by an 
understanding labour leadership, 
unhampered in its decisions by poli¬ 
tical and agitational considerations. 

One cause of the image of con¬ 
flict of interest to which I have 
referred above, is the mis-represcri- 
tation by certain elements, that 
business is made up of a few giant 
corporations; these elements haran¬ 
gue the imaginary few giant cor¬ 
porations o'n their “social respon¬ 
sibilities” and “duties”. Actually, 
this picture is quite false, and in¬ 
dustrial ownership is increasingly 
becoming more and more broad 
based. Far from being the cause 
of concentration of economic power, 
business, along with the intelligent¬ 
sia, the professional people etc. pro¬ 
vides a counter-vailing force against 
the concentration of all power in 
the ruling apparatus of the country, 
and thereby helps to keep alive the 
concepts of individual liberty gua¬ 
ranteed by our Constitution. 


Progress of Third Plan — Too Slow 

The Planning Commission has 
been undertaking what may be 
termed as an agonising reappraisal 
of the progress of the Third Plan, 
This appraisal has been revealing, 
and a matter of concern. Whereas 
iner^p^i^aaaiounts of money are 
hriqg poured in year after year, 
the resultant return on these in- 
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vestments is shewing a decreasing 
trend. Productivity of 'investment 
capital* is of vital importance, and 
if the fulfilment of an ideology is 
not more important than the provi¬ 
sion of increased quantum of goods, 
the Planning Commission and the 
Government might consider reori¬ 
enting the direction of the invest¬ 
ments being made in the country. 
The general index of industrial 
production has so far been less than 
half of what was visualized in the 
Plan. We can usefully learn some 
lessons from the war devastated 
economies of Japan and Germany, 
for the economic growth and up¬ 
lifting of our own country. Increas¬ 
ing fiscal allocations in our Plan 
budgets would be of little avail, if 
there is a decreasing return from 
these. The important fact has to 
be realised that the standard of 
living is meaningful not in terms 
of money, but what the money will 
buy, and money will only buy more 
goods and services, provided the 
productivity of investment increases. 

1 have dealt at length on some 
of the basic influences relevant to 
business enterprise, because we our¬ 
selves are to intimately affected 
by those factors. I believe it to he 
the duty of businessmen, to draw 
attention to the existence of such 
basic truths which can be disre¬ 
garded in policy making, only at 
the cost of economic stability and 
growth. 

I will mow refer to certain as¬ 
pects of our Company’s operations 
during the year. 

Increase in Production 

Production of sewing machines 
registered an increase of over 20% 
over the previous year, while the 
production of fans increased by 
over 10%. The performance would 
have been better had not the pro¬ 
duction been hampered by power 
shedding in Calcutta. Current 
production levels are maintaining a 
rising trend. A notable feature of 
our current year’s operations is, 
that as a consequence of improved 
production planning techniques, the 
increase in production is not ac¬ 
companied by corresponding in¬ 
creases in the capital employed. 


MATtc* wee marketed dteisg the 
year, and has been well received i,. 
rite market. This machine is being 
produced in our Hyderabad Factory 
and steps are being taken to gradu¬ 
ally increase its production. The 
operations of Hyderabad Factory 
are however likely to take another 
two or three years to show satis¬ 
factory profitability. 

Higher Exports 

I am glad that our exports in 
1962-63 have exceeded the level of 
Rs 1 crore, being ahout 20% higher 
than last year. Steps are being 
taken to reorganise our exports set¬ 
up for greater sales effort As a 
step towards that, an independent 
division under the name of ‘usha 
international’ has been set-up 
ul our Sales Agency. We view 
with concern the phenomenon that 
the incremental rise in non-tradi- 
tional exports of the country is far 
below the additional effort, and ex¬ 
pense that is going into export 
promotion measures. This under¬ 
lines the need for some degree of 
persuasive compulsion, to which 1 
had made a reference last year also. 

New Outlook on Management 
Personnel 

We have of late been taking a 
fresh look at our management struc¬ 
ture and personnel. It is not an 
unusual occurrence, that the growth 
of a company is not accompanied 
by commensurate development in 
its management organisation. We 
have been particularly fortunate in 
that the personnel policies followed 
by Sir Shri Ram Ji created a de 
voted band of executives in Jay 
Engineering, which has borne cre¬ 
ditably the burdens of growth of an 
expanding organisation. It hag how¬ 
ever become necessary now to take 
a long term view of management 
requirements, and to bring about 
the necessary rationalisation in the 
structure and staffing of the orga 
nisation. 


lldM. » g N.B : This does not purport to be a 
Our automatic Zig Zag sewing record of the proceedings of 
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.Mills. Company Ltd 

Speech of .the Chairman, Shri A K 


r pH£ following is the, Speech of 

Shri A K Jain, Chairman, New 
Central Jute Mills Company Ltd, 
at the Annual General Meeting of 
die Shareholders of die Company 
held, on' ;Bec«mber 3, 1963: 
Gentlemen*/ 

I have great pleasure hi extend- 
mg a .hearty welcome to you ail. 

The Report and Accounts of the 
Company have already been in your 
hands. You would have found that 
the Company has made outstand¬ 
ing progress *]! round during the 
year.' 

Iti tho tragic assassination of 
President Kennedy, which stunned 
all of u$, the world has lost a great 
and noble leader and statesman. It 
was his dyntunic leadership that 
led to the spontaneous supply oi 
arms and equipment to oUr coun¬ 
try at a time of national peril last 
year. The people of the world wili 
remember President Kennedy as a 
man who fought for peace and un¬ 
derstanding among nations and pro¬ 
gressive development in all under¬ 
developed and backward countries. 
Our hear'felt sympathies go out to 
Mrs. Kennedy and the little child¬ 
ren and-the American people. 

A Testing Time 

The past year has been a testing 
time for us from the point of view 
of preparing for the defence of the 
country arid stabilising the econo¬ 
my’s development. The Government, 
the industrial and business commu¬ 
nity, politicians and economists have 
been thinking as to the ways and 
means of gearing up national effort. 
The situation demands policies and 
actions well-tuned to the urgent 
needs of development, taking into 
account the lessons of the past. The 
mid-term appraisal of the Third 
five Year Plan has indicated that 
the rate of, increase in industrial 
production has lagged behind die 
target and agricultural production 
has fared Worse. Against (he annual 
target of 11.1% dm actual increase 
in industrial production was, 6.5% 
in 1961-62 arid 8% in t962-63. 

Concerted efforts 4ave4wen - made 
by your Company’* jute mills to 
build up production and exports for 


earning larger Foreign exchange for 
the country. There was an increase 
of over 21% in the output during 
1962-63 over 1961-62. The planned 
expansion of your Company also 
contributed to increased employ¬ 
ment for skilled and unskilled 
workmen and technical and super¬ 
visory personnel. The complement of 
broad-looms was increased during 
the year 1962-63 by 104 to reach 
a total, of 256. Oaring the current 
year, addition*! broad-looms 
were instated raising the total to 
.327 against the licensed capacity of 
350 broad-looms. Your Company 
thus insialled 92% of its licensed 
capacity of broad-looms. The in¬ 
dustry achieved installation of only 
just over 50% of the licensed capa¬ 
city, according to available figures. 
With the implementation of a stea¬ 
dy programme of expansion, your 
Company also made large contri¬ 
bution to export earnings. 

All-round Progress 

It can, therefore, be legitimately 
claimed that your Company made 
substantial and all round porgress. 
The profit attained in 1962-63 
amounting to Rs. 1.32 crores after 
providing over Rs. 53 lakhs for de¬ 
preciation is not only an all time 
record for your Company but is 
also the highest in the jute indus¬ 
try as assessed from a study of 
published Balance Sheets of jute 
companies for the year. The ma¬ 
nagement adopted a policy of large- 
scale erpansion of the Company’s 
jute mills at a substantial sacrifice 
of their own managerial remunera¬ 
tion. During the last three years 
ended March, 1963, the total of 
managing agents’ and directors’ 
remuneration amounted to Rs. 
47,176 only. 

Simultaneously with the building 
up of your mills’ loomage strength, 
successful fabrication of broad- 
looms in the Company’s workshop 
•was also achieved. The workshop 
has been modernised and strength¬ 
en edto meet the increasing needs of 
indigenous manufacture. In the year 
1961-62, out of the total broad- 
looms Installed, 7% was fabricated 
in your own workshop; the percent¬ 
age increased to 33% in 1962-63 


and to as much aa 92% in the cur¬ 
rent year. The own fabrication of 
looms has, apart from expediting 
your Company’s expansion pro¬ 
gramme, resulted in a saving of Rs. 
50 lakhs foreign exchange expendi¬ 
ture to the country and economy 
to the Company in capital expendi¬ 
ture. ■ ! 

Carpet Backing Manufacture 

The future of the carpet backing 
industry in this country would de¬ 
pend on the growth of consumption 
in the foreign market. Every effort 
should be made to encourage the 
use of double back in carpet back¬ 
ing for which it is, very important 
to improve the quality of caipet 
backing manufacture in this coun¬ 
try. Your Company’s production » 
already well accepted in the over¬ 
seas markets. In order to propagate 
the use of double back by supply 
of better quality carpet backings 
your Company has already installed 
2 single beam dressing machines. 

I mentioned in my last yesre’s 
speech about the increase in pro¬ 
duction in Sabu Chemicals & Ferti¬ 
lizers unit. I also referred to the 
modifications in the plant on the 
advice of the technical collabora¬ 
tors. I am happy to state that the 
modifications carried out have rte 
suited in substantial improvement in 
the output during the year. During 
the current year, there should be 
further increase in output as arthe 
period of 8 months ending Novem¬ 
ber, 1963 there is a 25% increase 
in production as compared to whal 
was achieved in the corresponding 
period of the previous year. The 
substantial improvement in the pm? 
duction of last year could not, how¬ 
ever, contribute to, the total earn¬ 
ings of the Company because of the 
higher cost of basic matcria's which 
absorbed the advantages of increas¬ 
ed production. The contribution of 
the expected improvement In pro¬ 
duction to the current year’s Finan¬ 
cial results would also depend oh 
the extent to which die increasing 
cost of basic materials, .over vtfeich 
the industry has no control, is 
checked and on the price policy of 
the Government. Inert is all out 
effort to keep costs- down, increase 
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productivity tend contribute to the 
maintenance of reasonable price 
level. It is hoped dial the accent 
agreement with the employees of 
the Sahu Chemicals & Fertilizers 
unit will add to the harmonious en¬ 
deavour to further stepping up of 
production in the unit. 


tteembar 


The Government and industry in 
the country have been concentrating 
on increased exports to augment 
foreign exchange earnings. An im¬ 
portant aspect in the matter of ex¬ 
ports especially with reference to 
lesser developed countries in the 
Far East is the building up of good¬ 
will by direct contribution to the 
development of industries in those 
countries as the urge to develop 
one’s own economy is paramount in 
every nation. Thailand is a country 
with large availability of fCenaf 
fibre. Many countries including 
the United Kingdom and Pakistan 
have been trying to enter the in¬ 
dustrial field in this touritry. Your 
Company has entered into a cor¬ 
poration arrangement with a Thai 
company for supply of technical 
know-how for putting up a jute 
unit to meet Thai needs. In this 
project, your Company will also be 
supplying jute mijl machinery and 
equipment from India. While thus 
we shall be exporting our machi¬ 
nery and earning foreign exchange, 
we shall have the satisfaction of 
contributing to the industrialisation 
of friendly Thailand. Your Com¬ 
pany has also undertaken training 
of Thai apprentices in your jute 
mills in Calcutta so that these tech¬ 
nicians fully trained and equipped 
may be able to take up their Tes- 
posibilities in manning the Thai 
jute mill. It is a matter for prida 
that, here again, your Company 
has given a lead to the Indian jute 
mills. 


All the progress in work, profit 
and export earnings would not 
have been possible but for the en¬ 
thusiastic and willing co-operation 
of the administrative and technical 
staff and workmen of the Company, 
to whom, I convey, on your behalf- 
our sincere thanks. 


Note i ffhis does not purport to 
' bt a record of the proceed¬ 
ings of the Annual General 
Meeting. 
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IN THE HAPPY WORLD 
OF CHILDHOOD 




Lost in her dreams, this little girl expresses all 
the charm of children everywhere. She is a young 
Garhwali, but her dreams and hopes and happy 
games belong not to her particular region but to 
the separate world of childhood. / 

The children of India wear many costumes and 
colours, but all of them bring love and laughter 
into our lives. In their hands lies the future of our 
nation — a tomorrow that we, at the State Bank 
of India, believe to be 
bright with promise. 

Tomorrow, as today, 
the State Bank of 
India will serve the 
nation through its 
network of branches 
throughout the land. 
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jQALAL STREET is again in form, 
seemingly determined to push 
jtg way into new high ground. And 
it will not perhaps he long before it 
moves beyond the 5th November 
peak from where it beat a sizeable 
retreat in order to gain sufficient 
strength for the next phase of its 
Upward journey. It has already re¬ 
covered, within less than a fortnight, 
most of the ground lost in the pre¬ 
ceding fall which had been essenti¬ 
ally in the nature of a technical 
correction of the first majqr up 
swing reflecting a basic change in 
the assessment of equity prospects. 

Speculators are full of hope and 
optimism. The business community 
feels that T T K is now a changed 
man, determined to bring about an 
impressive increase in production 
before tackling the problem of con¬ 
centration of economic power. The 
new Finance Minister has already 
held out various assurances which, 
if and when translated into action, 
should stimulate business confidence 
and give a new drive to the eco¬ 
nomy. The Select Committee’s sug¬ 
gestions modifying some of the ri¬ 
gours of the Companies (Amend¬ 
ment) Bill have been well-received 
rn business circles and the stock 
market is particularly pleased with 
the Committee’s recommendation 
that loans taken prior to the new 
enactment should not be converted 
into shares, except if the company 
has defaulted in repayment arid 
failed to remedy the lapse within 
three months of the service of notice. 

While speculators seem convinced 
that Shri Krishnamachari will do 
everything possible to revitalise the 
capital market, investors are st‘11 
fighting shy. But this is mainly 
because investors have had to pay 
very dearly for their indiscriminate 
purchases during 1961 and 1962. 
Notwithstanding official assurances 
about toning up the capital market, 
response to new issues is still rather 
lukewarm. That quite a large num¬ 
ber of new firms should be'ventur¬ 
ing Into the market for raising funds 
is. however, an indication that con- 
fidehee is returning to the capital 
market, though rather slowly. 


Cotton 

Futures at New Peak 

0OTTON futures last week rose 

to a new high level for the 
-aeison. The March contract which 
could be had at Rs 700 (per 3 
quintals) on the last day of Nov¬ 
ember was bid up to Rs 724.25 on 
10th December — well above the 
previous high of Rs 720 recorded 
on 22nd July, the starting day of 
the contract. The impressive rise 
in futures in a matter of few days 
is due both to heavy short covering 
and sustained bull support based 
on a reassessment of the basic out¬ 
look for cotton following the 
downward revision of crop esti¬ 
mates. The 1963-64 crop which 
was at one time estimated around 
59 lakh bales is now placed around 
$6 lakh bales. Crop ideas have 
. been' revised downward mainly due 
to the damage to the Gujarat crop. 
Production in Maharashtra and 
Madhya Pradesh is also believed 
to be less than in the previous 
season. 

The strength in futures can by 
no means be attributed to any ex¬ 
cessive speculative activity. For 
the strength has been far more 
pronounced in the spot material. 
Certain varieties like C02 and 
197/3 are quoted almost at the 
ceiling; Other varieties are quoted 
only Rs 30 to Rs 60 lower. The 
strength in the market is remark¬ 
able in face of the fairly satisfac¬ 
tory tempo of arrivals. Mills which 
had been keeping off the market 
for quite some time because of 
their comfortable stock position 
have been evincing keen interest in 
the market recently. The feeling 
is gradual’y gaining ground that in 
view of the likely increase in con¬ 
sumption as a result of increased 
sptndleage, the cotton supply posi¬ 
tion will become difficult unless the 
authorities are able to arrange siza¬ 
ble imports. But import prospects 
do not seem very promising. Com¬ 
pared to the prevailing spot prices, 
futures look much cheaner; in ready, 
Mog'ai fine 25/32” which forms the 
basis' of die hed«re contract is ouoted 
only about Rs 20 per candy below 


the statutory Ceiling. Mills have 
turned their attention to the futu¬ 
res market because of the relative 
cheapness of the hedge contract. 

If the current crop turns out to 
be around 55/56 lakh bales and if 
prices continue to show a harde¬ 
ning tendency because of increased 
consumption, the buffer stock 
scheme about which so much had 
been heard until some weeks ago 
will have to be given up wnfcsa, 
of course, the Government is able 
to secure large supplies of D S 
cotton under P L 480; buying 
cotton for the buffer stock by incur¬ 
ring foreign exchange expenditure 
seems out of the question. 

Bengal Dfeshi prices hgve deve¬ 
loped further strength because of 
sustained demand from shippers as 
well a s mills. Export business 
to-date is placed around 1 lakh 
bales; not all the sales have been 
registered. Nearly 60 per cent of 
the Punjab and Ganganagar crop 
is reported to have been marketed. 
Arrivals have passed their peak. 
There seems little chance of any 
important setback in Deshi prices. 

Oilseeds 

Impressive Recovery 

0ILSEEDS prices have staged an 
impressive recovery under the 
lead of groundnuts which have been 
very much in the news recently. 
Groundnut January contract which 
was quoted around Rs 213 on 30th 
November was bid up to Rs 221.75 
on 11th December taking it very 
d'ore to its previous top of Rs 
222.25 recorded on 21st August 
Since about the beginning of De* 
cember, groundnut expellers (Janu¬ 
ary contract) have recovered from" 
Rs 363 to Rs 375, castor March 
has risen from Rs 163.50 to Re 
166.50, cottonseed January from 
Rs 94 to Rs 97.50 and linseed 
March from Rs 35.44 to Rs 36 50. 
The latest prices are only slightly 
lower. 

The sudden spirit in groundnut 
futures which has brought about a 
marked change in the genera! trad, 
lag sentiment is due to heavy short 
covering and renewed bull support 
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because of the remarkable ttrepgiii 
hi the spot material. Notwithstand¬ 
ing the fairly satisfactory flow of 
arrivals, groundnut and groundnut 
oil have firmed up on active buying 
by crullers and vanaspati interests. 
Unlike cotton, there has been no 
downward revision of groundnut 
crop estimates. The crop is good, 
perhaps better than in the preced¬ 
ing season but the country's re¬ 
quirements are always growing. 
The ' performance on the export 
front has also been encouraging 
though there has been a little slack¬ 
ness recently, presumably because 
of the uncertainties created by the 
failure of the Allied Crude Veget¬ 
able Oil Refining Corporation of 
USA which had world-wide con¬ 
tacts. 


fhe paat week hr t». 
tsthma jor Jndianextrectwna have 
improved by stoout IQ 
ton, the latest rates behjfr £' "Si-14 
for December shipment, £ 34-10 
for January and £ 34 for January- 
Febrnary-Marth shipment. Business 
in grbundnut H P S was negligible 
but die State Trading Corporation 
was said to have purchased some 
2,000 tong of groundnut oil for 
Burma- Some business was also 
done with the U K at around £ 99 
per ton, crude in bulk: Spain also 
took about 500/600 tons of refined 
groundnut oil and paid about 
£ 111-10. The U K took stnaif 
quantities of castor oil Commercial 
at £ 106. Linseed cake and cotton¬ 
seed cake were inactive. 




Bffi wij]' i&’tsftfified 
as a result of iba recommendation.- 
of the Select Committee have'been 
blasted. The Cabinet’s decision to 
maintain theoriginai provision for 
tfe" 'ti w t wte of put and 'future 
Government leans to industrial con¬ 
cerns into equity capital has rudely 
shaken the morale of the .stock 
market. Near-panic conditions pre¬ 
vailed in Dalai Street on TEursda 
evening. Equity prices 'have suffer 
ed a sharp defcltne and have, lost 
a major part of die gates, recorded 
over die past week or so. Tradin 
sentiment has again been onseftlet 
and it is difficult to say how soon the 
market will be able to . recover fron 
the renewed set back to confidence. 


. For the present, the market’s inte¬ 
rest centres mainly on the out¬ 
come of the bear-bull tussle in 
groundnut January contract. Not¬ 
withstanding the heavy short cover¬ 
ing .over the past week, a few pro¬ 
minent speculators are known to 
bo carrying a huge “short” inte¬ 
rest in the January contract. Will 
these bears switch over their sales 
to the April contract or cover their 
sales or effect deliveries against the 
sales? The immediate outlook for 
groundnut depends largely on the 
attitude of these prominent bears. 
However, judged by the tempo of 
demand in the ready market, 
groundnut prices are unlikely to 
develop any marked weakness in 
the foreseeable future. And ground- 
puts hold the key to the price 
trend in other oilseeds. 

Exporters have been having a 
rather dull time recently. This is 
mainly because the U K firms which 
account for the bulk of Indian 
business in vegetable oils and oil¬ 
cakes have not yet completely re¬ 
covered from the severe shock ad¬ 
ministered by the failure of the 
Allied Crude Vegetable Oil Refin¬ 
ing Corporation. The losses suffer¬ 
ed by the U K firms are said to run 
into several million dollars. Con*, 
fidence is, however, slowly return¬ 
ing and it will not perhaps be long 
before normal trading is resumed. 
About 5,000 tons of groundnut ex¬ 
tractions are reported to have been 
trtd«f?s4mder Andre-STC link deal 
and Czechoslovakia was also said 
to hav£ T taken fair quantities over 
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Business Notes 

Delhi Cloth at 

ADDRESSING the 75th Annual 
General Meeting of Delhi Cloth 
and General Mills, the Chairman, 
Lala Bharat Ram stated that it was 
unfortunate that instead of there 
being a spurt in production there 
had been a slowing down in the 
economy. The shortfall in the agri¬ 
cultural sector, which was a sizeable 
component of the economy and on 
which depended the productivity of 
the industrial sector, was reflected in 
the national output. In the industrial 
sector, while development effort had 
been larger and broadbased, the 
general index of industrial produc¬ 
tion fell short of the average in¬ 
crease of 11 per cent visualised in 
the Plan. It was only 6.5 per cent 
in the first year and 8 per cent in 
the second year. In the field of ad¬ 
ditional taxation, however, effort 
had exceeded the target and the 
yield at the end of the Third Plan 
would be about Rs 1,900 erores 
aeainst the target of Rs 800 erores. 
Excessive taxation, Lala B h arat Ram 
held, was greatly responsible for the 
slowing down of the tempo of deve¬ 
lopment. 

One of the most important fac¬ 
tor* affecting our rate of develop¬ 
ment ig the perennial shortage of 
foreign exchange. The country could 
not always depend upon various 
friendly countries for the continu¬ 
ance of assistance act present levels 
indefinitely but should bridge, the 
gap between imports and exports* 


i General Mills 

the Chairman stated. According tc 
him. hard work, more production 
and more exports were the only 
way. We should not think in terms 
of exporting only surpluses —- with 
the growth of population and de¬ 
mand there will not be surpluses ex¬ 
cept of very few commodities — 
but consumption should be restrict 
ed to allow export. To succeed ir 
the export effort, we should pToducr 
goods of quality acceptable in other 
countries and at competitive costs. 
But costs could remain low ■ onh 
by increasing the output per man. 
India’s share in the world trade hac 
declined from 2.1 per cent to 1.1 
per cent during the last decade at 
planning and that our exports as a 
proportion of national income were 
only 7 per cent as against 19 per 
cent in U K,-21 per cent in West 
Germany and 12 per cent in Japan. 

To attract more foreign capital, 
which the country needs, it is neces 
gary to provide incentives to foreign 
investors and to create a feeline oi 
confidence in them. Stable fisra’ 
policies are a very important factor 
ip creating that Confidence. Lala 
Bharat Ram was not, therefore, in 
favour of frequent changes in fiscal 
policy which upset financing pro 
grammes and create uncertainties, 
and pleaded for practical economic 
policies unaffected % Ideologies. 

Refprri&g: to the Compapy’s af 
fgjjgs, jie -explained that in-spite of 
an increare- ip; ,tptol, take ,... 



^l’ »'VJ : *■' .;s ;*c-. V-»» ■ 
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-due toifcigbeT cdftfa <j£ r*w. 
materials, Wwis ftttd 'wxgea.'" IV’ 
project lor the manufacture of plan, 
tier *» now almost complete. Cauwtic ■ 
soda * already in the market. PVC 
it «*p®e»d -art* « **le shortly. 
Rajartfwn flayon's factory wifi sun 
production of high grade rayon 
tyro-cord by the end of next year. 
The capacity of the Hissar Spinning 
unit wifi increase from 37,000 to 
63,000 spindles % the beginning of 
next year. " Mawana Sugar Work*, 
crushing capacity per day is now 
increased from 1,500 to, 3,000 tons. 
When the new projects go into pro¬ 
duction and expansion schemes are 
completed, the profits of the Com¬ 
pany are expected to increase. 

The accounts of the Company 
for the year ended June-30. 196 5 
and the Directors Report were re¬ 
viewed in .these columns in the... 
issue of November 23, 1963. 

Money Market 

Thursday, Morning 

gORROWERS ’ in the call loan 
market were able to get ac. 
commodation more easily during the 
week, but the inter-bank call rate 
continued to rule at 5 per cent 
though by Wednesday evening it 
tended to ease to 4.5 per cent. De¬ 
mand for funds was less than in the 
previous week - and supply was 
higher. 

Aggregate deposits of banks did 
not increase during the week ended 
November 29, but were slightly 
lower by Rs 46 lakhs. Advances in¬ 
creased by only Rs 3.77 croies. 
However banks’ withdrawals from 
Reserve Bank amounted to Rs 9.03 
crores;' and their investments were 
less by Rs 4.77 crores. In these cir¬ 
cumstances, though the turnover ol 
money at call increased by Rs 2.93 
crores during that week, it did not 
cause any strain in the market to 
send the rates up. 

The stringency which occurred 
subsequently during the first week 
of this month was the cumulative 
result of Borne special factors, such 
as heavy tax payment dues, up- 
country demand • for funds, etc. 
which caught the hanks unawares. 

’ After such urgent demands were 
met, the pressure on the money niar- 
1 ket seems to have abated somewhat, 
which in a small measure is reflec¬ 
ted in, the present easier tendency. 
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*fct ^tud -money supplies fe r wy- >c - 
time being stand augmented is fur-’ 
ther reflected in ^he amount tender- * 
fbf Treasury Rills during the * 
whjch wjk, j some what 
larger at Rs !L12 crores against Rs 
2 crores invltM;1n ; -spite of a gene¬ 
rally lower interest yidd available 
from this source than from the call ■" 
loan market. Such a larger flow of 
foods to Treasury Bills this • week, 
and that at a still lower discount, 
rate of 2.315 per cent as against 
2.320 per cent is ..rather surprising' 
under the prevailing conditions in 
the money market. But the 4 ‘inter¬ 
mediates" sold were only Rs 1.39 
crores compared with Rs .4.77 rro- 
res last week. 

Last week’s acute ‘ demand for 
funds is best reflected in the Re¬ 
serve Rank’s statement for the week 
enc]ed December 6, Artive notes 
which contracted hy 'Rs 21.48 cro¬ 
res during the latter half of Novem¬ 
ber, expanded sharply (|nrrng the* 

. first week of the Current month by 
Rs 48.48 crores, to reach a new 
level of Rs 2313,54 erores. Notes in 
circulation a year ago were Rs 
190.9$ crores less, add the expan¬ 
sion since the beginning of the bifsy 
season from November 1, amounts 
to Rs 69.62 crores. Notes of the 
value of Rs 1.86 crores have gone 
out of the till of the Banking 
Department and this, therefore, 
necessitated a net additional note- 
issue of Rs 46.62 crores. But then, 
there has also been an outflow of 




ram the Issue Depart, 
ment to tho extent of Rs 3.39 crores, 
with the result that Rupee Securities 
have been inflated by the transfer 
of Rs 50 crocea itom Itwestmeets .6* 
provide the necessary cover. 

Governments' borrowings from 
the Reserve Bank have fallen by 
Rs 14.69 erores and its deposits 
have been marked up by Rs 12.87 
crores reflecting tax .^Rhctit^s. 
State Governments’ naTiwiGes «*e 
lower by Rs 98 lakhs, c; / S > <1 I't,’ 1 ) 

The strain experienced, by -fihnks 
during last week has fotind reflec¬ 
tion in their borrowings bf Rs 13.81 
erores from the Reserve'’ Bank, 
though simultaneqpaly, 
hayy added Rs 4.02 crorea sto -weir 
deposits. Borrowing* ; by tsfchetjfiiMi 
banks against usance bills appear 
for the first time in this season at 
a sizeable amount of-Rs 4.44 yittfes. 
State Co-operative Banks which took 
aw ay Rs 4.40 crores in thej jJheviows 
week how been loaned. a .further 
amount of Rs 4.56 crores during the 
week. Bills ‘purchased ■ aind' dis¬ 
counted by the Bfink during ’ the 
week have gone up by Rs 37,34 cro¬ 
n's. pumping out money. 

Foreign securities ■ 'continue un¬ 
changed while foreign bit lances 
show a rise of Rs 2.37; crorea, There 
fia» been a small but steady rise -in 
foreign balances, aggregating •- Rs 
5.45 crores during the past five 
weeks, possibly indicating rising ex¬ 
ports witlt the commencement ;Qf the 
season. 


The United Commercial Bank Ltd 

Head Office: 2, India Exchange Place, Calcutta. 


C D Birla 

Chairman 


Authorised Capital - - i 

.m. 

8,00,60,060 

Subscribed Capital 

Rs. 

S,60,00,000 

Paid-up Capital ' 

Rs. 

2,78,00,000 

Reserve Fund and Other Reserves 

Rs. 

3,03,00,000 

Deposits & Bills Payable (30-6-63) 

Rs. 

1,20,39,00,000 


With 


Branches in all iiypqrtant cities and towns in India, Pakistan, 
Malaya, Singapore, United Kingdom and Hong Kong asyi Agency, 
Arrangements throughout the world, the Bank is fully equipped to gty$. 
b«t service in India and abroad. 

S T Sndtofcm 
Gent red Mahagtr, 
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Food 

of which 
Meat and meat 
preparation* 

Flab and Halt 
preparation* 

Fish: fresh or 
sintply preserved 
Fish and fish 
preparations, 
canned or not 
Cereals and cereal 
preparations 
Fruits and vegetables 
Fruits and nuts, 
fresh 

Dried fruits 
Vegetables, fresh 
and dry 

Vegetables preserved 
Sugar and sugar 
preparations 
Sugar 

Coffee, tea, cocoa, spices 
and manufactures 
thereof 
Coffee 

Tea and male 
Spices 

Feeding stuff 1 for 
animals 

Beverages and 
tobacco 
Tobacco and 
tpbacco manufactures 
Tobacco unmanu¬ 
factured 

Tobacco manufacture* 


Crude materials, 
inedible, taeept 
fuels 


Hides, skins and 
fur skins, undressed 
Hides and skins, 
undressed 
Oil-seeds, oil nuts 
and oil kernels 
Wood, lumber and cork 
Wood in the round or 
roughly squared 
Textile fibres and waste 
Wool and other 
animal hair 
Cotton 

Jute, including 
jute cuttings and 


waste 

Vegetable fibres, 
except cotton 
and Jute 

Waste material from 
textile fabric^.',',, 
including tititf#-. 
Crude 
crude min 
excluding 
petroleum and 
precious stones 



CURRENT 

Foreign Trade of India 

PRINCIPAL EXPORTS 

(Jis t*khf) 

Arz *63- Aor ’62* 

Aug'63 Aug ’62 Aug’63 At«’62 


- J 


‘ ' <’ 


2341.8 

2342.5 

92124 

7874.2 

12-1 

U.5 

76.6 

63.8 

42.7 

31.8 

203.7 

122.3 

32.8 

24.3 

179.7 

91.1 

5.0 

7.5 

23.9 

31.2 

2.8 

227.3 

1.3 

218.3 

9.7 

1267.6 

3.7 

10884 

224.8 

0.9 

178.8 

0.5 

998.6 

8.6 

873.9 

7.5 

46.0 

4.4 

30.7 

6.9 

224.4 

30.9 

174.3 

25.2 

205.6 

205.4 

194.6 

194.4 

1757.2 

1756.3 

766.9 

766.3 

1337.1 
53.1 

1392.1 
91.4 

1629.8 

74.9 

1465.4 

88.6 

4541.5 

3828 

3676.B 

476.7 

4706.7 

342.5 

3B72.1 

488.9 

262.9 

253.5 

1347.5 

1109.4 

317.6 

167.0 

1492.7 

1126.2 

317.6 

167.0 

1492.4 

1126.2 

309A 

8.2 

159.2 

7.9 

1460.2 

32.2 

1096.3 

29.9 

1033.8 

967.0 

5302.7 

4523.5 

79.3 

70.2 

424.1 

416.3 

79.3 

70.2 

424.1 

416.3 

17.0 

17.4 

18.4 

23.8 

132.5 

127.8 

138.7 

128.7 

17.4 

267.8 

23.8 

331.7 

127.6 

1283.7 

128.1 

1296.1 

53.6 

184.5 

37.9 

243.4 

188.3 

830.5 

286.6 

839.4 

0.1 

23.8 

107.4 

3Q.6 

20.3 

14.1, 

110.5 

94,4 

5.4 

6.5 

25.3 

19.7 


90.3 121.2 494,8 384.8 


Crude minerals 
MeuUiferroua ores 
and metal scrap 

Iron ore and concentrates 
Iron and steel scrap 
Ores of non-ferrous 
base metals and 
concentrates 
Animal and vegetable 
crude materials, 
inedible, n e s 
Crude animal materials, 
inedible n e s 
Crude vegetable 
materials, inedible net 

Mineral fuels, lubricant 
and related materials 

Coal, coke and 
briquettes 

Petroleum products 

Animal and 
vegetable oils and 
fata 

Vegetable oils 

Oils and fats processed; and 
waxes of vegetable or 
animal origin 

Chemicals 
Chemical element* 
and compounds 
Inorganic chemicals 
Organic chemical* 

Mineral tar and 
crude chemicals from 
coal, petroleum and 
natural gas 
Dyeing, tanning and 
colouring materials 
Medicinal and 
pharmaceutical product* 
Essential oils and 
perfume materials, toilets, 
polishing and cleansing 
operations 

Essential oils, 
perfume and 
flavour materials 
Perfumery, cosmetics, 
soaps and 
cleansing and 
polishing preparations 

Manufactured good* 
classified chiefly 
by material 

Paper and paper board 
Textile yam, fabrics, made-up' 
articles and related products 
Textile yam and thread 
Cotton fabrics of 
standard type 
'Textile fabrics of standard 
type, other than 
cotton fabrics 
Tulfc, lace, embroidery, 
ribbons, trimmings and 
other small wares 


Apr‘65- Apr'62 
Aug ’63 Aug *62 Aug ’63 Ai% ’62 


90.2 

118.5 

490,9 

376.6 

396.7 

225.2 

1928.9 

- 1154.5 

259.9 

141.6 

1358.9 

603.4 

62.0 

9.0 

218.0 

65.6 

n.t 

74,4 

349,9 

403.4 

163.0 

176.2 

891.7 

797.7 

31.8 

44.7 

205.9 

228.0 

133.2 

131.6 

685.8 

. 569.6 

46.4 

77.1 

366.8 

275.2 

25.7 

23.4 

105.7 

135.5 

20.7 

53.7 

261.1 

139.6 

71.6 

113.5 

827.2 

513.6 

68.7 

109.5 

797.1 

488.8 

3.0 

3.8 

30.2 

; 24.5 

50.8 

61.7 

273.9 

346.8 

9.0 

9.0 

63.6 

59.4 

4.5 

2.5 

20.6 

18.0 

4.5 

6.5 

43.0 

41.4 

5.0 

0.3 

13.6 

2.5 

2.9 

4-2 

20.9 

12.0 

t6.4 

9.1 

48.8 

38.0 

14.6. 

36.4 

114.7 

220.7 

11.4 

33.9 

99.0 

203.0 

3.2 

2.5 

15.8 

17.7 

2531.7 

2259.9 

11994.8 

10691.9 

3.5 

3.0 

29.1 

25.4 

2213.4 

1964.6 

10492.6 

9358.8 

135.8 

115.2 

554.1 

571.5 

362.4 

390.6 

1859.3 

1732.1 

1046.8 

857.9 

4999J) 

4069.9 

8.5 

16.6 

44,9 

60. i 
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Spaaol.-MMih 4abriee wul 
related jmsdpctt . 

MadMP -articles wholly or 
chiefly of textile material* 
no* '{other then 
ckrthhig end footwear) 

Flow coverings 
and .tapes***** 

Non ^slfe -iatnerel ■ 

fabricated 

Mineral manufactures. ne* 
GtaMware 
Silver* platinum, 
genre and jewellery 

Precious and semi-pioeiout 
stones and pearls, tin worked 
and worked 

Jewellery and goldsmith*' 
and silversmiths' wares 

Base metals 
Inm and steel 
Copper 

Manufactures of metals 

Machinery and 
transport 
equipment 
Machinery other 
than electric 

Power generating 
machinery 

Mining, construction and 
other industrial machinery 
Electric machinery, apparatus 
and appliances 
Transport equipment 

Miscellaneous 

manufactured 

articles 

Travel goods, handbags 
and similar articles 
Clothing 
Footwear 

Professional, scientific and 
controlling instruments: photo¬ 
graphic and optical goods, 
watches and clock* 

Exposed cinematographic 
films, whether developed 
or not 

Miscellaneous manufactured 
articles, n e s 
Printed matter 
Manufactured 
articles, nes 

Miscellaneous 

transactions 

and commodities; n e * 

Postal packages, not 
classified according to kind 

Returned goods a fid 
special transactions 

GRAND TbTAL “ 


mi 


15.3 

556.5 

68.1 

7.4 

2-6 

V* 

23 

1.3 

1.5 
526 

15.6 
2.7 

186 

35.3 

20.2 

2.9 

16.8 

11.0 

4.1 

133.4 

2-8 

29.4 

32.7 

15.9 

13.7 

48.5 

7.5 

39.2 

13.9 

6.7 
'3.3 


12.5 -72)9 7.69.0 


498.9 

2541.6 

2534.0 

72.9 

420.7 

322.2 

9.9 

38.8 

50.0 

5.8" 

11.4 

23.6 

1.7 

10.7 

8.5 

1.4 

10.6 

8.2 

7.6 

37.6 

4' 

54.1 

1.3 

7.2 

5.7 

1 

6.2 

28.8 

| 

47.9 

48.4 

152.2 

91.7 

47.1 

58.0 

87.6 

0.4 

1U 

2.4 

28.5 

119.8 

130.7 

36.0 

209.1 

165,3 

21.6 

102.8 

98.0 

6.8 

24.3 

25.0 

13.9 

73.8 

66.9 

10.0 

72.9 

41.0 

4.4 

33.3 

26.3 

81.1 

667.3 

410.7 

2.6 

14.9 

11.3 

5.9 

173.2 

25.9 

9.3 

122.6 

84.9 

15.3 

93.0 

62.4 

13.4 

85.3 

55.4 

44.8 

243.6 

205.5 

7.1 

48.4 

41.2 

36.3 

188.1 

156.6 

31.8 

135.2 

193.3 

22.8 

, 60.9 

139.4 

3.5 

46.7 

25.2 


6376.3 6137.5 30482.1 26120.6 

source 1 Department Of Commercial Intelligence and Statis¬ 
tics, Government of India, Calcutta. 


Reserve Bonk 


BANKING RETURNS 

(fts trores) 

Dec 6 NwM Nor 8 


l Note Circulation 2313.53 2263.05 2279.69 


Dec 7. 
’62 
212239 


2 Rupee coin 

117.07 

120.45 

118.60 

121.6? 

3 Deposits 

J (a) Centred Govt 

84.01 

71.14 

48:39 

54.14 

( b) Other Govts 

10.21 

11.19 

1445 

21.26 

(c) Banks 

85.08 

BLOB. 

,,-7.049: 

74.15 

(d) Others 

166.29 

166.41 

16448 

s 165.28 


4 Foreign securities 92.46 92,46 

5 Balance abroad 12.76 10.39 

6 Rupee securities 2069.31 1959.31 

7 Investments 192.78 246.36 

S Loans and advance* 


9246 

7.85 

1964.31 

219223 


88.08 

8.70 

JMB.29 

, 167*51 



to Govts 

73.54 

58.84 

67.12 

.30.9} 

• 

Other loans and 
advances 

159.52 

141.24 

" 138.14 


Scheduled Banks 

Nov 29 

Nov 22 



1 

Aggregate 
deposits (net) 
Demand (net) 

Time (net) 

2236.89 

977.61 

1259.28 

2237.35 

971.96 

1263.37 

2242.66 

986,73 

1255-95 

2043.62 

807.32 

1236.9® 

2 

Cash in hand 

55.68 

57.43 

*657 

47.56 

3 

Balance with 
Reserve Bank 

72.93 

82:88 

. : 97.79 

,, 66JB5 

4 

(2)4-(3) as % '■ 
of (1) 

5.75 

6.27. 

6.88 

5.70 

5 

Borrowings from 
Reserve Bank 

0.71 

0.46 

2.40, 

v; 5.20 


(a) Against usance 
bills and/or pro¬ 
missory notes 

(b) Othere 0.71 

0.46 

2.4® 

•• 9; 77 

6 

Advance* 

(a) Sutr Bank 

(b) Others 

1235.56 

239.54 

1016.02 

1246.07 

240.25 

1005.82 

1234.43 

23664 

997.59 

1168:33 

236.84 

931.49 

7 

Bills discounted 

(a) Inland 174.93 

(b) Foreign 56*21 

(c) Tout 231.14 

(i) State Bank 18-93 

(ii) Others 212.21 

179.59 

57.27 

236.86 

18.98 

2 J 7.88 

177.16’ 

56.24 

233.40 

16.fi® 

216.66 

151.37 
52.74 
; 204.11 
18.46 
' 185.65 

8 

<6) + (7) as % 
of (1) 

6646 

66.28 

65.45 

67.16 

9 

Investment in 

Govt Securities 

766.97 

771.75 

776.75 

700.21 

10 

(9) as % of (I) 

34.29 

34,49 

34.63 

34.26 


Bombay Money Rates 

(Per cent per annum) 

Nov 29 Nov 22 Nov I Nov 30, ’62 


Call money 


from Banks 

2.66 

. 2.52 

1.84 

2.40 

Deposits 

Seven days 

3.00 

S.00 

8.00 

* 3.00-v 

Three months 

— 

— 


— 

Six months 

3.75 

3.75, 

3.75 

3.75 
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Rethinking on Controls 

'J’HERE was a time when Shri T T Krishnamachari did not think 

much of the role and function of the stock exchanges in this coun¬ 
try. That was during his first term as the Finance Minister. And 
in this he was basically right. For in a partially planned economy like 
ours, allocation of resources and the resulting pattern of hivealmant 
is not left to the free operation of the market forces. It is true that ■ 
the Plan leaves a wide sector of the economy to private enterprise. 
But even in this sector, the pattern of investment is sought to be regu¬ 
lated according to certain priorities. 

It is the Plan which lays down which are the industries to be 
developed and to what extent, and it is made incumbent on the autho¬ 
rities to make the necessary resources available, so that expansion of 
the private sector, as planned, can be achieved. The means by which 
the targets can he achieved have also to be provided for — so the 
complicated mechanism of control on capital issues, the Stato-ipeta- 
sored investment corporations, import licenses for capital equipment, 
allocation of maintenance imports and scarce materials. In a setting 
like this stock exchanges have only a limited role to play, important 
though it is, in the allocation of investible funds, and Sbrl T T JG was 
fully justified in telling them so. though he need not have been SO 
blunt. 

The present term of his office, however, the Finance Minister hat 
begun with a different attitude. He was concerned with the state «f 
business confidence in the country when he took over and boa been 
at some pains to repair some of the damages caused by his predecessor’s 
fiscal policies. It was not only the stock exchanges he was out to please, 
he was also concerned to improve his Ministry g public relations which 
task he started by abolishing compulsory deposits for the non-income- 
tax payers and by whittling down gold control. 

Some of his latest measures are obviously in the same direction, 
though their appeal is more specifically to the business community, 
such as temporary suspension of premium payments under Emergency 
Risk Insurance, the withdrawal of price control on a number of com¬ 
modities and wider limits of exemption from industrial licensing and 
capital issues control — from Rs 1() lakhs to Rs 25 lakhs. The Emer¬ 
gency by now has become more than somewhat phoney; except the 
All-India Radio, even the authorities are no longer trying to keep it 
up. Nevertheless, the Emergency Insurance Scheme remains, only 
premium payments for the quarter have been temporarily suspended. 

A calculable, certain reduction in costs alone can provide business 
incentive, not a windfall which car\not be counted upon even for the 
next quarter. But the psychological effect of this concession cannot 
be denied, nor of the removal of price control on a number of 
commodities. - • 

The market has interpreted these measures as significant pre-budget 
concessions to industry which promise more in. the future. The one 
fiscal measure in the last budget which lacked.rationale altogether «md 
which Was naturally most resented, viz super profits tax, however, still 
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remains to be dealt with, presumab¬ 
ly in the next budget. 

Leaving aside the public relations 
aspect of these measures and their 
favourable psychological impact on 
business, how far do they conform 
to the analysis of the present eco¬ 
nomic situation which Shri T T 
Krishnamachari had essayed at 
some length? He had summed up 
his diagnosis as follows: “Basically, 

1 think, the situation that confronts 
us is very clear, namely that unless 
industrial investment in a number 
of vital sectors is increased as 
quickly as possible, and unless pro¬ 
duction in some of the important 
consumer goods industries, such as 
cotton textiles and sugar, picks up 
to a significant extent, it will not 
be possible for us to achieve an 
overall rate of growth in industrial 
production of the kind that we ur¬ 
gently need”. 

The decontrol of prices He has 
announced has to be viewed in the 
light of this diagnosis. But what 
do we find? The mid-Plan appraisal 
does not anticipate aViy serious 
shortfalls in private sector invest¬ 
ment. It says that “in the private 
industrial sector, judging from data 
relating to capital issues, bank arid 
other institutional credit to indus¬ 
try, imports of capital goods, etc, 
aggregate investment in the first 
two years, though not the pattern, 
aeems to be more or less in tune 
with the amounts envisaged for the 
five-year period”. The appraisal lists 
the major industries in which 
the likely achievement in the Third 
Plan, it is apprehended, will fall 
short of the target set. Of the six¬ 
teen commodities, the prices of 
which have been decontrolled, only 
two or at best three fall in this list. 
These are soda ash, bicycle tyres 
and possibly paper board. Of this 
last, the position is pot clear be¬ 
cause the target is given for paper 
arid paper board together and de¬ 
control applies only to paper board. 
These industries benefit only to the 
extent that this expansion is held up 
by inadequacy of the internal re¬ 
sources of the companies concerned 
or their poor profitability. The rea¬ 
sons for the non-fulfilment of tar¬ 
gets in such cases are usually quite 
different. 

Controls have long cried to the 
high heavens, for a thorough scru¬ 
tiny. Much dead wood has accumu- 
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lated over the years which can be 
usefully removed. In many Cases 
the situation of extreme shortage 
which initially led to the imposition 
of the controls has largely passed 
and the continuation of price con¬ 
trol in such circumstances brings 
gains not to the producers who can 
use them productively but to un¬ 
desirable elements. Where controls 
are really inhibiting expansion is 
in such essential industries as steel, 
coal and cement. In these areas 
much vested interests have grown 
up over the years and the Govern¬ 
ment has got so bogged down by 
its own book ke.eping problems that 
the changes that are obviously call¬ 
ed for are still being held up. The 
fate of the Raj Committee’s recom¬ 
mendations illustrates this situation. 

Not that T T K is unaware of the 
wider aspects ol control, far from 
it. He would not deny “that in a 
developing economy, characterised 
by scarcity of resources all-round, 
there is a continuous need for a 
measure of restraint on consumption 
and on less essential investment”. 
Shri Subramaniam the other day 
put it very bluntly when be ruled 
out the possibilities of eliminating a 
shortage in some varieties of steel 


THERE are many people in the 
west who remain convinced 
that the Chinese attack of October 
last year wrote the epitaph of India's 
non-alignment. Apart from the 
pathetic hankering after western 
arms, they have pointed to the readi¬ 
ness with which India agreed to the 
U S proposal to hold joint Jndo-US 
air exercises which, apart from train¬ 
ing the Indian army in the use of 
sophisticated air defence equipment, 
enabled the U S airforce to familia¬ 
rise itself with operational condi¬ 
tions on the Sino-Indian border. 
They also cite the VOA agreement 
which the Government of India sig¬ 
ned without batting an eyelid and 
from which it backed out only 
under pressure of public opinion. 

The view that India is now' non- 
aligned in form only is not restricted 
to private individuals in the west, 
but is shared by leaders of govern¬ 
ments. How else can one explain 
the presumption on the par! of the 
U S Government that it would not 
have to face any serious objections 
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and emphasised that to make the 
best use of the available supplies, 
more curbs — and not less — would 
have to be placed on the expansion 
of industries based on short supply 
products. The limits within which 
prices and distribution can be de¬ 
controlled are therefore fairly clear. 
Probably T T K has picked on the 
dead wood all right, and it is wel¬ 
come as far as it goes, but it does 
not go far. 

The pursuit of development at 
any cost is barren and self-defeating. 
It is reassuring to find that T T K 
is fully aware of it, though he may 
have defended expansion of produc¬ 
tion even at the cost of greater con¬ 
centration during the Plan debate. 
The bunch of bills he has been pilo¬ 
ting — the amendments to the Com 
panies Act and the Banking Legis¬ 
lation — testify to this awareness. 
It is enabling powers which the 
Government is taking. How they 
would be used and whether vital 
social purposes would be served or 
not, these are necessarily open ques¬ 
tions today. But there is no room 
for doubt that the Finance Minister 
is on the right track and has begun 
well. 


from India to the extension of the 
“urea of operation” of its Seventh 
Fleet into the Indian Ocean ? In 
the past India had never made a 
secret of its attitude to similar acts 
and if tire US Government could now 
feel assured of Indian acquiescence, 
if not approval, the reason is that it 
knows that India looks at such things 
through different coloured glasses. 

Nor have the Americans been 
mistaken in their expectation. The 
Prime Minister's initial reaction to 
newspaper reports of the Seventh 
Fleet’s visit to the Indian Ocean was 
that, after all, it was America’s busi¬ 
ness and that India could not object 
to ship movements on the high seas. 
Faced with persistent questions in 
Parliament, the Prime Minister was 
a little more forthcoming. “If the 
thing is obviously to our detriment, 
we protest. If it is not, we do not”, 
he conceded. This is a strange atti¬ 
tude on the part of a country which 
had claimed to’ judge international 
issups on the basis of certafn well- 


Fraudulent Non-Alignment 
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defined principles. These principles 
had in the past led India to oppose 
(i) military bases; (ii) the spread 
ot nuclear arms into regions which 
have been hitherto free from them; 
and tiii) the extension of the cold 
war. On all these counts the entry 
of the Seventh Fleet into the Indian 
Ocea'n needs to he opposed. 

What the US Government is send¬ 
ing is not “a few ship”, as the 
Prime Minister described it with 
characteristic vagueness, but a re¬ 
gular task force with a modern air¬ 
craft carrier carrying some one- 
hundred supersonic fighter planes 
and a nuclear arsenal sufficient to 
wipe out this part of the globe many 
times over. And this formidable 
armada is not coming just to “ac¬ 
quaint itself” with the waters of the 
Indian Ocean. Reports from Washing¬ 
ton have spoken of a “power 
vacuum” here with the withdrawal 
of the British and more or less made 
it clear that this is the thin end of 
the wedge which will ultimately 
establish American military power 
in the Indian Ocean. That no mili¬ 
tary base is set up oil terra firma 
in some country does not make the 
implications of this move any differ - 
ent and not to speak up against it 
is to perpetrate a fraud against non- 
alignment and betray the cause of 
peace. 

Even from the point of view of 
national self-interest, behind which 
(he Prime Minister took shekel in 
Parliament, the implications are not 
all reassuring, unless one sees an 
almost complete identity of US and 
Indian interests in this part of the 
world, which is not there. The US 
uttitude to China is conditioned by 
its global policies and the Sino- 
Indian dispute cannot figure as 
largely in its calculations as it does 
in ours. The expectation that the 
presence of the Seventh I leet would 
somehow persuade China to settle 
the border to our satisfaction is too 
naive to be taken seriously. What 
is more likely is that unless we re¬ 
alise the danger in time, we will be 
drawn into the vortex of US poli¬ 
cies and purposes. To prevent this 
from coming to pass, the Government 
of India must make a lational as¬ 
sessment of Chinese objectives and 
on that basis, define its attitudes and 
policies vis-a-vis China while it still 
has the independence to act, 


Combating 

ADMINISTRATIVE corruption, in 

its various forms, is ail around 
us all the time. A great deal has 
been said about it, by way of both 
diagnosis and prescription. Since 
he took over his new portfolio, Shri 
Gulzarilal Nanda has voiced his con¬ 
cern over the state of things. He has 
now proposed a remedy. The reme¬ 
dy, however, does not follow his 
diagnosis that the temptation for 
corruption originates in “social de¬ 
mands, costly habits, artificial ways 
of living and the desire for social 
imitation’ . For that, the solution 
he suggested was that “canons of 
simpliaity’ should be built into the 
social structure. Nandaji also an¬ 
nounced tfiut he himself would give 
the highest priority to the eradica¬ 
tion of corruption. As evidence of 
this determination has come the an¬ 
nouncement of the establishment of 
a Central Vigilance Commission, as 
recommended by the Santhanam 
Committee. The States too will set 
up their own commissions on the 
same model. 

This step is significant, if only 
because it shows that Government 
has finally admitted that the pro¬ 
blem merits some sort of action. 
When, some years ago. Shri C 1) 
Deshmukh suggested a judicial tri¬ 
bunal for investigating and reporting 
on complaints of corruption, the res¬ 
ponse of the Government was less 
than lukewarm. The Prime Minis¬ 
ter, witli his penchant for underlin¬ 
ing our national proclivities, pointed 
out that since we are a “gossiping 
people", such a tribunal would lie 
swamped with charges and counter¬ 
charges. With as many as about 
2j million persons in the service of 
the Central Government and anothei 
million in the public scctoi under¬ 
takings, the size of the task facing 


Corruption 

any organisation charged with 
“cleaning up” the Central adminia- 
tration is truly gigantic. However, 
the new Vigilant*- Commission is to 
function alongside and in support of 
the existing vigilance agencies in 
the various ministries and depart¬ 
ments (which presumably, will be 
strengthened), and of the Special 
Police Establishment. 

The status of the Commission, it 
has been stressed, will be similar to 
that of the Union Public Service 
Commission. That is to say, it will 
not be a department of Government 
but an independent body and its 
judgments will he recommendatory 
and not mandatory. Since the Govr 
eminent does not alwavB accept the 
recommendations of the UPSC this 
waters down the proposal cpnsider- 
ably. The Home Minister hastened 
to add that the Commission (again 
like the UPSC) will make its report 
to Parliament, and tile report will 
specifically state the reasons why 
the Government had to turn down 
the Commission’s adviee in particu¬ 
lar instances. 

This is not much comfort espe¬ 
cially when one recalls that the 
UPSC has more than once given 
expression to its frustrations at the 
“snubs” administered to it by tjie 
Government. Ministerial and politi¬ 
cal interference in administrative 
matters, a seemingly established 
feature of our national life, will be 
nowhere more pronounced than in 
matters of disciplinary action. This 
will be the severest trial for an im¬ 
partial Commission acting in a pure, 
ly “advisory” capacity. 

Nandaji has taken on the task of 
corruption eradication as his “main 
preoccupation” for the next two 
years. He is. of course, optimistic 
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and feels that in this period, a “sub- * 
etantiel reduction in die incidence 
of corruption” could be achieved. 
Since, by its very nature, corruption 
is not Borne thing about which data 
can be easily secured and since, at 
best, one can only have an impres¬ 
sionistic idea of its prevalence, it 


will not be difficult to claim achieve¬ 
ment of a particular “target", espe¬ 
cially with the Vigilance Commis¬ 
sion providing statistics of cases 
filed and disposed. The test of the 
success of this or any other anti¬ 
corruption body is altogether differ¬ 
ent; success of the Vigilance Com¬ 


Weekly Notes 


D I R for Sugarcane 

The admission, not entirely un¬ 
expected, by Government spokes¬ 
men that sugar production this year 
will not exceed 2.8 million tons 
draws pointed attention to the need 
to reconsider the present controls on 
the prices of sugarcane and sugar. 
It is clear that even if consumption 
does not exceed last year’s level of 
2.6 million tons, there is going to 
be a shortage as the Government 
intends to export about 300,000 
tons. It was hoped when the Gov¬ 
ernment invoked the Defence of 
India Rules to regulate the supply 
of sugarcane that it would use the 
powers to raise the production of 
sugar, but this hope, it now appears, 
was in vain. The Maharashtra Gov¬ 
ernment’s intervention in the dispute 
between the Changdeo Sugar Mills 
and certain cane-growers in the mill 
area ib a case in point. Briefly, the 
facts of the case seem to be as 
follows : 

The Changdeo Sugar Mills over a 
period of years have long-term ag¬ 
reements with cane-growers in that 
area to supply the factory with 
cane and in return, the mill ad¬ 
vances the growers money to pur¬ 
chase equipment and fertilisers; 
the price for the cane is fixed by 
the State Government in tripartite 
negotiations between the Govern¬ 
ment, the growers and the mills. 
This year the Government fixed a 
price of Rs 55.50 per ton of cane 
which it subsequently reviser! to Rs 
57.30 per ton for supply at gate. 
Although these prices were higher 
than in the previous year, they were 
still lower than the price that the 
cane-grower could get from manu¬ 
facturing jaggery. The growers 
therefore started an agitation that 
the prices should be ex-field, thus 
leaving the factory to bear trans¬ 
portation costs. 

The sugar mills’ management re- 
fused to pay this price on the 
ground that Ore contracts stipulated 
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the Government price which was ex¬ 
gate. Thereupon, the growers ask¬ 
ed the Government to intervene, 
and the Government requested the 
mill to pay an ex-field price which 
was the same as the officially fixed 
price. The mill did not agree to 
an ex-field price because the Dec- 
can Sugar Factories’ Association 
had, on behalf of all its members, 
categorically stated that they had 
not agreed to pay an ex-field price. 
In spite of the Association’s stand, 
one factory had, it seems, agreed 
to purchase cane ex-field and the 
Government therefore invoked the 
Defence of India Rules ordering 
the growers to sell their cane to 
the other factory. Meanwhile Chang¬ 
deo Sugar Mills raised the ex-gate 
price by Rs 5 per ton, thus offering 
a higher price without breaking 
the Association’s policy directive. 

The dramatic feature hi the en¬ 
tire story is, of course, the invok¬ 
ing by the Maharashtra Government 
of the Defence of India Rules to 
favour one joint-stock company 
against another in what looks 
prima Jade a purely commercial 
dispute. The object of empowering 
the State Government under the 
Defence of India Rules was to pre¬ 
vent the cane to be diverted into 
gur manufacture, and to achieve a 


We wish all our Readers, 
Advertisers and Well Wishers 
a Merry Christmas and a 
Happy New Year and extend 
to them the Greetings of the 
Season. 

As the office of The Econo¬ 
mic Weekly will be closed for 
Christmas, there will be no 
issue of the Journal on 
December 28. 1963. 
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mission can only be measured by the 
trust, people come to place on it 
On the other band, failure in its 
task will mean more than just an¬ 
other shortfall in target, a la Plan¬ 
ning Commission; it will mean a 
fresh accession of strength to the 
foroes of corruption. 


sugar production target of 6.5 lakh 
tons for Maharashtra. The Govern¬ 
ment has a right to direct growers 
to supply to a particular factory in 
order to secure an equitable distri¬ 
bution of cane. In this particular 
case the sugar factory from whom 
the cane is being taken is supposed 
to have a deficit of cane and the 
factory to whom the cane is being 
diverted is expecting a surplus. 
Therefore instead of using its 
powers to secure a more equitable 
distribution, the Government has 
used its powers to ensure a more 
inequitable distribution. If the 
Planning Commission wonders why 
our targets are not reached, it does 
not have to go far to see the kind 
of absurdities that the State Gov¬ 
ernments delight in. 

Wanted : Long-term Policy 

There 

is also thp very seri¬ 
ous matter for consideration 
whether State Government should 
be given powers under rules whose 
purpose is to defend India for 
breaching the canons of ordinary 
law. The Changdeo factory had 
contracts with the cane-growers in 
their area. The State Government 
had previously instructed the Col¬ 
lectors : “By using your powers un¬ 
der the Defence of India Rules if 
necessary you may enjoin upon each 
sugar grower to fulfil his contract 
without fail.” In spite of this the 
Government in this instance has 
asked the cane-growers to breach 
their contractual obligations with 
one factory in order to support 
another. 

Government interference in cases 
like these has more serious reper¬ 
cussions, Policies on manufacture 
of sugar and the growing of cane 
have to be on a long-term basis. 
The Government must have pati¬ 
ence if production is to rise, but 
above ail it must not constantly 
tamper with the normal mechani¬ 
sms of supply and demand. When 
sugar prbduction was surplus, the 
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erstwhile Food and Agriculture 
Minister Shri S K Patil clamped 
dqwh on production so severely that 
the effect is being felt now. Sugar 
cane does not grow overnight. 
When any ordinance is brought, it 
takes time to have it executed and 
sometimes the time taken is long. 
Continuous jerks and jolts by the 
Government tend to retard agri¬ 
culture and industry rather than 
advance them. This applies pointed¬ 
ly to sugar. A series of ad hoc 
measures does not add up to a long 
term policy. For instance, the 
Government forced U P factories to 
commence crushing early when the 
cane was unripe and its sugar con¬ 
tent was low. This was on the as¬ 
sumption that more cane would be 
made available later. Against their 
better judgment, the mills com¬ 
menced crushing. No further cane 
supply is available, and it looks as 
though some of the mills will stop 
crushing just when the cane would 
have been ripe. 

The crisis that is gripping the 
sugar industry is a crisis that is 
gripping the country. There are 
shortages, demand is greater than 
supply and the consumer is hound 
to be faced with a price rise; no 
gimmicks, no amount of inellici- 
ently or irrationally exercised con¬ 
trols will help. Solutions are not 
bom from hysteria or dreams, nor 
can targets be achieved by just lay¬ 
ing them down. It is no use saying 
we will produce 33 lakh tons when 
there is scarcely enough cane foi 27 
lakh; the only solution is to raise 
the cane price substantially so that 
the sugar factories can compete with 
gur-makers for cane. If this is done 
the Government may have to icvi.se 
.sugar prices; that is inevitable. 
Even this is not likely to achieve 
much this year as sugarcane cannot 
be grown in a day. But an increase 
in cane price may lead to a higher 
cane acreage next year and that is 
what the (Government should aim at. 

Personality Tests 

PERSONALITY test will bo played 
down in the competitive exa¬ 
minations for entrance to the Central 
Services, this decision was communi¬ 
cated by the Home Minister. Shri 
Oulzarilal Nanda, to the Lok Sabha. 
Up to 1957, it was a qualifying test 
and candidates who did not qualify 
at this test were not selected, whate¬ 
ver'their marks at the written test 


might be. It is surprising to learn, 
however, that the change effected in 
1957 by which candidates were selec¬ 
ted in the order of merit based on 
the combined marks obtained at the 
written and the personality test taken 
together had generally been welcom¬ 
ed in Parliament, surprising because 
Parliament rarely evinces any inter¬ 
est in such matters, and this leaves 
a free hand to those who run the 
show to gradually eliminate all in¬ 
novations and improvements. 

The technique adopted for re¬ 
establishing the written and wooden 
method in place of innovations ac¬ 
cidentally introduced or introduced 
under pressure is itself worth rtot¬ 
ing. First, personality test was a 
qualifying test and now the marks 
allotted to it are going to he re¬ 
duced. The reasons advanced for 
it am, as usual on such occasions, 
ingenuous in the extreme. While 


the removal of a qualifying mini¬ 
mum in th« personality test had 
generally been welcomed in Parlia¬ 
ment and outside, we are told, ap- 
prehension has been expressed from 
time to time that the high propor¬ 
tion of marks alloted to it, in effect, 
resulted in the denial of the princi¬ 
ple of equality of opportunities that 
was meant to be secured by open 
competitive examinations ! And 
why such apprehensions ? Because 
the duration of the interview for 
this test was too short, the judgment 
of the interview board was likely to 
be erratic and subjective elements 
— of the undesirable sort — were 
likely to enter into the evaluation. 

One would have thought that the 
answer for it would be to make the 
interview time longer and to select 
the members of the examining board 
more carefully, so that bias, if any, 
would be in the direction of die 
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desirable qualities in a candidate 
rather than to their upper class up¬ 
bringing, superficial smartness and 
external veneer. The Home Minister 
is not even ashamed to admit that 
this was what had been happening 
or at least, he has seen enough vali¬ 
dity in the criticism to act upon it, 
not by improving the methods of 
test but by lowering its importance ! 
That is to say, upper class would 
still get weightage in this selection 
though perhaps a smaller weightage 
and so would superficial smartness 
and veneer. 

The attitude which this change 
indicates should make Parliament 
feel uneasy and act. Personnel selec¬ 
tion today is a highly developed 
technique on which much careful 
research has been done and the re¬ 
sults in other walks of life has pro¬ 
ved promising. The British ways 
whi.rh we always try to ape are 
notoriously conservative hut even in 
England after the war an enor¬ 
mous weightage is being given to 
personality tests in the civil service 
competitive examinations. The pro¬ 
per selection of personnel for the 
services is a matter of the highest 
importance, since the administrators 
of the future will have to shoulder 
increasingly greater responsibility. 
It offends rommonsense to be told 
that the written examinations of the 
type, which our universities have 
brought down in public esteem are 
still the best one could devise for 
selecting personnel for occupations 
so vastly different from those in 
the academic field. 

Mongo Wine 

T^HE following news item was 
sent out by Reuters a fortnight 

ago: 

“Wine from mangoes is soon to 
be produced in ' commercial quan¬ 
tities in North Queensland, accord¬ 
ing to Australia House in London. 

“Mr Oppelt, a former Czech, now 
a naturalised Australian, proposes 
to build a factory for the produc¬ 
tion of wine r which he calls “Hoxy”, 
from large uviantif ; **s of mangoes 
availab'e in North Queensland, He 
feels sure he will find'markets for 
the wine of champagne-like quality 
in Australia, Canada and America. 

“Production is expected to begin 
next year”. 

A fortnight has passed since the 
papers carried this story but no 
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one has (bothered to enlighten the 
public that the idea had occurred 
to people in this country also, which 
grows the largest variety of the 
best mangoes in the world, that 
wines can be made from this am¬ 
ber fruit. In fact, a leading che¬ 
mical firm in one of the dry States 
had not only carried on very suc¬ 
cessfully prolonged experiments 
and produced a high quality wine 
from mangoes but the firm has 
been enterprising enough to survey 
market possibilities for it in West¬ 
ern Europe and America and re¬ 
ceived most encouraging response. 
A group of wholesalers had jumped 
at the proposition and offered to 
market the wine on a sufficiently 
large scale in order to test consumer 
preference adequately. They were 
prepared to place very substantial 
trial orders to promote its sale. 
But unfortunately the chemical firm 
happens to he in a dry State and 
the State Government was so hide¬ 
bound that it would not allow the 
firm to go ahead. 

The argument that production of 
wine from man'gOe.s, exclusively for 
exports, would hot in any way in¬ 
fringe or undermine the administ¬ 
ration of prohibition in the State, 
did not impress the authorities. They 
refused to have any truck with 
something which was evil. It was 
an excellent wine that the company 
had produced strictly, of course, as 
a laboratory experiment. 

Alas, the Chief Minister of that 
particular State does not grow 
grapes and so does hot see the pos¬ 
sibilities of wine making. But wines 
are not made only from graoes. 
From mangoes, too, excellent wine 
can be made and it has been made. 
It only awaits a green signal to 
be given. Surely the M ; nister in 
charge of Export Promotion can 
lend his weight to get the line 
cleared. 

Profiteering in Fertilisers 

^HY prices of fertilisers are 
maintained at such a fantasti¬ 
cally high level in India, it has 
often been asked. But no satisfac¬ 
tory explanation has ever been offer¬ 
ed by the Government. At the mo¬ 
ment, fertilisers are accepted as the 
single most important agency for 
stepping, jjp agricultural produc¬ 
tion. And the need for wider utili¬ 
sation of fertilisers is fully accept- 
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ed. How do high prices of fortifi- 
eerg help their wider utilisation? 
The only plausible justification for 
so contrary a policy, one can ima¬ 
gine, could be that die Government 
is not, in ahy case, able to supply 
all the fertilisers that are needed 
in the country and that since the j 
total supply falls so far short of ! 
demand, internal prices would bear i 
no relation to the landed cost even 
if fertiliser prices and distribution 
were made completely free. Under 
the circumstances, reducing the 
price would only be an invitation 
to the intermediaries to help them¬ 
selves. The resulting situation has 
never been quite clear. There have 
been reports of accumulation of un¬ 
sold stocks and equally persistent 
reports of acute shortage. Both 
could be true at the same time, of 
course, continuation of such a para¬ 
doxical situation resulting from 
faulty distribution. 

It was only last week that we had 
occasion to mention the wide dif¬ 
ferences between the prices at which 
fertilisers are sold in UK and USA 
and the controlled prices at which 
Government agencies in India sell 
it to the farmers. This disparity is 
particularly difficult to explain, 
when so much is being also said 
about the necessity for popularising 
different types of fertilisers among 
the cultivators. Though it is fairly 
widely known that fertiliser prices 
are more than double of what they 
are in the west, the Ministry of 
Agriculture has never been too 
eager to publicise how much the 
Government makes out of it. A Fer¬ 
tiliser Pool has been in existence 
for a number of years but Pool 
prices, as in,the case of several 
other commodities, e g, steel, long 
oen«ecl to he what they were nor¬ 
mally intended to be, viz, an ar¬ 
rangement for averaging out prices, 
when domestic production costs are 
high and imports are cheaper or 
where there are several sources of 
supply with different prices. A 
Pool for averaging the prices should 
naturally onernte on a no-profit, no¬ 
loss basis. This is not how the Fer¬ 
tiliser Pool has been operated by 
the Ministry of Agricu'ture. The 
Pool earned the not inconsiderable 
surplus of Rs 34.5 crores between 
1957-58 and 1962-63 and for the 
current year the budget est'mate of 
the surplus is Rs ,7 crores. The Fer¬ 
tiliser Pool surpluses are transfer- 



RCOHCiM IC ' W KlItLY 


tetl to the Government revenue 
annually. 

Profiteering in fertilisers, how¬ 
ever, has been going on so long that 
one wonders what has induced the 
Government to think of changing its 
policy and reducing the prices of 
all types of fertilisers which, the 
Minister of Agriculture disclosed in 
the Lok Sabha, would be shortly 
announced. If it had been justified 
all these years to maintain inter¬ 
nal prices so absurdly high be¬ 
cause demand could not be met, 
and prices would go up in any case, 
what has happened now to induce 
the Government to change its mind ? 
Has the supply situation improved 
so much as to warrant a general 
price reduction? Or is it that un¬ 
sold stocks are creating a serious 
problem of disposal? 

But in the latter case, it is the 
distribution arrangements which 
have to be changed. Price reduction 
in particular areas may help to rec¬ 
tify past mistakes and often a solu¬ 
tion to local problems but a gene¬ 
ral policy of lowering fertiliser 
prices will still lack justification 
when there are areas of acute short¬ 
age— and unfulfilled demand even 
at the current high prices — in 
other parts of the country, assum¬ 
ing that the pricing of fertilisers 
followed so far did have a rationale. 

Too Much Coal 

\|^HAT exactly does a Plan target 
mean in respect of an industry 
which is wholly or largely in the 
private sector? Certainly, it is not a 
command or even an agreement bet¬ 
ween the Government and the in¬ 
dustry. The Government does oxer, 
cise a regulatory influence, princi- 

f ially through industrial and import 
icensing, but beyond that the achi¬ 
evement of private sector targets 
must depend on profit expectations 
and changing market conditions. 
These comments are provoked by 
the demand by the coal industry 
that in view of the accumulation 
of stocks of coal, particularly of 
the lower grades, the Government 
should reduce the output target for 
the current year. It is not clear 
what the coal producers want. If 
stocks of coal at pit-heads have in 
fact risen so high that mrther pro¬ 
duction is either physically im¬ 
possible or there is no incentive 
for it, then the producers cannot 


be txpedea to maintain production. 
But whejnp . does the Gqvenuaent 
come into the picture? 

The Plata target of coal waa for¬ 
mulated at a time of shortage of 
coal, largely because of transport 
bottlenecks, when consumers almost 
certainly overstated their require¬ 
ments. Expectations aggravate 
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both shortages and gluts, so that 
how with the coal supply situation, 
quite comfortable, consuming in* 
dustries. may not consider it neces¬ 
sary to maintain as large stocks as 
they would at a time of actual or 
anticipated shortage. In any case, 
the halting tempo of industrial 
growth duriqg the last two years 



Exide Batteries still keep going 
when the rest have stopped 


Silver Exide ire the strong¬ 
est. most reliable batteries 
under the sun. They are qua* 
lity tested at every stage of 
production . . . that's why 
you're sure of a long and 



trouble free life. Silver Exide 
Batteries are obtainable from 
dealers everywhere. So don't 
delay—and you’ll still keep 
going when the rest have 
stopped. 

SILVER 




A Chloride and Clide Product 




206b 








ftOM'HCt. Eie.crs, C(r) , 








in India's service 

With a heritage of over a century 
we lay claim to a creditable record of 
service in promoting India's economic 
development. The watchword is one 
of endeavour in the service of the 


















and die slow progress of power pro¬ 
jects could not but have had their 
impact on the demand for coal. 
The planning Commission's “Ap¬ 
praisal” of the Third Plan esti¬ 
mates that the demand for coal in 
the last year of the Plan will be 
‘‘substantially ' lower” than earlier 
estimated. The main reductions 
are expected in the demands of 
the steel plants (3 to 4 million 
tonnes), other industries (2 milli¬ 
on tonnes) and the Railways (1 
million tonnes). 

The current complaints of excess 
production are the loudest from 
producers of low grade coal in the 
Bengal-Bihar region. To some ex¬ 
tent their predicament may be 
traced to shift by consumers in 
West and South India to fuel oil 
during the last years of the Second 
Plan when transport difficulties 
drastically cut their supplies of 
coal. Further, the large output of 
washery middlings, which is ex¬ 
pected to reach 25 million tons by 
the end of the Fourth Plan, have 
probably robbed the low-grade 
collieries of important markets near 
the coal washeries. Finally, to the 
extent that production has gone up 
in the outlying coal mines, a part 
of the demand in these areas has 
probably passed out of the hands 
of the Bihar-Bengal collieries. In 
fact, this shift in source of supply, 
intended to ease the strain on the 
Railways, was a major objective of 
the pattern of coal production en¬ 
visaged in the Plan. 

Unfortunately, the shift is not 
destined to go very far, The Plan 
“Appraisal” expects that coal pro¬ 
duction in the last year of the Plan 
will be only 90 million tonnes as 
against the target of 97 million 
tonnes. The entire shortfall is in 
the public sector, the NCDC’s tar¬ 
get being cut from 31 miPion ton¬ 
nes to 24 million tonnes while that 
of the Singareni collieries is redu¬ 
ced from 6 million tonnes to 4 
million tonnes. What is more, 
it is stated that “while in the Ben¬ 
gal-Bihar coalfields the shortfall 
will not be appreciable, in the outl¬ 
ying fields, movement from which 
is expected to be comparatively 
easier, the shortfall will be of the 
order of 9 million tonnes”. Unless, 
therefore, the Plan estimate of de¬ 
mand goes completely awry this 
should set at rest the private collie¬ 
ries’ fears of a continued glut— 


though its implications 4»r the 
transport are likely to be far leu 
soothing. 

Lord of the Thais 

JTIELD Marshall Sarit Th ana rat, 

dictator of Thailand since 1957, 
is dead. Unlike the many critics 
whom he imprisoned, he died quiet¬ 
ly in hospital after a long spasmo¬ 
dic illness. Sarit was only paitially 
instrumental in desttoyi’ng the 
weak growth of Thai democracy 
(founded by a coup in 1932, after 
nearly five hundred years of abso¬ 
lutist monarchy). In 1947 he help¬ 
ed in expelling the civilian Govern¬ 
ment that repluced the military ad¬ 
ministration preceding Japanese 
occupation, and in the years up to 
1952, helped to eliminate the lar¬ 
gest section of civilian opposition. 
Thereafter, Sarit was one member 
of the unstable triumvirate which 
united the main factions in the 
Army and governed Thailand until 
1957. By that time, the Thais had 
seen seven major coups and six 
constitutions since 1932. The gap 
left by absolutist monarchy bad 
never successfully been filled by a 
continuous stable authority. Yet in 
this period, some modest civilian 
opposition had still been possible, 
and the legal structure of the State 
still provided for safeguards against 
an arbitrary executive. 

With Sarit’s coup, all this was 
changed. Rule by one of Sarit’s 
aides. General Thanom Kittika- 
chorun, was followed by the liqui¬ 
dation of all pretensions to Par.ia- 
melitary rule. In October 1958, 
Sarit formally seized the Govern¬ 
ment, abolished the constitution, 
dissolved the Assembly, banned 
political parties and proclaimed the 
martial law which has governed 
Thailand ever since. In addition, 
there were sweeping arrests of As¬ 
sembly members, journalists (twelve 
newspapers were closed), writers, 
trade union leaders (later, three 
union federations were suppressed) 
teachers, students, businessmen — 
like Diem in South Vietnam, Sarit 
accused all critics without excep¬ 
tions of being Communist sympathi¬ 
sers. 

For those who favour dictator¬ 
ship as an instrument to achieve 
economic development, Sarit’s re¬ 
gime was an example of a regime 
which, with a complete monopoly 
of power, did almost nothing to 


speed Thai industrialisation. True, 
Thai civilian life was ‘cleaned up* 
(literally, as well in spirit) through 
a radical social reform programme, 
but private investment remained 
sluggish and new industry hardly 
reduced Thailand’s total depend¬ 
ence on its rice production. Rice 
employs some seventy per cent of 
Thailand’s twenty-seven million po¬ 
pulation, and covers roughly seven¬ 
ty per cent of its agricultural land, 
but contributed beween 1952 and 
1956 only sixteen per cent of its 
gross national product (or forty 
per cent of total agricultural out¬ 
put). The other exportable crops 
(ruhher, maize, jute) have helped 
Thailand, the fourth largest export¬ 
er of food-grains in the world, to 
maintain a favourable external ba¬ 
lance (reserves have nearly doubled 
over the past decade), but have 
not decreased Thai vulnerability to 
world price fluctuations. Nor have 
they stimulated alternative employ¬ 
ment to take up the labour sladc 
in the economy. Thailand has one 
of the lowest rates of industrial 
growth in the world, and one of 
the lowest rates of per capita in¬ 
come. As throughout most of South- 
East Asia, the main trading and 
industrial operations are dominated 
by the Chinese. Also as elsewhere, 
the operations of the Chinese have 
been curtailed by fiat, to encourage 
Thais to participate in industry and 
commerce. Overall, Thailand’s key 
role as ‘bastion of democracy’ ita 
the area has ensured the mainte¬ 
nance of a certain level of stag¬ 
nant prosperity — about a quarter of 
Thai revenue comes from Washing¬ 
ton. In 1962, American help 
amounted to thirty-four m'Hion dol¬ 
lars of economic and eighty-one 
million dollars of military aid, 
making Thailand the eighth largest 
recipient in Ana. 

The cosy political sta'us quo has 
now been jeopardised by the loss 
of its centrepiece, the fifty-five year- 
old dictator. The incipient inrtability 
of Thailand after six years political 
monopoly is quite clear from the 
speed with which Sarit’s temporary 
successor, Thanom, has a’erted the 
Armed Forces against ‘subversion’ 
and ordered that there be no troop 
movements in the country without 
exnress command. The prisons are 
full, and the students have tradi¬ 
tionally resisted the pretens’ons of 
the dictator; on the Laotian bor- 
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dee, Sarit’s attempts to develop the 
ana fa order to insulate it against 
Patliet Lao infiltration, have not 
been significantly successful. Final¬ 
ly, China has long fostered the 
notion of a greater Thailand, pri¬ 
marily tp irritate Burma and Laos 
with their Thai minorities, but also 
to give Peking some foothold among 
Thailand’s rebels. All this, of 
course, is far above tbe heads of 
the peasant majority which, so far 
as can be seen, is still wedded to 
the monarchy and Buddhism. Whe¬ 
ther Thanom will be able to hold 
the fort against both civilian and 
military factions, until ripple caus¬ 
ed by Sark's passing has subsided 
is not clear. Democrats should pro¬ 
bably hope that he will not, in the 
hope that there is a civilian oppo¬ 
sition in the country capable of 
seizing power, of splitting the Army 
and resurrecting the hopes of 1932 
too long suppressed. 

The Ghost of Menderes 

’J'URKEY has once more come face 
to face with her long-term politi¬ 
cal problem, a problem reflecting the 
stagnant balance of power in her 
social structure. Before 1960, Prime 
Minister Menderes, based upon land¬ 
lords and peasants, ran a sort of 
mild dictatorship whose economic 
problems were covered by a vast 
flow of American aid, which still 
continues and last year amounted 
to 252.5 million dollars, including 
179.3 million military help (put¬ 
ting Turkey very near top of tbe 
list of pensioners). Business, politi¬ 
cally weak, in general accepted the 
statin quo. The Army, the most 
pervasive national institution, seem¬ 
ed also to accept a situation which 
guaranteed its own status and pro¬ 
gress. In fact, younger officers re¬ 
flected the pressures for change in 
Turkey, for expanding the role of 
industry, increasing tbe position 
and power of the nascent middle 
and professional classes, and for¬ 
cing back the peasant tide. In 1960, 
when Istambul students took the 
initiative in defying the Govern¬ 
ment’s increasing interference in 
academic life, it was the younger 
officers who refused to put them 
down and flgesented the generals 
with a fait accompli. To prevent a 
mutiny as much as to replace Men¬ 
deres, General Gursel led a coup 
that dissolved the governing Demo- 


cratl?9Sutj, goaled several thou- 
aand members of the administration 
and executed some members of the 
Government. 

All this created almost as many 
problems as it exercised, since the 
Generals were much less dear about 
what needed to be done than tbe 
younger officers. Tbe elections of 
October 1961 exhibited tbe same 
social structure in conflict — the old 
Opposition party under Menderes, 
the Republicans (under Ataturk ve¬ 
teran of the right, Ismet Inonu), 
captured 36 senate and 173 As¬ 
sembly seats. Menderes' heir, the 
Justice Party (led by Ragip Gu- 
mushpala) gained 70 and 173 seats. 
Of the two new parties, the New 
Turkish Party (said to reflect com¬ 
mercial and business opinion) re¬ 
ceived 28 and 65 seats, and the Re¬ 
publican National Peasants Party 
(allegedly of the large landlords) 
16 and 54 seats. Thus, somewhat 
splintered and changed by the new 
Constitution, the former balance of 
power appeared again, to the in¬ 
tense irritation of those officers who 
had initiated the 1960 coup, many 
of them now immured in Turkish 
embassies abroad to keep them out 
of trouble. Inonu’s expedient for 
escaping the stalemate was an un¬ 
easy coalition with the Justice par¬ 
ty. Simultaneously, he sought to 
initiate some development effort 
with a five-year plan envisaging a 
7 per cent per annum increase in 
national income (mainly through 
agriculture and housing). Develop¬ 
ment, however, was severely cur¬ 
tailed by the need to keep both the 
Army and the landlords happy. 
Military expenditure was increased 
at a time when agriculture was stag¬ 
nating and unemployment high, 
and Inonu refused to entertain any 
radical agrarian reform plan or 
raise taxes on land ownership. 

This partial return to the Men¬ 
deres mixlure-as-before could not 
have pleased the Army radicals, 
particularly when the Justice party 
continued to attack the I960 settle¬ 
ment and demand an amnesty for 
those imprisoned at that time. This 
frustration welled up into two abor¬ 
tive coups, in February last year 
and this Mav. led by Colonel Talat 
Aydemir. The second attempt 
prompted the imprisonment of some 
148 officers and 1,459 officer cadets. 
That neither coup succeeded and 


officers could be goaled demonstrat- 
ed just how divided the Army is. 



In May af last year, under Jus¬ 
tice pressure for an amnesty for 
the 1960 prisoners, the Coalition 
broke down. Inonu then created a 
second coalition with the two minor 
parties. Meanwhile, the economy 
showed few signs of greater health. 
In April, in Adana, peasants de¬ 
monstrated for agrarian reform, and 
throughout last year and this, the 
trade unions have been pressing 
with increasing strength for better 
conditions in industry. 


However, the Government surviv¬ 
ed until November when the first 
local elections siuce 1954 were 
held. The Justice Party with 47 
per cent of the vote secured some 
42 provinces, while the Republicans 
captured a mere 23 seats and the 
New Turkish Party one. Promptly, 
Ekrem Alican of the New Turks 
decided association with Inonu was 
a political liability, and withdrew 
his party from the Coa’ition; ten 
days later, the Republ can National 
Peasants evacuated the ship, and 
on December 2, Inonu was forced 
to resign. 


To the surprise of all, however, 
President Gursel on December 10 
asked Gumushpala if the Justice 
party could form a coalition. This 
the Justice party are currently seek¬ 
ing to do, while proclaiming the 
need for new elections so that its 
strength in tbe country can be re¬ 
presented in a clear Assembly ma¬ 
jority. Again, tbe party has for the 
moment dropped its demand for a 
general amnestv. and refrains from 
attacking the 1960 settlement; but 
this can offer little comfort to tbe 
Army • which, desoitc all its efforts, 
despite its formal defeat and over¬ 
throw of the Menderes regime,, is 
faced with the resurrection of vir¬ 
tually all that Menderes stood-for. 
Perhaps Gumushpala will not he . 
able to form a Government-and ; 
Inonu will be recnlled; perhaps 
some outside deus ex machina will 
come to translate the insoluble into 
the trivial. Perhaps. But it is the 
ultimate insolubility of the crisis 
which is impressive : a Gordian 
knot that, sadly, only tbe brut© 
force of the Army, whether or not 
decorated with slogans of a return 
to Ataturk, seems likely to be able 
to cut. 
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Capital View 

Where Do We Go from Here? 

Romesh Thapar 


'J’HIS seems to be the silly season. 

In whichever direction we turn, 
there is puzzled confusion. The 
Prime Minister reiterated in a 
speech at Agra that ‘China will 
not vacate Indian territory by it¬ 
self. It will have to be made to do 
so.’ This naturally implied tacit sup¬ 
port for the U S decision to send 
the Seventh Fleet into the Indian 
Ocean, but informed official circles 
were equally convinced of his de¬ 
termination categorically to de¬ 
nounce this uncalled for interference 
in South Asia. This condemnation 
did not materialise. 

Reactions to the controversial 
Seventh Fleet story were slow in 
crystallising, partly because of an 
initial refusal to believe that such 
a move impinged on Indian sove¬ 
reignty, as the VOA deal did. and 
partly owing to our pre-occupation 
with the ‘the grand tour’ of Chou- 
En-lai and Chen Yi to Africa and 
beyond. We were terribly busy try¬ 
ing to explain how the Chinese, 
whom we had declared as thoroughly 
isolated, were able to get invita¬ 
tions from Nasser and others when 
their clear intention was to some¬ 
how muscle their way into a con¬ 
ference of under-developed or non- 
aligned of oppressed peoples. Ayub 
of Pakistan was also playing it 
smooth and skilful in Colombo. 

Shock Treatment 

Back home, with the little Goa 
pimple becoming septic, those in 
the Capital who are able to reserve 
a few minutes for cogitation in the 
course of their ‘socialising’ just can¬ 
not understand what Finance Min¬ 
ister Krishnamachari is doing to 
the economy. A few days ago, the 
stock markets were in retreat and 
businessmen were accusing him of 
legislative excesses, of attempting 
nationalisation ‘through the back 
door’. Now, the stock markets are 
advancing and confidence has retur¬ 
ned to the captains of industry. 
Armarently those earlier naughty 
bills passed by Parliament have 
been forgotten in the excitement 
over the Finance Minister’s decontrol 
measures to stimulate the economy. 


This kind of cynical shock treat¬ 
ment both at home and abroad 
could very well have stirred us 
from the depths of our apathy and 
amorphousness and sharpened the 
demand for a clearing up our now 
muddled political and economic per¬ 
spectives, but the opposite has hap¬ 
pened. The shocks have numbed 
our senses, made us even more 
amorphous than before, prepared to 
drag on from day to day in the hope 
that better times are bound to be 
ahead. It matters little that there 
is no evidence to suggest this. 

Tire Seventh Fleet 

Quite clearly, the starting point 
of any coherent enunciation of po¬ 
licy must begin at the China ques¬ 
tion-mark. Do we envisage a ne¬ 
gotiated settlement of the border or 
do we believe that our neighbour 
intends to continue a private cold 
war. The present practice of swing¬ 
ing, somewhat gently, between two 
rather opposite positions has made 
us look ridiculous to intelligent 
observers and also encouraged the 
fatuous, half-baked attempts to align 
us militarily and ideologically 
against the communist world. 

The business of sending the Se¬ 
venth Fleet into the Indian Ocean 
is the culmination of the kind of 
thinking which was behind the VOA 
deal and the joint air exercises and 
the stupid publicity which accompa¬ 
nies these things. All the subtleties 
employed by the Prime Minister 
that General Maxwell Taylor had 
‘very casually’ mentioned that the 
US Government was considering the 
advisability of some of the ships of 
the Seventh Fleet cruising in the 
Indian Ocean, that there was no talk 
about these warships visiting Indian 
ports or seeking any facilities, that 
there was no proposal for any joint 
naval exercises, that such cruising 
is norma! — cannot hide the fact 
that our continuing ambivalence 
about commitments has again gra¬ 
vely embarrassed us, and also da¬ 
maged what remains of our image 
in the non-aligned world just when 


Chou En-lai and Chen Yi are out to 
win friends and Influence people. 

From what one can gather of this 
latest ‘leak’ is that the military 
allies of the US, including Pakistan, 
were informed of the decision to 
extend the patrolling of the Seventh 
Fleet several weeks ago. They 
were definitely given to understand 
that the Government of India had 
agreed to this move, that Indian 
ports would be used for shore leave, 
etc, that certain familiarisation 
exercises might also be held. The 
•leak’, if it can be so described, took 
place in Rawalpindi or Karachi. 
There was confirmation from the US 
diplomatic establishment in Delhi, 
and the added information that 
Prime Minister Nehru had been 
‘briefed’ a couple of months ago. 
The news was planned to be relea¬ 
sed at the conclusion of General 
Taylor’s visit to the sub-continent. 

GOl Approved the Move 
This is all very disturbing. The 
implication is that there is a poli¬ 
tical group in the GOI which app¬ 
roved the move and persuaded the 
Prime Minister that there was noth¬ 
ing objectionable in it- The Prime 
Minister’s naive statement in Parlia¬ 
ment on the subject tends to confirm 
this theory, for even now he seems 
oblivious of the repercussions in 
South Asia, in Africa and in Arabia. 
And one of the by-products of the 
speculation is that, at last, we have 
absolute proof that V K Krishna 
Menon is no longer advising the 
Prime Minister nor is he in constant 
touch with him —a fact which the 
psychopathic have refused to accept 
these many months. 

The Seventh Fleet business, which 
is bound to escalate if persisted in, 
has served one useful purpose. It 
has convinced many non-believers 
that our foreign policy is very much 
in the doldrums. The China Ques¬ 
tion cannot be tackled on the basis 
of changine political moods and 
hunches. We have to make uo our 
minds what we intend to do — 
and have the courage to say so. 
Then it will be possible to plan 
coherent policies. 
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Internally, despite Congr«* Paxty 
perorations abcyt building demo- 
era tic socialism, we are moving into 
an even more prosperous private 
sector era. Significantly, the savi¬ 
ours of the private sector are not 
Morarji Desai and S K Patil, hut 
the once-upon-a-time-feared TT Kri- 
shnamachari who seems to have dis¬ 
covered a new formula for political 
success —talks designed to whet 
the profit appetite of the marketeers 
and manufacturers, legislation which 
reassures the party politicians wed¬ 
ded to socialist concepts and a rami¬ 
fied system of pledges and vendettas, 
checks and balances, controls and 
decontrols, secrets and leaks, all 
coordinated. TTK is obviously glad 
that his scheme of things is little 
understood at cabinet level, or even 
among businessmen, for understan¬ 
ding in under-developed conditions 
only creates controversy and paraly¬ 
sis! 


Again* this background, It is aa>u- 
. sing to loam duct Congress Presi¬ 
dent-elect Kamamj is likely to 
stress the need for an ‘all-out open 
fight’ against anti-socialist forces 
'whatever their hue or cry’. He 
will speak in Tamil, and careful 
translations of his speech are being 
prepared to make his meaning clear 
to one and all. Quite right, too, 
considering that he is reported to be 
planning to warn ‘the new genera¬ 
tion of Congressmen’ against ‘the 
unholy attempts of the so-called 
English-educated class, capitalists 
and communal ists to sabotage the 
country march towards socialism’. 
He plans, it is said, a four-point 
programme ‘for tangible action to 
usher in tangible socialism’. 

The confusions notwithstanding, 
thoughts are turning to Bhubane¬ 
shwar. Parliament adjourns within 
a few days. Then another festive 
season descends. Winter is here 
with a vengeance. Soon, we will 



he' tfag fe&appy 

ye*r and ringing m I wftfeh we 
hops wHi ^fiM the pmfeiss of some 
substantial 1 progress '%<» a patient 
people, In a sense, das » the time 
for reflection, for re-anesaments. 
for re-dedication. Will these essen¬ 
tially elementary processes take 
place before the leaders of the Con¬ 
gress party gather at Bhubaneshwar 
or are we about to witness another 
tamasha? 

Back in the Planning Commission, 
Deputy Chairman Asoka Mehta has 
arranged a meeting of minds just 
before the Christmas holidays, a 
business-like half-day meeting which 
in the course of offering advice and 
suggestions will be answering the 
question: Where do we go from 
here? It is a question which should 
be asked at every level of national 
life. And then, perhaps, it will be 
heard at Bhubaneshwar, in Delhi, 
in the Capital — and it will become 
persistent until an answer is found. 


Foreign Exchange... 

Syndicate Bank with its network of more than 
189 Branches is ready to look after your Foreign 
Exchange Business requirements, such as:- 

Negotiation and Collection of Bills and Cheques 
-ft Issuing Letters of Credit 
-ft Remittance to Foreign Countries 

☆ Advice on Export & Import Business, Exchange Control etc. 

Leave your worries in our experienced hands ! 

SYNDICATE BANK 

The Canara Industrial & Banking Syndicate, Limited 

Regd. Office: UDIPI, S India 
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Bengal’s Bitter Rice 
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4 T the races in Calcutta on Satur- 
' 1 day a Madras horse named 
Bengali” won the Cooch Behai 
(.up. “in grand style" according to 
l)n e newspaper; the odds were 7 to 
2 ; and the tote paid Rs 25 (win) 
lor Rs 5, That just about ends the 
.qory of West Bengal's tale of 
triumph. The State has been told 
|,y the Planning Commission that 
its performance to date with the 
Third Plan has been most disap¬ 
pointing and so the size of the 
State’s plan for 1964-65 has been 
slashed to Rs 71 crores. The record 
is said to have been most “dismal’’ 
in agriculture. During 1961-62 the 
provision for agriculture and minor 
irrigation was Rs 9.41 crores of 
which only Rs 3.13 crores was spent. 
There was a slight improvement in 
1962-63; expenditure rose to Rs 
4.38 crores against an allocation of 
Rs 9.19 crores. The equation of ex¬ 
penditure with achievement is, of 
course, ex deftnitione. 

While the population of the State 
has risen alarmingly, jxice C Subra- 
tnaniam, food production has fallen. 

In 1962-63 food production amount¬ 
ed to no more than 4.791 million 
tons against the 1960-61 base-level 
estimate of 5.84 million tons. Little 
has been achieved in increasing the 
production of rice, despite schemes 
ol intensive cultivation adopted since 
the Emergency. In its failure to 
achieve the targets of the Third 
Plan, West Bengal seems entirely 
in step with the rest of the coun¬ 
try, however dis-obedie'nt and non¬ 
conformist it may seem in other 
respects. 

Tire Other Side 

Failure in agriculture is thus to 
be admitted, without necessarily get¬ 
ting inco'nsolahlc over it. In the 
sphere of power generation and me¬ 
dium industries the State’s record 
is said to he “ highly creditable . 
In the first three years of the Plan 
the State has exceeded the alloca¬ 
tion for medium industries. All 
deficiencies in agriculture should 
certainly be corrected. Aet the mid¬ 
term appraisal of West Bengal s 
performance with the Plan may 
have another moral. It is quite pos¬ 
sible that achievement of agricultu¬ 
ral self-sufficiency in West Bengal 


has been given altogether too high 
* P[ 10nt >’ b y the Centre. Professor 
Arthur Lewis argued a few years 
ago that, perhaps, India as a whole 
could afford to remain an importer 
of food if it. became a more signifi- 
cant exporter of manufactures. It is 
suggested, on the basis of West 
Bengal s success in medium indus¬ 
tries, that it may well be worth 
West Bengal’s while to invest more 
in industry and less in agriculture; 
and no good done to West Bengal 
can be without benefit to the coun¬ 
try as a whole. (Non-Bengalis in 
particular will profit from Asok 
Mitra’s recent publication, “Calcut¬ 
ta; India s City”, New Age Publish¬ 
ers, Rs 10.) 

It may well be that with the loss 
of East Bengal went al] hope of 
Bengal’s self-sufficiency in food. 

And in a huge country such as 
India there is no reason why everv 
region must be self-sufficient in this 
respect. May it not he more econo¬ 
mic to let every State grow as its 
resources and genius dictate and 
thus contribute to the nation’s 
wealth what it is best suited for? 

As the country sombrely debates 
the reasons for the failure of the 
1 hird Pan it should ponder the 
extent to which economic planning 
bus been reduced to nonsense by 
regional demands for industries 
which would flourish much better 
elsewhere. If West Bengal can feed 
the rest of the country with indus¬ 
trial products it can easily buy its 
food from the rest of the country. 
There is no need to make u fetish 
of national or State self-sufficiency in 
food. 

West Bengal’s success with medi¬ 
um industries evokes broader refle¬ 
ctions. Calcutta does not permit 
cycle rickshaws, pedicabs; and in 
the whole of the city there is not a 
single Bengali rickshawallah. Go to 
anv suburb of the city where cycle 
rickshaws are allowed; you will see 
the majority of the rickshawallahs 
are Bengalis. Bengals' general aver¬ 
sion to manual labour is notorious, 
perhaps in part ineradicable. This 
general observation takes little ac¬ 
count of the Bengali cycle ricksha- 
wallahs. Add a bit of machinery 
and manual labour is no longer 
looked down upon, The larger lac- 


m 


tories in the State may well emp¬ 
loy an unusually large number of 
workers from other States (for 
which the much maligned Bengali 
deserves more thanks than he gets) 
but the now extinct auxiliary indue- 
tries of Howrah were manned al¬ 
most exclusively by Bengalis. 

Whenever West Bengal requests 
installation of a new industrial pro¬ 
ject the cry is raised that the State 
is already over-industrialised. It is 
ironical to hear of an overdevelop¬ 
ed State in an underdeveloped coun¬ 
try. That urbanisation set in earlier 
in West Bengal than elsewhere and 
that it may already be an irreversi¬ 
ble process, which inevitably affects 
agricultural prospects, are perhaps 
West Bengal’s business. What the 
country has to consider is the coat 
to itself of setting up industries in 
places where additional and essen¬ 
tial facilities have all to be created 
afresh. 

No Idyll 

This writer rejected long ago that 
romantic view of Bengal and the 
Benguli in which the State and its 
people were assigned a particular 
role, mainly unrelated to realities. 
There, is not one good reason why 
a job good enough lor a Bihari or 
a Bombayite should not be good 
enough for a Bengali, whatever 
nonsense he may uncritically beli¬ 
eve about his culture. On the other 
hand it is in the interests of the 
country as a whole to employ and 
exploit Bengal and its people in 
assignments they ore naturally best 
equipped for. 

The other regions’ industrial am¬ 
bitions are entirely legitimate. It is 
also conceded that in a free and 
democratic country the economic 
consideration cannot be supreme; 
political feasibility is important. It 
may' yet be a valid indictment of 
the Government of India and the. 
Planning Commission that they have 
ignored the natural advantages and 
existing facilities in West Bengal. 
The Plan’s overall failure may well 
he attributable lo the fact that it 
was never given half a chance to 
take aq overall view of the Indian 
economy. West Bengal’s agricultu¬ 
ral failure has to be read with its 
success in medium industries. 

— Flibbertigibbet 
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Book Review 

Regional Inequalities 

j Krishnamurty 

lnter-Di strict and Inter-State Income Differentials: 1955*56. National Council of Applied Economic Research Occa¬ 
sional Paper No 6, June 1963. Pp v + 33. Price Rs. 3. 


The 

object of this study of district 
incomes, it is stated, is to locate 
backward regions in the economy. 
To begin with, the National Council 
has estimated district income for one 
year, 1955-56, the first year of the 
Second Plan. The Council is now 
engaged in making similar estimates 
of district income for 1960-61. When 
these estimates are ready, a compari¬ 
son with the estimates for 1955-56 
would be possible. 

Concepts and Method 

District income is defined to mean 
“the income originating from current 
production of goods and services 
within the geographic boundaries of 
the district”. The product method 
has been used to estiina'e income 
from agriculture, animal husbandry, 
forestry, fishery, mining and factory 
establishments. Since output figures 
in these cases have been obtained at 
the district level, the procedure does 
not seem objectionable. Rut what is 
astonishing is the bland statement 
that income originating in small-scale 
industries, construction, communi¬ 
cations, railways, organised banking 
and insurance, other commerce and 
transport, professions and liberal 
arts, domestic services. Government 
and miscellaneous services and house 
property is estimated by using 
all- India averages of net value added 
or net earnings per person employed. 
Since these sectors together accounted 
for '15.9 per cent of net national out¬ 
put at factor cost in 1955-56, to say 
that “ ... it is not possible to assess 
the degree of reliability of the dis¬ 
trict income estimates; they may 
probably be. subject to a larger mar¬ 
gin of error than the State or na¬ 
tional income estimates” (italics 
added) is to put it mildly, indeed ! 

To obtain the size of the district 
working force, NCAER data 1 on the 
rate of growth of population in diff¬ 
erent States have been appIicd to the 
district working force figures of the 
1951 Census, available in the District 
Census Handbooks. In other words, 
the ratio of population to working 

1 “Population Projections of India, 
1961-76”, NCAER, 1960 (printed 
for limited circulation). 


force for the State as a whole is 
assumed to apply to all districts in 
the State, and this ratio is assumed 
to have remained constant between 
1951 and 1955-56. On the other 
hand, however, to arrive at per 
capita district income estimate 
is divided in each case by a 
population figure for tire district 
obtained as an interpolation on the 
1951 and 1901 Census figures. The 
use of a population projection (and 
that too one, that has not proved loo 
accurate) for the one purpose and 
Census figures for the other is a 
serious methodological limitation. 
The State working force estimates 
also could have been based on inter¬ 
polations using 1951 and 1961 
Census data. 

Inter-State Comparisons 

The analysis of intcr-State diff¬ 
erences in income which follows is 
far from being as modest as the stat¬ 
istical limitations warrant. To claim 
that the study has revealed that 
Orissa is probably not really so back¬ 
ward as is generally believed or that 
Punjab has a markedly low propor¬ 
tion of income from industry, is to 
forget, in the former case, that ihe 
use of all-India estimates for in¬ 
come of product per worker (espe¬ 
cially for service industries) may 
have resulted in significant over¬ 
estimation of income and, in the 
latter, tha) the income from small 
industry is very likely to be under¬ 
estimated 2 . 

leaving such precarious inter¬ 
state comparisons alone, one of the 
general conclusions of the study is 
that “a majori'y of the districts have 
lower level of industrialisation than 
the economy as a whole, while a small 
number of districts at the other ext¬ 
reme is highly industrialised”. Fur¬ 
ther. the “share in the total income 

5 K N Raj: "Some Features of the 
Economic Growth of the Last De¬ 
cade in India”, The Economic 
Weekly, Annual Number, February 
1961. 

P N Dhar and S Sivasubramaniam: 
“Small Enterprises: Their Contri¬ 
bution to National Income". The 
Fconomic Weekly, Special Number, 
July 1962. 


of the 207 districts, having a smaller 
per capita income than the average, 
is 60 per cent, whereas they account 
for approximately 73 per cent of the 
population. On the other hand, the 
82 districts which have a per capita 
income of Rs 250 or more claim as 
much as 40 per cent of total income 
while they account for only 27 per 
cent of population”. 

The bottom ten per cent of districts 
I in terms of per capita income) are 
distributed thus : Uttar Pradesh 11; 
Bihar 10; Orissa 4; Assam 2; Mad¬ 
hya Pradesh 1; and Mysore 1. On 
this, the study has this comment to 
offer: “It may be thought that the 
relalively high concentration of 
backward districts in Uttar Pradesh 
may be mainly due to the large size 
of the State. Bui this does not ap¬ 
pear to be so; whereas Uttar Pra¬ 
desh accounts for about 17 per cent 
of the total population, nearly 40 
per cent of the backward districts 
are found to belong to this State”. 
Unless all districts have roughly the 
same population, this is not very 
meaningful. A more correct state¬ 
ment would be that U P has 17 per 
cent of the total population of 
India, but 35 per cent of the popu¬ 
lation of all backward districts in 
the country. 

Beguiling Statistics 

A striking example of statistical 
misrepresentation is Table 2 on page 
10. It attempts to show the range of 
variation in the percentage of dis¬ 
trict income originating from agri¬ 
culture, manufacturing, and services 
for the 14 States. We are told that 
the range for agricultural income 
in Maharashtra is 1-61. This is 
breath-taking — till one excludes 
Greater Bombay and then the range 
is narrowed to 22-61. Similarly, the 
range for Madras State can be re¬ 
duced from 0-66 to 35-66 by exclu¬ 
ding Madras district. Even more 
surprising is the case of income 
from services in Madhya Pradesh : 
the range here is 0-44. But how is 
it that this remarkable district which 
has no income at all from services 
does not figure in Table 15 (p 22) 
which gives the sectoral composition 
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to total population la well above the 

national average. 


official and non-official studies, nor 
does U dearly indicate the basic 
limitations of the data used by it. 
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of district income for the 39 districts 
of Madhya Pradesh ? According to 
this table, the range for income from 
services should be 11-44. 

The study does not go into the 
rural-urban composition of the dif¬ 
ferent districts, though the 1961 
Census data were probably available 
in time to be made use of. Using 
the Final Population Totals \ it is 
possible to draw the conclusion that 
in the bottom ten per cent of dis¬ 
tricts (ranked according to per ca¬ 
pita income) the percentage of rural 


Whether one should wait for the 
best estimate, or try to make the 
best use of available data is a fami¬ 
liar problem. For a study like the 
present one, it is perfectly in order 
to take the latter course, provided 
the provisional nature of the conclu¬ 
sions drawn is clearly indicated. The 
NCAER’s study, however, does not 
seem to have made use of some of 
the latest data thrown up by various 


Finally, instead of a most mis¬ 
leading scatter diagram of the re¬ 
lationship between percent of State 
income from different sectors of eco¬ 
nomy and per capita State income 
(frontispiece), and two equally mis¬ 
leading tables (Tables 2 and 5), it 
would have been far more useful to 
give a district map of India. 

3 Census of India, Paper No 1 of 
1962. 


Known and trusted on every Continent 
of the globe , the trademark ' Sanforized* 
can boost the export of Indian cottons 


Over 400 textile firms in 49 
countries are licenced to pioduc? 
fabrics bearing the trademark 
'Sanforized’. It is known and 
trusted by millions of consumers 
the world over. To them and 
to the textile trade ‘Sanfoi ized' 
signifies a reliable, uniform 
standard of shrinkage control. 
This standard is rigidly enforced 
in India, as everywhere else, by 
the technical representatives of 
Cluett, Peabody & Co. Inc., 
owners of the trademark. 



Cotton cloth that is labelled 
'Sanforized’has the identical inter* 
national standard of performance 
- it will not shrink out of fit. The 
trademark can give a tremendous 
boost to India’s export of cotton 
textiles. It can help the industry 
to touch - perhaps exceed - the 
Third Plan target of 600 million 
yards of doth for export and thus 
earn valuable foreign exchange. 

Issued by Duett, Peabody & Co., Inc. 
(Incorporated in the U S.A. with limited 
liability) proprietors of the registered 
trademark 'SANFORIZED*. The 
trademark proprietors use the trademark 
'SANFORIZED*, or permit its use by 
authorised registered users, only in respect 
of tasted fabric which meets the trademark 
p r opr iet ors* strict requirement! 
aS0> residual shrinkage. 




Ftt i^tnwjn; Sanftri ut Santa*. fe, Marin* Drive, Bombay a. 
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Congo: Ordeal of Power 
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(By a Special Correspondent) 

Three years after independence, the economy of the Republic of Congo is on the rocks, with an infla- 
twn that is outpaced only by that in Brazil and Indonesia and with urban unemployment enveloping more 
than 30 per cent of the urban labour force . Living standards have declined precipitously since I960 and the 
downward spiral shows no signs of slowing down . 


In an attempt to stem the speculative run against it, the Congolese franc has been devalued by two- 
thirds. But, given the virtual absence of any coherent fiscal policy and the vast proliferation of military 
and administrative expenditure, the momentary effect of the devaluation will soon wear itself out. 

Only one-third of the Government’s current expenditure is met out of normal budgetary resources. De¬ 
ficit financing and foreign aid fill the gap, while the large forcign-owned corporations continue to enjoy an 
unofficial tax holiday. And, given the difference between the official and the black market rates of exchange 
of the franc, the bulk of the nation’s exports have go ne underground, official export figures covering at most 
one-fifth of total exports. 


Devaluation, or other well-meant economic reform, will have no lasting effect because the cause of the 
disease that grips Congo is not economic, but political. 


^HEN will Adoula be given the 
rabbit punch ? What will be 
the cumulative impact of the deva¬ 
luation that has just been seL in 
motion ? What is the social' basis 
of power of the Binza Clique? What 
is on the cards when the U N’s 
mandate expires at the end of next 
July ? In a word : whither the 
Congo ? No one knows what the 
crystal ball holds and these ques¬ 
tions are as frequently raised with¬ 
in the Congo as abroad. 

Whatever the thematic variations 
on the Congo's destiny, the consen¬ 
sus is abundantly clear : three years 
after the excruciating birth pangs 
of the Republic the national econo¬ 
my is on the rocks, saddled with ati 
inflation that is only outpaced by 
Brazil and Indonesia; with urban 
unemployment enveloping more than 
30 per cent of the urban labour 
force. 

Katangcse secession is formally at 
an end, but even the scissoring qf- 
Katanga into three provinces Has 
not tackled the root cause that in¬ 
duced secession almost simultaneous¬ 
ly with the advent of independence. 
It must be borne in mind that 
Katanga and Leopoldvi'le were the 
two radiating poles of growth in 
the period of prestigious economic 
growth between 1950 and 1959, and 
that deep regional antagonisms ex¬ 
isted prior to independence. In¬ 
dependence, together with external 
interferences, and the absence of an 
ideologically cohesive central power 
exacerbated this regionalism, conse¬ 
crating its Split. The end of the 
secession, or what Congolese public 


relations misleadingly bill as a ‘na¬ 
tional reconciliation* is not a con¬ 
summated psychological, economic 
and political fact — by far. 

Notwithstanding massive foreign 
aid the Congo remains the tragic 
prototype of an emergent African 
state for whom the dignity of poli¬ 
tical independence has not been 
translated into higher standards of 
living or more fundamental social 
mutations. Rather, living levels 
have declined precipitiously since 
I960 for the masses and the down¬ 
ward spiral shows no signs of slow¬ 
ing down. 

Economic Concentration Continues 

One of the protuberant anatomi¬ 
cal features before freedom was the 
high degree of economic, concent! a- 
tion in which the poor white had no 
place. From its very inception the 
Congo became the lucrative edifice 
of such corporate giants as the 
U M H K, Unilever and the inter¬ 
national petroleum cartel, amongst 
others, with their interlocking direc¬ 
torates. This concentration, which 
grew to an incredible degree, con¬ 
tinues to prevail, its structures un¬ 
impaired and the Congo a dis¬ 
embowelled nation. Continued for- 
cien ownership of the nation’s 
resources remains in the hands of 
these majors with all its spectral 
political penumbra. 

‘Afri'-anisation’ has led neither 
to a diffusion of Dower or to a threat 
of alienation of these properties, but 
to the bogus inclusion of certain 
Congolese on boards of directors 
with no effective power. It has 


thrown up some Africans who have 
rallied to a system congenial to their 
pockets; a few have been drawn in¬ 
to the ranks of middle corporate 
structure, not the dominant ones, 
though even if they had been, they 
would be nothing more than ciph¬ 
ers as seen from the experience in 
former British and French colonial 
territories. 

The locus of power continues to 
be in the board rooms of the capi¬ 
tals of the Common Market. Afti- 
canisa'ion is. therefore, nothing but 
a cheap public relations gimmick 
destined to buttress the power of 
corporate capital in the new context 
of independence, and is one of the 
marked traits of neo-colonial ism. It 
is a paying proposition. Lumumba 
understood clearly its sinister impli¬ 
cations when he described it as the 
partnership of the hangman to his 
rope. 

What has emerged since indepen¬ 
dence is a minus-ide minority en¬ 
riched by the. traffic in import licen¬ 
ses, land and foreign exchange spe¬ 
culation. embezz'ement of public 
property, foreign aid, commissions 
by foreign corporations and every 
other species of licit and illicit tra¬ 
ding. It is this caste which has 
creamed the nv’lk of freedom em¬ 
bracing the political elite, the upper 
echelons of the military and the top 
crus* of the civil service. Overwhel¬ 
mingly, the members of this caste 
were precisely those who had been 
catapulted into the charmed ranks 
of the ivoluis during colonisat’’on. 
This is not entirely illustrative, 
however, of Pareto’s theory of the 
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HARVEYS 
STEP UP THEIR 
INDUSTRIAL ° 
FABRIC 
PRODUCTION! 


New they can icrvt more industries than ever! 
Harveys' Madura Mills—India's largest pro- 
Queers of industrial fabrics—have to date been 
supplying leading manufacturers throughout the 
country with a wide variety of light, medium 
•nd heavy industrial fabrics. The installation 
of additional new high speed looms and up-to- 
date precision machinery—among the world's 
most modern —now enables Harveys to accept 
many more orders of varied character. 
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of manufacture — ensure that all 
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circulation ol elites. For within 
the last year a handful of the non- 
holuh under the colonial adminis- 
tr&tion nave moved, into the privile¬ 
ged phalanx without departing froin 
the specifications of a neo-colonial 
order. 

This nascent social force is not a 
bourgeoisie in the conventional us¬ 
age of that concept, but a parasiti¬ 
cal hot-house product with all the 
vulgar external trappings of that 
class: debauched living, ostentatious 
consumption, Swiss bank accounts of 
Himalayan proportions, European 
villas, and several of whose progeny 
are shuttled to Europe’s exclusive 
private and finishing schools. 

It is no secret in Leo that these 
latest model tail-finned limousines 
and their social accessories are the 
droppings hestowed for services 
loyally rendered — a practice that 
has become so pedestrian that they 
have ceased to be a source of amuse 
ment. The Congo is an ideal post¬ 
graduate school for a Delhi Con¬ 
gressman. The big celebration here 
has become a permanent fixture of 
a way of life. When I asked a 
minister, a practising Catholic, to 
e-xplain the causal origins of the 
malaise, he comfortingly riposted 
that corruption is universally in¬ 
herent in human nature. Presumably 
the dispensations of providence are 
inscrutable. 

Economic immobilism there is, 
but not so in the field of luxury 
housing for the European and na¬ 
tive elite. Leopoldville’s population 
has soared from about 300,000 to 
over a million today. The public 
services are over-burdened; cheap 
low-cost housing is at standstill, bul 
the. shanty towns have mushroomed. 

The speculative offensive against 
the Congolese franc, symptomatic 
of the post-independence period, 
has been bogged down since the 
promulgation of the two-thirds deva¬ 
luation. Hitherto, the official ex¬ 
change rate has been CF 64 = US SI- 
The new rate provides for a buying 
rate of CF 150 and a selling rate 
of CF 180 per US 81. Exchange 
proceeds are ostensibly to be turned 
in at the buying rate and all ex¬ 
change payments will be made at 
the selling rate. 

It is claimed that the difference 
between the buying and selling rates 
in the new system will provide the 








Government with an additional so- 
urce of income for budgetary pur- 
poses. This » dubious. In a lew 
weeks time the offensive will be re¬ 
sumed with added impetus, and the 
pre-black market rate of 400 francs 
to the dollar that has momentarily 
slipped will catch up and surpass 
the old black market rate. 
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dollar* in the ivory traffic with 
Kenya. This is daily f.re. Another 
instance is the gift of 50 lorries by 
& embassy for the interior 

which is afflicted by critical trans¬ 
port bot.lenecks. They never reach¬ 
ed their destination, but were grab¬ 
bed by certain ministers and sold in 
the Leopoldville bLck market. 


Given a non-existent fiscal frame, 
vast proliferating military and ad 
ministra ivc expenditures 9uch a 
course is inescapable. A mere third 
of current Government expenditures 
is met out of locally generated in¬ 
come. Deficit financing and foreign 
aid fill the gap. The large corpora¬ 
tions continue to enjoy a quasi-per¬ 
manent tax holiday; moreover, the 
potentially salutary effects of the 
devaluation h:.ve already been wip¬ 
ed out by equivalent price and 
wage boosts, and the increasingly 
unfavourable balance of trade will 
not be long in appearing when pre¬ 
sent inventories run down. 

Exports Co Underground 

Given the discrepancy between 
the. official and parallel market rates 
the bulk of the nation’s exports have 
gone underground. Brazzaville, in 
the other Congo, before the anti- 
Youlou coup was the epicentre of 
this contraband traffic, notably in 
diamonds. With relations taut to 
breaking point between Brazza and 
Leo this traffic has dropped to a 
trickle, and is being redirected via 
Fast Africa and Angola. Much of 
this traffic could not flourish were 
it not for complicity at the ministe¬ 
rial level both at the Centre and in 
the provinces. The parallel market 
has displaced the leg 4 market. 
Senegalese, Portuguese. Pakis'ani 
and Lebanese traders are invaluable 
intermediaries and, in many rases, 
initiators of trade. In an abandoned 
Kasai diamond field of Tshipaka. 
Senegalese tr.fficers made a haul of 
more than 8 12,000,000 (twelve 
million), according to The Econo¬ 
mist. 

Official export figures are mean- 
ineless, for they cover at most, one 
fifth of tot - 1 exports, the remainder 
is siphoned via the underground 
pipeline which is superbly organi¬ 
zed with ex'ensive ramifications 
within and outside the Congo. A 
local newspaper recently reported 
th:t the President of a provincial 
assembly had gouged a million' 


Of portentous significance is that 
the Centre exercises an exiguous 
control over the foreign corpora¬ 
tions whose political cobwebs enve¬ 
lop the upper hierarchy of Gov¬ 
ernment, the civil service and the 
army. Concessions are granted 
not on the basis of priority evalua¬ 
tions, but in terms of politico-eco¬ 
nomic influence. This conjuncture 
is reminiscent of what Lord Salis¬ 
bury baptised the ‘battle for conces¬ 
sions’ that wag waged in China at 
the fin de sieclc. It is a war con¬ 
cealed, primeval in its reptilean 
intensity but rarely does the spect¬ 
acle reach the public eye, a9 high¬ 
lighted in the petroleum refinery 
concessions granted to ENI which 
aroused Standard Oil’s wail of 
agony. For weeks the atmosphere 
was charged with acrimonious re¬ 
criminations and countercharges. 
Whatever the truth or untruth in 
ENI’s rival’s allegations that the 
Adoula government had been bank¬ 
rolled, the fact remains that two 
leading executives of the interna¬ 
tional petroleum cartel were de¬ 
ported. 

But such cannibalising, in gene¬ 
ral, is done with gentlemanly de¬ 
corum behind closed doors. There 
is no nation in the world where 
embassies are so frenziedly push ng 
their national interests. At this 
point the analogy with the Manchu 
dynasty breaks down, for the fangs 
and claws of corporate capital and 
their embassy spokesmen were then 
bared openly. Not so in the Con¬ 
go. The ENI affair sent shivers 
down the spines of embassies here. 
The stakes are too high, the poli¬ 
tical implications too far reaching 
for such scandals to become the 
object of public dialogue. True 
the Congo has become a ‘police 
state, but African eyes are turned 
on it, and there is such a thing as 
African public opinion. 

The early refrain of Belacan 
haute finance circles that “the 
Americans want to evict u« from 
the Congo as they did the French 
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from lodochfaa” ha* ceased to be 
true. *Tfae American administra* 
tion's formative Congolese economic 
policy has altered course. Belgian 
interests, grafted to clerical power, 
are too deeply entrenched. The 
cost of battle would be prohibitive, 
its repercussions nothing short of 
calamitious and, indeed, it would 
transcend the Congo. Hence the 
: uneasy co-existence of virulently 
contending economic forces. Yet, 
the pickings to be pocketed in this 
tcdsses-faire land are lush for the 
concession-hunter armed with the 
appropriate kind of influence. 

The current devaluation measures 
will not staunch the haemorrhage 
for the cause of the disease is not 
economic, but political. In place 
of the six provinces bequeathed by 
colonization there are now twenty- 
two ‘provincettes’ and every newly 
created province has almost become 
an autonomous fief unto itself. 
Sprawling parasitical bureaucracies 
have been spawned matched by a 
drop in efficiency. These fissiparous 
tendencies have become so general 
that the effective sovereign power 
of the centre, it is claimed in the 
western press, does not extend even 
beyond the confines of Leopoldville 
province. 

This is misleading. It is a matter 
of degree. Many of the provincet¬ 
tes receive administrative subsidies 
from the Centre and the incomes 
of the higher civil servants are 
generally larger than their counter¬ 
parts in the Central government. 
In this system loyalties are pur¬ 
chased, and there is a certain check 
that can be placed on them. Fur¬ 
ther, as seen in the army’s quelling 
of the Luluabourg dissidents the 
centre is not entirely impotent. 

Katanga falls into a special case 
split into three province® along tri¬ 
bal lines. The Leopoldville com¬ 
missioners endowed with enormous 
powers ensure that the directives of 
the Centre are implemented. Kat¬ 
anga’s mineral El Dorado accounts 
for more than 50 per cent of the 
country’s foreign exchange earnings. 
The end of the secession has not 
unfortunately led to effective integ¬ 
ration. Living standards in Kat¬ 
anga for the masses were higher 
before January than they are now. 
This utterance is not intended as 
an encomium to the internationally 


discredited gangster-politician that 
is Tshombe. 

Even if Tthsmbe’s critics were 
vocal before the recent events, their 
strictures have been nullified by 
the sheer incompetence of Leopold¬ 
ville’s administrators. The dollar 
on the black market in Elizabeth- 
ville is higher than in Leo (one 
more channel of trafficking via Air 
Congo has been opened up) and 
consumers durables have almost 
vanished — save for the Europeans 
and the native elite. Nor is it sur¬ 
prising to see Tshombe’s portrait 
prominently festooned in all public 
buildings. When 1 enquired as to 
the reasons for their continued pre¬ 
sence the answer given is that they 
did not not wish to offend the sus¬ 
ceptibilities of the Katangese. The 
chilling truth is that Tshombe’s 
popularity within Katanga is greater 
than it ever was. 

Changed Correlation of Forces 

Yet one must not draw the pre¬ 
cipitate conclusion of David Dim- 
bleby in the New Statesman, the 
British Weekly (October 11, 1963). 
It is true that there are 4.000 mer¬ 
cenaries in the Congo. Admittedly 
4,000 disciplined and resolute gue¬ 
rilla mercenaries could harass an 
ill-trained, undisciplined, un moti¬ 
vated, u’n-tested army of 35,000. 
But the core of the vortex is not 
here. The correlation of forces 
has changed. Tshombe is an em¬ 
barrassment for the Union Miniere, 
the Belgian Government and all 
the corporate giants of the Common 
Market. An upsurge in Katanga 
would rock the boat internally 
and internationally, property would 
be destroyed and the reverberations 
of the upsurge would adversely 
affect profits. 

Tshombe served as a waxen figure 
for certain paramount economic 
interests at a specific point in time. 
Like Ngo Dinh Diem he was melted 
when his policies became too obstre¬ 
perously independent. That he may 
be remoulded again if the Central 
Government steps out of line with 
such indecent gestures as the natio¬ 
nalization of the copper belt is fea¬ 
sible. But, momentarily, such an 
awesome word as nationalization is 
not part of the chastened vocabulary 
of the ruling caste, and such an eco¬ 
nomic strategy is utterly remote in 
die present configuration. In the 
white man’s mansion, the caste has 
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found lit niche, aud it knows bjr 
the very air it breathes that house* 
boys’ murmurings imply dismissal. 

The degeneration of the Central 
Government must be related to die 
unevolved structure of political par¬ 
ties. There is no such thing as a 
political left in the Congo. There 
are only degreiea of opportunism. 
Similarly, there are no political par. 
ties although, at the last count, there 
were twenty-nine bo called. Even 
the MNCL, or the Lumumbist 
party, is fragmented into myriads 
of scabrous factions. There is no 
organization among any of them, 
no militants, no clear-cut platforms, 
no leadership, no ideology and the 
transmission belts between the self- 
appointed hierarchy and the masses 
are non-existent. Even if Gizenga 
were to be freed (the odds are 
against it) from his island prison 
it is improbable whether his follow¬ 
ing would be a mass one. His 
“Parti Solidaire Africaine” is as 
fragmented as the MNCL. 

The recent arrests and imprison¬ 
ment of trade unionists in Leopold¬ 
ville did not leave a ripple in the 
African township. That Congolese 
trade unionists represent the inter¬ 
ests of no one but their pockets 
contains a good element of truth. 
But this has historic roots. Trade 
unions were creations of the colo¬ 
nial order and, in particular, the 
church and their complexion from 
birth has remained a high yellow. 
Also any mass demonstration would 
have been applauded with bullets. 

Yet the picture is incomplete. 
Civen the dimensions of graft since 
independence disillusion is wide¬ 
spread amongst the masses and the 
terms “politics” and “politicians” 
have become synonymous with a 
contemptible breed of men. Between 
the leading politicians and the 
masses alienation is complete. 

The African township in Leo¬ 
poldville contains a potentially 
volatile mass of one million but is 
not homogeneous. It is stratified 
not only in income terms, but equ¬ 
ally on rigorous tribal lines. 
Superimposed on this is the glaring 
cultural division between the pre- 
independence urban groups and 
the post independence illiterate afnd 
politically dormant migrants who 
now constitute the majority. This 
is not a proletariat, but a proletari- 
anized mass and cannot be the basis 
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of durable political power, as Lum¬ 
umba discovered toward the end of 
his life. 

If this mass wcto ever to become 
ideologically steeled and set in 
motion, guided by purposeful ob¬ 
jectives, Mobolu’s bullets could 
not stop them. But such reorienta¬ 
tion would require a colossal 
amount of organization and there 
are no political activists or forces 
on the horizon capable of revolu¬ 
tionising the economic and social 
structure. The parliamentary dis¬ 
sidents in Brazza are negligible 
quantities. Moreover, the army is 
there to ensure that no political 
force ever attains such an objective. 

Parliament which was never an 
authentic opposition has been ice- 
boxed with the proclamation of the 
emergency, and the country is gov¬ 
erned by the fiat of the Binza tri¬ 
umvirate: Justice Minister Bom- 

boko; Ne'ndaka, boss of the secret 
police and the leader of one wing 
of Gizenga’s party, and Interior 
Minister Maboti. General Mobotu 
is the formal head of the army and 
the army is the salient buttress of 
the triumvirate’s power. 

From their genesis party structures 
were built upon tribal foundations— 
a fatal weakness. Lumumba was 
the solo national leader able to 
transcend the tribal scourge, but he 
never possessed a viable political 
organization and, of course, he was 
axed before he began. 

Three years after independence 
the country continues to be govern¬ 
ed by the Loi Fondamentale that 
had been forged in Brussels at the 
round table discussions just prior 
to freedom. It matters, in fact, 
little if a Constitution does or does 
not exist — for in any case it 
would be flouted. Elections slated 
for next year are unlikely to occur 
on the grounds that they may be 
disruptive of the social peace, and 
elections in the present nature of 
things could not alter the effective 
balance of economic power both 
within the country as a whole and 
within the provinces. 

What we are tragically reliving 
in the Congo today, as in much of 
Black Africa, is the South Ameri¬ 
canisation of its social formations, 
and this precisely at a historic mo¬ 
ment when Latin America unmis- 
takeably reveals the symptoms of 
shedding its traditional skin. 
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PACKAIR is the answer to 
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as one streamlined unit, Packair 
takes up less room and does 
a bigger job economically and 
efficiently. 
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How Positive is Our Credit Policy? 

(Contributed) 

. . ,, /* ** 4 Mjtenent in the Lok Sabha this Monday, the Finance Minister, Shri T T Krishnamachari, 
said that it was the objective of the Reserve Bank’s credit policy to ensure credit for alt “legitimate pur■ 
poses • 

tt^ was not the Government’s intention, however, he added, to usher in an era of cheap money poll- 
cy> f or , in a country tike India where capital is scarce, the accent of monetary and credit policy must neces¬ 
sarily be on realistic rates of interest which reflect adequately the real cost of capital to the economy ”, 

Earlier, on October 11, the Finance Minister had in a broadcast promised a “positive credit policy >> 
to accelerate industrial development and economic growth. 

How positive is the Government’s credit policy? 


JTOLLOWING the Finance Minis¬ 
ter’s October 11 statement,^ the 
Reserve Bank of India replaced the 
three-tier system of lending rates 
with a two-tier one with effect from 
October 30, 1963. Banks may now 
obtain Reserve Bank accommoda¬ 
tion to the extent of 75 per cent 
of their statutory reserve at 4£ per 
cent per annum and a further 75 
per cent at 6 per cent. Accommo¬ 
dation over 150 per cent of their 
statutory reserve may be available 
to banks, also at 6 per cent per 
annum, but only after negotiation 
between them and the Reserve Bank. 

After the high hopes raised by 
his broadcast. the Reserve Bank’s 
announcement came as a damper. 
The new measure was widely des¬ 
cribed as half-hearted and a case 
was made for total abolition of the 
“ outmoded ” multiple-tier system. 


tary demand which has been a con¬ 
tributory factor to the rise in the 
commodity prices”. This criticism, 
however, can be rebutted by a re¬ 
ference to the statistics of credit ex¬ 
pansion. Between May 1960 and 
May 1963 bank credit increased by 
Rs 429 crores or at an average an¬ 
nual rate of 13 per cent. Consider¬ 
ing the rise in industrial produc- 
tion during this period, this increase 
cannot be considered excessive. 

On the other hand, it is argued 
that the tier system has put bunk cre¬ 
dit in a strait jacket so tight that it 
has been responsible for the stagna¬ 
tion in investment. This criticism 
has become more vocal since the 
money market turned very tight in 
the last busy season when the inter¬ 
bank call money rate remained 
perched at 6£ per cent for quite 
some time. Most of tihe banks bor- 


This was in pursuance of the Govern¬ 
ment’s policy of encouraging small 
industries and promoting exports, 
but it could hardly be expected to 
o very far towards easing the 
anks’ liquidity position at the hei¬ 
ght of the busy season. 

Use of Bank Credit 

A case can be made out for more 
liberal credit but the danger of 
such a policy in a situation of 
scarcity, where the chances of di¬ 
version of funds to speculative 
hoarding are very great, must be 
Clearly recognised. The Govern¬ 
ment’s pricing policy, among other 
factors, has already caused a diver¬ 
sion of investment into non-priority 
sectors. This has been admitted. 
Cheaper credit may aggravate this 
trend and thereby further frustrate 
Plan priorities. 


During the first half of 1962 the 
consensus of opinion was in favour 
of raising the bank rate so as ter 1 " 
bring it into line with market rates. 
But the drop in investment activity 
following the declaration of tlje 
F.mergency, however, brought about 
a complete change in the climate 
of opinion and the pendulum swung 
to the other extreme. The need now 
was for cheap and libera! bank cre¬ 
dit as an instrument for reviving 
investment. 

Oppostte Criticisms 
The multiple-tier system of lend¬ 
ing rates has been subjected to two 
opposite criticisms. On the one hand, 
it is argued that the system has 
failed to achieve its objective of 
keeping the expansion of bank cre¬ 
dit under control. When the Re¬ 
serve Bank introduced the new sys¬ 
tem in October 1960 it was explain¬ 
ed that the aim was to secure “an 
abatement of the pressure of mone- 


rowed from the Reserve Bank at the 
penalty retes and in March, the 
amount of such borrowings exceeded 
Rs 83 crores. Banks unloaded about 
Rs 120 crores of Government securi¬ 
ties to meet the credit demand as 
against Rs 25 crores during the 
previous busy season. Further, bank 
deposits from the public declined 
by Rs 10 crores between October 
1962 and March 1963 while they 
had risen by Rs 106 crores during 
the corresponding period a year ago. 
These developments lend weight to 
the banks’ argument that the Re¬ 
serve Bank should have leen more 
liberal at that time as the credit 
demand for legitimate purposes had 
increased steeply. In March 1963 
the Reserve Bank relented somewhat 
and announced that banks would 
be eligible for additional accom- 
mod:tion against their advances to. 
small-scale industries and against 
export bills discounted by them. 


It has been pointed out by the 
proponents of liberal credit that In 
recent years the proportion of in¬ 
dustrial advances to the total bank 
advances has increased significantly 
at the expense of commercial ad¬ 
vances. According to a survey of 
bank advances bv the Reserve Bank, 
57.2 per cent of total bank advan¬ 
ces were to industries in March 
1963 as against 52.7 per cent in 
April 1961 .* This is no doubt an 
encouraging sign, though it should 
be remembered that the Reserve 
Bank has recently taken upon it¬ 
self a sizeable share of the burden 
of agricultural financing through 
its advances to cooperatives. To 
that extent, therefore, hanks are in 
a position to increase their indus¬ 
trial advances. The change in the 
direction of bank credit has been 
advanced as an argument that any 
brake on its expansion will affect 
industrial production. 
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:jykiujtrb maker aspect to be con- 
sktewd. the increasing reliance #i 
ioiattriw on bank advances as 
gainst equity capital was strongly 
criticised by the former Finance 
Minister. So long as a reasonable 
loan-equity ratio ig not established, 
increase in banks’ industrial advan¬ 
ces cannot ,be treated as an unmix¬ 
ed blessing. If, instead of supple¬ 
menting, bank advances supplant 
equity capital, industrial production 
will not rise with the increase in 
bank credit. 

Rate of Interest and Investment 

The criticism that by raising the 
cost of hank credit the Reserve 
Bank’s monetary policy has been 
responsible for the drop in invest¬ 
ment activity grossly exaggerates 
the importance of the rate of inte¬ 
rest as a determinant of investment. 
It has now become a text-book 
maxim that the cost of bank credit 
ha9 little effect on encouraging or 
depressing investment activity. "The 
data obtained from a number of 
inquiries starting with that of the 
Oxford Economists Research Group 
and ending with the Radcliffe Re¬ 
port point consistently to a low 
sensitivity of investment to interest 
cost within the normal range of in¬ 
terest rates . . . undoubtedly there 
is some rate of interest at which 
investment would be significantly 
curtailed but within the range of 
rates experienced in the fifties it 
seems unlikely that private invest¬ 
ment can be contracted bv more 
than 2 per cent”. 2 

In a largely protected economy, 
like ours, where profit expectations 
rule high, dear money loses import 
ance as a deterrent to investors. 
“The importance of the interest rate 
becomes quite minor as compared 
with fiscal considerations. In the 
case of borrowing indeed the saving 
of tax is actually more important 
than the question of how great a 
burden repayment will place on the 
borrower”. 3 With high rates of in¬ 
come tax, the effect of interest rates 
on investment activity gets further 
weakened. In most of the advanced 
countries the emphasis has shifted, 
therefore, from trying to influence 
demand for credit by manipulating 
the bank rate to regulating credit 
from the supply end by operating 
on the liquidity of the banks. 


The tier system is a compromise 
between quantitative and qualitative 
control, and has been adopted, in 
different forms, in many advanced 
countries. In Germany, for ex¬ 
ample, banks obtain central bank 
accommodation in two ways; 
through rediscounting bills at the 
bank rate up to a prescribed dis¬ 
counting quota and. beyond that 
limit, through advances at a rate 
higher than the bank rate. In some 
other countries the bank rate is 
“graded according to the Central 
Bank credit taken, bo that an in¬ 
crease in the amount is subjected 
to discrimination”. 4 

The pronounced seasonal charac¬ 
ter of bank credit in India makes 
credit control difficult. Further, the 
small size of the market for Gov¬ 
ernment securities limits the scope 
of open market operations, while 
the Reserve Bank has yet to gain 
sufficient experience in the use of 
variable reserve ratios against the 
background of wide seasonal vari¬ 
ations in credit demand. Prior to 
the introduction of the tier system, 
the Reserve Bank was operating 
through what may be called a 
“system of threats” — at the end 
of each busy season the Governor 
issued a warning that if a specified 
reduction in credit supply was not 
achieved during the slack season, 
the Reserve Bank would tighten up 
its advances policy in the next busy 
.-cason. The threat did work, but 
it was admittedly a crude system 
to operate. 

Not Too Rigid 

Heavy reliance by banks on Re¬ 
serve Bank accommodation at the 
peak of the busy season is a nor¬ 
mal feature of banking i'n India- 
Although banks say that their bor¬ 
rowings from the Reserve Bank are 
temporary, the loans persist until 
the pressure of the busy season 
eases. Under such circumstances, 
quantitative credit restriction 
through a system of variable ratios 
is likely to prove to he too rigid 
and its impact on credit supply rnay 
be too severe. In this respect, by 
holding out the possibility of Re¬ 
serve Bank accommodation even 
above 150 per cent of the hanks’ 
•statutory reserve, the two-tier sys¬ 
tem introduced in October makes 
for flexibility. Through its two 
slabs, the system allows the cost 


element hi interest rate to test the ’ 1 
intensity of demand. Before decid¬ 
ing to borrow at the higher rate 
banks would re-evaluate their ad¬ 
vances and judge more strictly the 
legitimacy of loan proposals so as 
to be able to present a plausible 
case to the Reserve Bank at the 
negotiation stage for advances 
above 150 per cent of statutory re¬ 
serves, should that stage come sub¬ 
sequently. The multiple-tier system 
thus allows the cost element In 
interest rate some scope for opera¬ 
tion. And if the growth in depo¬ 
sits which took place during the 
latter part of the last busy season 
is maintained, the increase in the 
quantum of accommodation avail¬ 
able to the banks at each of the 
two rates will he quite substantial. 

The factors responsible for the 
slow down in investment are fairly 
well known and are mostly non¬ 
monetary in character. As long as 
effective steps are not taken to re¬ 
move these obstacles, more liberal 
bank advances through larger Re¬ 
serve Bank lending to banks will 
not bolste.r up investment. It is 
interesting to note in this connec¬ 
tion that a recent survey of 34 com- 
anies showed that oniy two were 
andicapped by the stringency in 
the money market (The Economic 
Times, November 11, 1963), 

The. important point to note is 
that a “positive” credit policy 
must aim at more than ensuring 
easy availability of bank credit. 
In a planned economy like ours, it 
must go farther and ensure that 
bank advances conform to the ob¬ 
jectives and priorities of planning. 

It is here that the Reserve Bank’s 
tier-system proves to be inadequate. 

At present bank credit does not 
form an integral part of the Plan 
and is largely left to be regulated 
according to demand and profitabi¬ 
lity. Such a policy has its pitfalls. 
For one thing, bank credit is likely 
to go largely to the big borrowers, 
particularly during a credit squeeze. 

If statistics were published by the 
Reserve Bank of the break-down of 
bank credit according to the size 
of loan amounts, the extent to which 
the big borrower predominates in 
bank advances would be revealed. 
Banks cannot be blamed for this, 
since lending to big borrowers is 
generally more profitable, stable 
and safe. If adequate bank finance 
bat not been available to small- 
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■scale industries, to which the Plan 
attaches so much importance, the 
blame must be laid at the door of 
the Reserve Bank for its failure to 
give any positive direction to bank 
credit, 

A number of institutional agen¬ 
cies have been set up for financing 
small-scale industries, but the pro¬ 
blem is too big for such agencies 
to tackle by themselves. Banks 
have to shoulder a greater respon¬ 
sibility in this respect than they 
have done hitherto. The Reserve 
Bank at present allows additional 
accommodation, but the amount is 
not likely to be very considerable. 
What the Reserve Bank should do 
i9 to make the additional accom¬ 
modation, which is now available 
to banks for the asking, conditional 
on the fulfilment of certain targets 
of advances to small industries. 
Banks may be asked to channel a 
certain percentage of their advances 
to small-scale industries and addi¬ 
tional accommodation should be 
made available to banks only if 
they fulfil this target. 

The Reserve Bank could go even 
further and penalise banks which 
fail to lend to small industries to 
the extent prescribed. The penalty 
may take the form of a reduction, 
by the amount of the shortfall in 
advances to small industries, in the 
accommodation available to banks 
under the second-tier of the Bank 
Rate. Similar measures could he 
adopted to channel hank advances 
to export-oriented industries also. 
In New Zealand, for instance, since 
March this year, hanks have to 
place 1A per cent of their total de¬ 
posits with the Central Rank in a 
fund earmarked for financing ex¬ 
ports and meeting the long-term 
needs of industries. Some such 
arrangements may be usefully adop¬ 
ted here. 

Bank Advances and Plan Priorities 

The reorientation of credit policy 
should not stop with this. The Plan 
lays down a scale of priorities but 
•no effort has been made to make 
hank advances conform to these 
priorities. As far as the banks are 
concerned, at present they operate 
in a virtually plan-lesB economy. 
Greater pressure from the Reserve 
Bank on the banks to regulate their 
advances according to Plan priori¬ 
ties is, therefore, essential. But be¬ 
fore that can be done, the priorities 


have to be defined with much 
greater precision than the Plan¬ 
ning Commission. 

The Finance Minister has raised 
high hopes by talking of a “posi¬ 
tive” credit policy. But until he 
spells out the measures he has in 
mind, it will remain uncertain how 
far he will go. No doubt, the bill 
to amend the Banking Companies 
Act, now before Parliament, gives 
the Reserve Bank very wide powers 


v, ,m riRw ;©4 . F&bfevit’Kilkrt 

to Gontrol banks. But assumption 
of powers without a better appreci¬ 
ation of the purposes for which 
they are to be used, as well as 
readiness to use them for these 
purposes, will not go very far. 

Notes 

1 Resettle Bank oj India Bulletin, Octo¬ 
ber 1963. 

2 Newlyn, “Theory of Money", p 154. 
!l Otto Veit, “Changes in Monetary Po¬ 
licy and Their Consequences", p 54. 

* Op cit p 51. 



n towards progress ... 


India Steamship Co.. Ltd., has 
a steady record of progress... 
Since Independence, its ten- 
aage has increased from about 
85,000 D.W. tons to over 
200,000 D.W. tons—more ton¬ 
nage being still on order. 

Its services are also extending 
to various trade routes. After 
initial consolidation in the 
India-U.K.-Continent trade— 
the Company entered the 
Indo-Soviet service to the 
Russian Black See port* in 


1956 and later to Rumanian 
ports. In 1959 the Company 
forged still another link in the 
overseas with South America, 
and in 1960 it extended its 
service to Poland. 

Their experience and reputa¬ 
tion for fast, efficient end 
dependable service built on the 
personal care given by their 
experienced officers and crew 
to the cargo entrusted to them, 
have earned them the goodwill 
of their customers. 


SHIS 

BY MOM STIAMSHtP COMPANY 

Mwno son its cargo cam. efficiency. depinomiuty. 
SPHO AND MODERN SHIPS SU1LT TO SUIT THE NEEDS OP THE TRADE 

* 

RT SHIPPING WITH INDIA STIAHSHIP COMPANY, 

YOU WILL ALSO HILP TO CONRMVC PORSIQM 
■XCMANGS FOR INDIA 
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INDIA STEAMSHIP CO., LTD. 

'INDIA STEAMSHIP HOUSE" 

II. OIP COURT HOUSE STREET, CALCUTTA-! 
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Mid-Term Appraisal of Third Plan—II 


Plan targets of growth of 
national income or of agricul¬ 
tural and industrial production an* 
the sum of individual programmes 
and projects and the failure to achi¬ 
eve the former reflects the slow 
progress of the latter. Even in agri¬ 
culture, where unfavourable weather 
has been blamed for the poor per¬ 
formance in the Plan’s first two 
years (Table 1), progress of the 
various programmes has been by no 
means satisfactory. It will be seen 
from Table 2 that except in the 
case of minor irrigation, the finan¬ 
cial outlays on them lag behind tar¬ 
gets, The lags, of course, lengthen 
when we turn to the physical 
achievements of the programmes 
(Table 3). 

Agricultural Programmes 

To additional urea expected to 
be benefited by irrigation, minor 
and medium and major, by the end 
of 1963-64 comes to only 45 per 
cent of the target for 1965-66. The 
“ Appraisal ”, however, expects the 
target of 12.8 million acres for mi¬ 
nor and medium irrigation for 1965- 
66 to be achieved and even exceeded 
by a million acres. Hut in the case 
of major irrigation, whereas the 
targets of additional potential and 
utilisation set in the Plan were 16.3 
million acres and 12.8 million acres 
respectively, actual achievement in 
1965-66 is not expected to exceed 
11.1 million acres of potential and 
10 million acres of utilisation, lea¬ 
ving shortfalls of 5.2 million acres 
and 2.8 million aeres respectively. 
Utilisation of potential created by 
major irrigation works is expected 
to improve somewhat, as the follow¬ 
ing figures show : 

Anticipated Anticipated 
Plan target Achievement Achievement 

by 1963-64 t'V.'vf.S ^ 

(Million acres, gross) 

Potential at 

outlets 29-47 16.34 23 16 

Utilisation 22.77 13.08 18.60 

Percentage 

utilisation 77 60 80 

The two main reasons for the 
shortfall in potential of major irri¬ 
gation works are, first, that the Plan 
targets were too optimistic and. se¬ 
cond, that there have been delays 
in completing projects owing to in¬ 
crease in their estimated cost, partly 


due to underestimation initially and 
Partly due to rise in the cost of 
materials and wages. Shortage of 
cement, steel, etc and lack of for¬ 
eign exchange for imports of ma¬ 
chinery and spare parts, it is stated, 
also had a ‘'marginal effect” in cau¬ 
sing shortfalls. In the case of minor 
and medium works, inadequate 
maintenance has been responsible 
for considerable loss of irrigation. 

A major assumption in formula¬ 
ting the Third Plan targets of agri¬ 
cultural production was that the 
consumption of chemical fertilisers 
would be considerably stepped up. 
This assumption is not likely to he 
realised because of shortfall in pro¬ 
duction of fertilisers. Production of 
nitrogenous fertilisers is expected to 
be only 500.000 Ions in 1965-66 as 
against the target of 800.000 tons 
and though imports are expected to 
increase from 156,000 Ions in 1961- 
62 to 300.000 tons in 1964-65, the 
availability of nitrogenous fertilis¬ 
ers at the end of the Plan will fall 
short of the Plan target. Similar 
shortfalls are also expected in the 
availability of phosphatic and potas- 
sic fertilisers. Considering that the 
Plan targets for organie and green 


manures are also not likely to 1: 
(.•chieved, the total quantum of nt 
trirnts available to fertilise the #o 
will fall considerably short of Pla 
expectations. 

Improved seeds end better farn 
mg implements are other major r< 
quisites lor raising agricultural pre 
ductivity. However, in the first thrt 
years not even one-third of the fivi 
year target for better seeds is like! 
to be achieved. And as for impr< 
ved agricultural implements, th 
“ Appraisal ” frankly admits thi 
“progress in the introduction of ne' 
implements and equipment has bee 
generally slow”. The conclusion 
inescapable, therefore, that what< 
ver the responsibility of unfavom 
able weather for the stagnation, an 
even fall, in agricultural productio 
in the first two years, the implerrrer 
tation of none of the major prr 
grammes for increasing agriculture 
production is proceeding accordini 
to schedule -Mid. if the targets o 
production for 1965-66 are condi 
tional on the fulfilment of the* 
programmes, there are likely to bi 
serious shortfalls in agricultura 
production at the end of the Plan. 


Rice 

Wheat 

Cereals 

Poodgrains 

Sugarcane (gurl 

Cotton 

Oilseeds 

Jute 

Tobacco 

Tea 

Coffee 

Rubber 

Index Number" 
Foodgrains 
Non-foodgrains 
All Commodities 


Minor Irrigation 
Soil Conservation 
Cooperation 
Community Dev 


Total 


Table ] > 

Agricultural Production 



Unit 

1960-61 

1961-62 1962-63 

l965-6( 




Plan Estimati 

'000 tons 

33,658 

34.257 31.512 

45,000 

’000 tons 

10.818 

11.849 1 

0.956 

15,000 

’000 tons 

67.239 

68.310 66.041 

83 000 

'000 tonn 

79.691 

79.741 77.507 

100.000 

’000 tons 

10.447 

9.984 

9.228 

9.963 

•000 bales 

5.390 

4,512 

5.312 

7,065 

'000 tons 

6,520 

6.848 

6.766 

9820 

OOO bales 

3.930 

6.347 

5.367 

6,181 

’000 tons 

307 

342 

361 

325 

Million lbs 

708 

781 

759 

900 

'000 tons 

67 

45 

52 

80 

'000 Ions 

25 

26 

31 

45 


135 6 

137 5 

131.3 

171 


147.6 

148.9 

147.7 

186 


139.6 

1414 

136.8 

176 

Table 2 : 

Out lav on Agriculture 






(/?j Ctores ) 


Third Plan 

Total Outlay 

(2) as Per 


Provision 

1961-62 to 1963-64 Cent of (1) 


n) 

(2) 


(3) 

lion 

226 1 

98.6 


43.7 

176 8 

124.9 


70.6 


72.7 

33.5 


46.0 


80.1 

41.6 


51.9 

>pment (Agri- 


51.1 


40.8 

nes) 

126 0 


i Irrigation 

599.3 

293.0 


48-8 

1281.0 

642.7 


50.1 
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A BASIC MATERIAL 


With the progressive Implementation ol 
their expansion programme. Tata Chemicals 
aim to produce 400 tons of Soda Ash per day 
This very important product Is bound 
up with our Country’s industrial progress 
Not only is It a basic material for making 
Caustic Soda and other alkalies—which serve 
many industries—but the glass industry 
too depends on the use of dense Soda Ash. 
which Is also made in Micfiapur, along 
with light Soda Ash 

As India's Five Year Plans raise our standard 
of living, Tata Chemicals make their 
contribution through comprehensive expan¬ 
sion. Yesterday's planning results in 
today’s progress and In tomorrow’s chemicals 



TATA CHEMICALS LIMITED 

Bombay Home, fort, Bombay 
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. As for land raform, it is true that 
enact of the Su.es have enacted 
legislation covering the various as¬ 
pects — abolition of intermediaries, 
tenancy reform, ceiling on land 
holdings and consolidation of hold¬ 
ings — but the implementation of 
this legislation has been so ineffec¬ 
tive that much of the intended bene¬ 
fit has been lost. Legislation for 
ceiling on holdings, for instance, 
“tends to be defea ed because of in¬ 
adequate measures for preventing 
transfers of land”. Similarly, in 
regard to ensuring security of tenure 
for the tenant, it is admitted that 
“both administrative and legislative 
action taken so far have fallen short 
of the recommendations in the Plan 
in several States”. 


During the past few years the 
primary emphasis in community 
development has been placed on 
agricultural development and it has 
been stressed that its success is to 
be judged by its practical effective¬ 
ness cs an agricul ural extension 
agency and its ability to mobilise 
the largest possible local effort for 
increasing agricultur:l production. 
During the Third Plan so far the 
number of community development 
blocks has increased from 3,100 t» 
5,183, thus covering almost the en¬ 
tire rural area of the country. Of 
these, at the end of June 1963. 305 
blocks had completed 10 years of 
development, 1,452 had completed 
the first five-year stage and entered 
the second stage, 2,766 were still in 
the first stage, while in 659 only 
pre-extension works had been taken 
up. 

The central problem of agricul¬ 
tural extension is to evolve means 
of reaching both the village commu¬ 
nity and the individual farmer. As¬ 
sistance and incentives for the in¬ 
dividual farmer are of vital im¬ 
portance, but unless cultivators 
in each village can function as a 
group through the village pan- 
chayat and the village coopera¬ 
tive, only a small proportion of the 
farmers can be drawn into the agri¬ 
cultural effort. For this reason, 
much emphasis has been placed on 
the formulation of composite pro¬ 
duction plans for the entire village. 
The “Appraisal” admits, however, 
that efforts to prepare and imple¬ 
ment such plans have not yet *« r - 
ceeded in sufficient degree , though 
useful experience has been gained. 


The inability to mobilise the vil¬ 
lage community for development 
work is reflected in the slow pro¬ 
gress of the programmes of rural 
works included in the Third Plan 
to tackle the problem of unemploy¬ 
ment and underemployment in the 
rural areas. The works intended, U» 
be taken up under the programme 
include minor irrigation, soil con¬ 
servation, afforestation, drainage, 
land reclamation, flood protection 
and road building. In the execution 
of these works, an important role 
has been assigned to voluntary orga¬ 
nisations including labour coopera¬ 
tives, but the “Appraisal” concedes 
that “the process of organising la¬ 
bour cooperatives is still in its early 
stages and voluntary agencies have 
not yet taken up the execution of 
construction works in rural areas oti 
any significant scale”. 

Cooperatives 

The Third Plan has assigned a 
wide range of difficult and import¬ 
ant tasks to cooperative organisa¬ 
tions. The success with which the 
cooperatives have addressed them¬ 
selves to these tasks is difficult, if 
not impossible, to judge from the 
statistics of the growth of the num¬ 
ber of societies and their member¬ 
ship or of the extension of their 
operations given in the “Appraisal”. 
For instance, the growth of the total 
volume of short and medium-term 
credit from Rs 203 crores in 1960- 
61 to Rs 267 crores in 1962-63 (as 
against the target of Rs 530 crores 
for 1965-66) cloaks the fact that 
three-fourths of this amount is ac¬ 
counted for by six States only, 
namely, Maharashtra, U P, Madras, 



Gujsrat, Andhra and Punjab. — 
the remaining States, "despite .in¬ 
creased coverage in terns of villages 
and population, the overall impact 
of the cooperative moment is Still 
relatively small” (italics added). 
Similarly, while the quantum of co¬ 
operative credit has increased, 
little success has been achieved in 
linking credit with marketing and 
with production programmes, to 
which the Plan attaches great im¬ 
portance. And compared to short¬ 
term credit, the progress of medium 
and long-term credit has been far 
less impressive. Long-term credit 
(loans outaianding) rose to Rs 60 
crores in 1962-63 from Rs 38 crores 
in 1960-61 as against the Plan tar¬ 
get of Rs 150 crores m 1965-66. 

The Third Plan envisaged the 
setting up of 544 new primary mar¬ 
keting societies, of which 210 were 
set up during the first two years, fn 
1961-62 agricultural produce of the 
value of Rs 180 crores was marke¬ 
ted through cooperatives which are 
being increasingly associated with 
price support operations for agri¬ 
cultural commodities. About three- 
fourths of the total distribution of 
fertilisers is also being done through 
the cooperatives. In the field of 
processing, the cooperative sugar 
factories, which accounted for 
about 22 per cent of the total out¬ 
put of sugar in the country, are the 
most successful. But processing of 
agricultural products other than 
sugarcane has made comparatively 
less progress. 

The Third Plan, for the first time, 
humiliated a detailed programme 
for the development of cooperative 



Table 3 : Agricultural Programmes 


Unit 


Irrigation (Additional area benefited) 


Major and Medium 
Minor 

Soil Conservation 
Dry Farming 
Improved Seeds 
Consumption of Chemical 
Nitrogenous 
Phosphatic 
Potassic 


Million acres 
M'llion acres 
Million acres 
Million acres 
Million acres 
Fertil'serg 
’000 tons (N) 
'000 tons (PjCX) 
’000 tons (K,Cf) 


Orgaei'- ««d rtreen Manuring 

Urban Compost Million tons 

Rural Compost Million tons 

Green Manuring Million acre* 

Plant Protection_Million acres 



(1) 

(2) 

(3) 

128 

4.5 

35.2 

12.8 

69 

53.9 

11.0 

4.4 

40.0 

22.0 

10.4 

47.3 

203 

46 

3M 

800 

250 

31.3 

330 

90 

27.3 

175 

75 

42.9 

2.6 

1.2 

462 

84 

43 

51.2 

30.6 

123 

40.2 

34 

6 

17.6 
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fanning. It provides for the organi¬ 
sation of 3 IB pilot projects, one in 
each district of the country, compri¬ 
sing in all 3,180 cooperative farm¬ 
ing societies, and for the support 
and encouragement of cooperative 
farming societies which come up 
volun arily through local initiative. 
In the first two years 160 pilot pro¬ 
jects, covering 994 cooperative 
farming societies with a to.ai area 
of 121,000 acres and a membership 
of 19,800 were formed. In addi¬ 
tion, it is significant to note, 949 
cooperative farming societies came 
up outside the project areas with a 
membership of 19,462 and an area 
of 121,000 acres. As in the case of 
credit cooperatives, the progress of 
cooperative farming has been uneven 
over the country. In Maharashtra, 
U P, Punjab, Madhya Pradesh, 
Rajasthan and Kerala, it has been 
encouraging, but elsewhere “ co¬ 
operative farming is still in its early 
beginnings ”, 

Power 

The “Appraisal” anticipates a 
small shortfall in the target of 
power generating capacity, but due 
to a marked improvement in the 
utilisation of capacity the target for 
power generation is expected to 
be fulfilled and even exceeded : 



Plan 

Target 

1963-64 

Estimate 

Likely 

Achieveir 

1965-66 

Installed Capacity 




(Mn kW) 

12.70 

7.75 

12.50 

Power Generated 




(B'llion kW hrsj 

45.0 

29.8 



At the same time, it is expected 
that owing to delays in the expan¬ 
sion of industries such as fertilisers, 
aluminium, steel, etc, there will be 
a shortfall of about 1 million kW 
in the demand for power in the last 
year of the Plan as compared with 
original estimates. As a result, with 
the exception of a few States, such 
as Andhra, Gujarat, Punjab, Raja¬ 
sthan and U P, the power supply 
position in the rest of the country 
is expected to be satisfactory by the 
end of the Plan. The shortage in 
these States is expected to be met 
through inter-State links among 
neighbouring States. 

The cost of the power programme 
in the public sector was estimated 
at R s 1,039 crores, of which Rs 
569 crores or roughly 54 per cent 
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is expected to be spent in the first 
three years. Meanwhile, the costs 
of some of the gehemes, such as the 
Sharavathy, Talcher and Rana Pra- 
tap Sagar projects, have gone up 
considerably over Plan estimates 
and, besides, some new projects have 
also been taken up for execution in 
the Third Plan. As a result the 
outlay on power will need to be in¬ 
creased by Rs 91 crores over the 
Plan estimate. 

An important lesson of the acute 
and widespread power shortage in 
the last years of the Second Plan 
and the first two years of the Third 
is the need to plan power develop¬ 
ment well in advance of anticipat¬ 
ed increase in demand. It is esti¬ 
mated that generating capacity will 
have to be expanded on average by 
about 2 million kW in each year 
of the next Plan. Keeping this in 
view, advance action on a number 
of Fourth Plan schemes has been 
initiated. By September 1963 
schemes with a total capacity of 0.7 
million kW had been accepted for 
such action. 

The Third Plan envisaged an out¬ 
lay of Rs 264 crores on village and 
small industries. Of this, about Rs 
126 crores, or 48 per cent, are ex¬ 
pected to be spent in the first three 
years. Except on khadi and village 
industries, on which 56 per cent of 
the targetted outlay is expected to 
be incurred, the progress of expen¬ 
diture on the other programmes has 
lagged behind. Even on small scale 
industries, apropos which the “Ap¬ 
praisal” claims “an impressive 
growth of a variety of engineering 
and non-engineering small scale in¬ 
dustries over the last few years”, 
only 43 per cent of the outlay has 
been incurred in the first three 
years. It needs to be said, however, 
that the Government programme 
for village and small industries con- 
sists mostly of financial, technical 
and other assistance, and, therefore, 
the progress of Government expen¬ 
diture need not necssariiy reflect 
the growth of the industries. 

The principal justification for the 
large investment on village and 
small industries is their high em¬ 
ployment potential. The Plan esti¬ 
mated that they will provide whole¬ 
time employment to some 9 lakh 
persons and part-time employment 
to about 8 million persons. Com¬ 
pared with these targets, it is esti¬ 
mated that during the two years 


1961-63, additional whole-time em¬ 
ployment was created for about 2.5 
lakh persons and part-time employ¬ 
ment for about 6 lakh persons. The 
relatively slower expansion of part- 
time employment seem* to point to 
slow progress of the khadi pro¬ 
gramme which is expected to pro¬ 
vide mostly part-time employment. 

Industrial Programme 

The Plan estimated that tho pro¬ 
gramme for industries and minerals 
in the public sector would require 
an investment of Rs 1,800 crores. 
Against this, the financial provision 
made in the Plan was Rs 1,520 
crores, or about Rs 300 crores less 
than the requirement. The revised 
estimate of the investment require¬ 
ment of the public sector industries 
and minerals programme is Rs 2,292 
crores, or Rs 484 crores more than 
the Plan estimate. The actual out¬ 
lay is also expected to exceed the 
Plan estimate, but only by Rs 234 
crores, so that the spill-over into 
the Fourth Plan is now expected to 
be Rs 538 crores as against Rs 300 
crores estimated in the Plan. 

The “Appraisal” explains the 
substantial increase in the estimate 
of the investment requirement of 
the industrial programme thus : 
“When the Third Plan was prepar¬ 
ed, estimates of the cost of certain 
projects had not been made and 
such preliminary indication of costs 
as could be had was taken in¬ 
to account. Estimates of costs have 
now been made on receipt of more 
detailed information on the basis of 
project reports. There has also been 
a general increase in construct'on 
costs. Moreover in some cases the 
scope of the projects was enlarg¬ 
ed” 

Of the revised estimate of outlay 
of Rs 1,150 crores op industries by 
the Centre over the five-year period, 
the outlay in the first three is esti¬ 
mated at Rs 556 crores, or about 
48 per cent. Thus more than half 
the investment remains to be made 
in the last two years. 

The major shortfalls expected in 
the Plan targets of production are 
given in Table 4. Even the brief 
review contained in the “Appraisal” 
is sufficient to indicate that fau'ty 
and incomplete planning of projects 
and delays in implementation, ra¬ 
ther than shortage of foreign ex¬ 
change, were the principal causes 
of the slow progress of a number 
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of vital public sector projects. It is 
admitted that “the progress of pro* 
jects could be speeded up if ade¬ 
quate care is taken initially to plan 
the project in sufficient detail, to 
define its scope (and adhere to it), 
to estimate the cost and foreign ex¬ 
change requirements with sufficient 
degree of precision and to lay down 
realistic schedules of implementa¬ 
tion. The lack of adequate prepara¬ 
tory planning has largely contri¬ 
buted to the delay in the imple¬ 
mentation of certain projects in the 
public sector for which even foreign 
exchange credit was available. In 
order that planning of projects is 
done in sufficient detail, it appears 
necessary to set up appropriate 
planning units in the Ministries and 
design and technical organisations 
in major public sector undertak¬ 
ings.” 

As for the private sector, in ag¬ 
gregative financial terms investment 
in industry has probably kept pace 
with Flan expectations. But pro¬ 
gress in such crucial sectors as steel 
castings and forgings, special steels, 
aluminium, machine tools, cement 
and fertilisers is far from satisfac¬ 
tory. High priority projects have 
faced difficulties in arranging foreign 
collaboration and even in raising 
funds locally, while relatively low 
priority projects have sailed through 
fairly smoothly — as in the Second 
Plan. 

The overall position in respect of 
the industrial programme, both 
public and private, at the end of 
the Third Plan is anticipated in 
the “Appraisal” to he as follows: 
“The targets in several industries 
would be fulfilled or at any rate 
considerable advance made . . . 
There will, however, be shortfalls 
in certain crucial sectors. As a re¬ 
sult the full benefits from the pro¬ 
grammes envisaged in the Third 
Plan would be available only after 
a year or two and the Fourth Plan 
will start at a comparatively lower 
base than originally envisaged.” 

Minerals und Oil 

As noted above, the estimate of 
the investment required to carry 
through the public sector programme 
for minerals and oil has been re¬ 
vised upwards from Rs 478 crores 
a$ given in the Plan to Rs 662 
crores, Of this, actual expenditure 
during the five years is expected 
to be only Rs 529 crores, leaving 


a spill-over of Rs 133 cr ores into 
the Fourth Plan. Of the antiepated 
outlay in the Third Plan, only Rs 
193 crores. or about 37 per cent, 
are expected to be spent in the first 
three years, 

Investment in oil exploration and 
production in particular hag lagged 
behind expectations and it is esti¬ 
mated that as against Rs 202 crores, 
which is the revised estimate of the 
cost of the programme included in 
the Plan, only Rs 147 crores will 
be spent in the five years. Inevit¬ 
ably, therefore, “a substantial part 
of the e'nlared physical programme 
will be left to be completed in the 
Fourth Plan”. Refining capacity is 
expected to reach 17.9 million tons 
by the end of the Plan, with the 
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expansion of the three public sec¬ 
tor refineries by 2.55 million tons 
and the establishment of the new 
refinery at Cochin with a capacity 
of another 2.55 million tons. How¬ 
ever, full capacity production at the 
public sector refineries is not ex¬ 
pected till the first year of the 
Fourth Plan and may not, in fact, 
materialise even then. 

A shortfall of about 9 million 
tons is expected in the production 
target for coal. This is entirely the 
result of the inability of the Na¬ 
tional Coal Development Corpora¬ 
tion and the Singareni collieries, 
both in the public sector, to fulfill, 
their targets. The sector-wise pro¬ 
duction of coal is shown in the next 
page. 


Tabic 4 : Major Shortfalls in Industrial Programme 



Unit 

Plan Target 
1965-66 

1963-64 

Anticipated 

Lately 

Achievement 

1965-66 

Iron and Steel 





Steel Ingots 

Million tons 

92 

57 

7.8 

Saleable Steel 

Million tons 

6.8 

4.3 

5.8 

Pig Iron for Sale 

M-'hon tons 

1.5 

1.1 

1.2 

AMov Tool and Stainless Steel 

’000 tons 

200 

-- 

50 

Aluminium 

’000 tons 

80 

50 

68 

flonn-r 

’000 tons 

20 

95 

17.4 

Cast Iron Pipes 

’000 tons 

800 

250 

550 

Steel Wire Ropes 

000 tons 

40 

10 

25 

Castings and Forgings 





Steel Castings 

’000 tons 

200 

50 

150 

Steel Forcings 

’000 tons 

200 

58 

150 

Machine Tools 

Rs crores 

30 

145 

25 

Bolers 

Rs crores 

25 

5 

12 

Automobiles 





Passenger Cars 

’000 Nos 

30 

21 

25 

Commercial Vehicles 

’000 Nos 

60 

27 

54 

Motor Cycles and Scooters 

’000 Nos 

50 

30 

45 

Bicycle* 

Million Nos 

2 

1.2 

1.6 

Sewing Machines 

’000 Nos 

700 

400 

600 

Coaled Abrasives 

’000 reams 

400 

200 

300 

Grinding Wheels 

’000 tons 

5.4 

2.8 

40 

Clocks 

’000 Nos 

200 

70 

80 

T'me-pieces 

’000 Nos 

1.200 

140 

500 

Watches 

’000 Nos 

1.200 

50 

400 

Winding Wires 

’000 tons 

24 

8 

12 

Dry Batteries 

MOlion Nos 

350 

260 

25 

Storage Batteries 

’000 Nos 

800 

600 

750 

Radio Receivers 

’000 Nos 

800 

400 

650 

Fertilisers 





Nitrogenous 

’000 tons INI 

pno 

240 

500 

Phosphate 

’000 tons (P„O b ) 

400 

111.5 

200 

Heavy Chemicals 





Sulphuric Acid 

'000 tons 

1,500 

539 

1,250 

Soda Ash 

’000 tons 

450 

284 

350 

Plastics 

’000 tons 

74 

24 

69.5 

Paints and Varnishes 

’000 tons 

140 

72 

100 

Bicycle Tvres 

Million tons 

30 9 

14 

18 

Paper and Paperboard 

’000 tons 

700 

425 

580 

Newsprint 

’000 tons 

120 

27 

23 

Cement 

M’lhon tons 

13 

93 

120 

Refractories 

Million tons 

1.5 

09 

1.1 

Cotton Yam 

M ltion lbs 

2.250 

2 000 

2 175 

Cotton Cloth 

Million yards 

5,800 

5,200 

5,510 

Rayon Filament 

Million lbs 

140 

75 

110 

Rayon Grade Pulp 

’000 tons 

90 

20 

58 
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Plan 1963-64 
Target Antici¬ 
pated 

(Million tons) 

Likely 

Achieve¬ 

ment 

195666 

N C D C 

31.0 

11.48 

24.04 

Singareni 

6.1 

3.56 

4.10 

Private sector 

61.5 

54.0 

61.74 

Total 

98.6 

69.04 

89.88 


Transport and Communications 


Against a financial provision of 
Rs 1,486 crores for transport and 
communications in the Third Plan, 
the cost of approved programmes 
was estimated at Rs 1,630. The cost 
of the programmes has since been 
revised upwards to Rs 2,070 and 
actual outlay is now expected to he 
Rs 1,965 crores over the five years. 
Of this, Rs 1,050 are expected to 
spent in the first three years. Esti¬ 
mates of cost and outlays for the 
different programmes under trans¬ 
port and communications are shown 
in Table 5. The cost of the trans¬ 
port programme has increased from 
Rs 1,475 crores to Rs 1,907 crores 
and that of the communications pro¬ 
gramme from Rs 154 crores to Rs 
163 crores. 

The development programme for 
the railways in the Plan was drawTi 
up on the basis of an estimated 245 
million tons of originating traffic in 
1965-66. Subsequently it was re¬ 
vised to provide rail capacity to 
carry 260 million tons. However, 
owing to the shortfalls likely in the 
production of steel, coal, cement, 
etc, originating traffic in the last 
year of the Plan is now estimated at 
241 million tons. It is proposed 
nevertheless to carry through the ex¬ 
panded programme, so that trans¬ 
port capacity will he a little ahead 
of demand at the beginning of the 
Fourth Plan. Expenditure on rail¬ 
ways during the first three years is 
expected to be Rs 867 crores or 
about 68 per cent of the Plan 
provision. 

The Plan provided for an outlay 
of Rs 272 crores on roads, Rs 222 
crores by the States and Rs 50 cro¬ 
res by the Centre. The estimate of 
the cost of the States’ programme 
has been revised to Rs 241 crores 
and that of the Centre’s programme 
to Rs 175 crores. The large in¬ 
crease of Rs 125 crores in the Cen¬ 
tre’s programme is partly accounted 
for by lebemes connected with the 
Emergency which are expected to 
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cost Rs 75 crores Expenditure on 
roads during the first three years » 
estimated at Rs 220 crores Rs 
142 crores by the States and Rs 78 
crores by the Centre. The pace of 
progress of road transport was af¬ 
fected by difficulties in obtaining 
commercial vehicles. Over the five 
years the number of commercial 
vehicles was expected to increase by 
165,000. This target may not be 

reached. 

In shipping, the Plan provided 
for a gross addition to tonnage of 
375,000 CRT and, allowing for re¬ 
placements, for a net addition of 


181,000 CRT. As a result at the 
availability of ships on easier credit 
terms then anticipated, ship aggre¬ 
gating 6.07 lakh GRT have already 
been obtained or ordered, The Plan 
target of raising the capacity of the 
major ports from 37 million tons 
as at the end of the Second Plan 
to 49 million tons by 1965-66 it- 
expected to be realised, 

The progress of the more import¬ 
ant programmes in education, health, 
housing and welfare of backward 
classes, is indicated in Table 6, 
along with the Plan targets and the 
likely achievements by 1965-66, 


Table 5 i Transport and Communications 


(Rs Crores) 



Est-mated Cost 


Outlay 


Plan 

Estimate 

Revised 

Estimate 

Plan 

Provision 

Anticipated Anticipated 
1961-64 1961-66 

T ransport 

1,475.5 

1,907.1 

1,3150 

964.3 

1,8150 

Railways 

940 0 

1,196.0 

890.0 

654 1 

1,196.0 

Roads 

324.1 

478.0 

272.0 

220.0 

416.3 

Road Transport 

26.0 

27.0 

25.0 

14,7 

23.2 

Shipping 

57.6 

57.6 

56.8 

190 

51.0 

Inland Water Transport 7.5 

87 

5.5 

2.8 

65 

Ports 

105.1 

131 8 

86.5 

48.1 

1106 

Lighthouses, etc 


6.0 

60 

32 

60 

Tourism 

7.7 

7.7 

7.7 

22 

4.8 

Other Transport 

1.5 

1.5 

1.1 

02 

06 

Communications 

154.4 

163.2 

135.0 

87.9 

149.0 

Total 

1,629.9 

2,070.3 

1,486.0 

1,052.2 

1,964.0 


Table 6 : Education, Health, Housing and Welfare of Backward Classes 



Unit 

Plan Target 

Expected 

Achievement 

1963-64 

Likely 

Achievement 

1965*66 

Education 

1. General Education: Students 
(a) Classes I-V 

in Schools 
lakhs 

496.2 

452.1 

519.7 

(b) Classes VI-VIII 

lakhs 

101.7 

92 2 

109.3 

(c) Classes IX-XI 

lakhs 

45.6 

44.2 

52-6 

2. Technical Education 

(a) Degree Courses 

(Annual Admission) 

Nos 

19,137 

20,430 

23,130 

(b) Diploma Courses 

(Annual Admission) 

No, 

37,390 

36,320 

47,546 

Health 

1. Institutions 

(a) Hospital beds 

’000 Nos 

240.1 

214 0 

240.1 

(b) Primary Health Un : ta 

No8 

5,000 

3 900 

5,000 

(c) Family Planning Centre* 

Nos 

8,200 

4.500 

8,200 

2. Personnel 

(a) Medical Colleges 

(Intake) 

Nos 

8.000 

9,219 

11,500 

(b) Doctors 

’000 Nos 

81.0 

80 0 

85.0 

(e) Nurses 

’000 Nos 

45.0 

35.2 

45,0 

Housing 

1. Subsidised Industrial 

Hous-ng 

Nos 

73 000 

31.700 

66 300 

2. Low-Income Honsmg 

Nos 

75.000 

29 000 

59 000 

3. Slum Clearance Scheme 

Nos 

100.000 

45 600 

88,100 

4. Village Housing Projects 

Not 

125,000 

16,500 

66,500 

Welfare of Backward Clawe* 

1. Tribal TJeveloDment B'ocks 

Nos 

430 

224 

450 

2. Post Matric Scholarships 

Nos 

350,000 

173,604 

313,000 
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The Associated Cement Companies Limited 

Statement of the Chairman, Shri Dharamsey M Khatau 




^he following is a summary of 
the statement issued to share¬ 
holders by Shri Dharamsey M. Kha¬ 
tau, Chairman, The Associated Ce 
ment Companies Limited, on the 
Company’s working for the year end¬ 
ed 31st July 1963. <The Annual 
"General Meeting of the Company 
will be held on Friday, ' the 17th 
January 1964 at 4 p.m. at Fatkar 
Hall of S.N.D.T. Women’s Univei 
sity, 1, Nathibai Thackersey Road. 
Off Queen’s Road, Fort. Bombay. 

The world received with a sense 
of great shock and bewilderment the 
news of the assassination of Presi¬ 
dent John F. Kennedy. We in India 
have lost a sincere and good friend 
and the world will be infinitely 
poorer for the absence of this great 
statesman of high purpose. And in 
Maharashtra, with the passing of 
Mr. M. S. Kannamwar, the Chief 
Minister, we have lost an able ad¬ 
ministrator who had endeared him¬ 
self to the prop’e by his simplicity, 
integrity and fairmindedness. These 
tragic losses, from fur and near, will 
undoubtedly have their repercussions 
on all of us. 

Though we operated undei u far 
less tense atmosphere politically 
than in the previous year, the state 
of emergency caused by the Chinese 
aggression still continues. Govern¬ 
ment is 'naturally anxious to find 
additional funds to meet the great 
task of defending the country against 
all eventualities. Extra financial 
burdens have had to be borne by 
all. These levies, coupled w ; th r'-ing 
cost of production, have had a 
marked effect on the Company’s 
working. It is hoped that in the 
coming year the indications given 
by the Finance Minister of review - 
ing fiscal policies would result in 
greater confidence and lead to in¬ 
creased industrial activity and pro¬ 
duction. The Directors’ report has 
drawn attention to these and other 
difficulties that have affected the 
Company’s operational rcsiil's during 
the year, despite increased produc¬ 
tion and .sales. Once again it has 
, become necessary to draw from re¬ 
serves to pay a reasonable divid¬ 
end- 


Rise in Cost* 

I’here lias been a ’ steady rise in 
the cost of production despite con¬ 
tinuous efforts to hold it in check 
by improvements and innovations. 
In two yfeafs railway freight rate- 
have gone up by some 15 per cent 
and coal prices by 12.5 per i.-nt. 
The prices, of consumable stores and 
spares have soared up by about 15 
per cent. And the spiral has been 
urged upward hy increased royalty 
rates, higher contributions to Gov¬ 
ernment Provident Fund and State 
Health Insurance etc. Other import¬ 
ant factors responsible for rising 
costs are the steady deterioration in 
the quality of coal available, the 
imposition of power cuts and res¬ 
trictions on supply from electririn 
grids. 

Cement Prices 

Since the retention price of Rs 
69.50 per tonne for the Company’s 
cement was fixed on 1st November 
1961, there, have been substantial 
increases in the cost of production 
— due directly to Government ac¬ 
tion. The Industry made repeated 
representations to Government to 
afford necessary relief, and it was 
only on 1st June 1963 i.r. after 19 
months that Government granted 
an increase of Rs 2.75 per tonne, 
hut there was a simultaneous cut 
in the selling agents’ commission; 
thus the net increase to the Com¬ 
pany was only Rs 2.50 per tonne. 
Tliis belated but welcome increase 
was, however, inadequate to cover 
the very heavy loss in returns 
amounting to over a crore of rupees 
already incurred hy the Company. 
Costs have further increased since 
June 1963 on account of factors 
beyond the Industry’s control, and 
1 would urge that Government 
should at the earliest opportunity 
examine these increases and afford 
auiek relief to the Industry in or¬ 
der to help it play its due part in 
the national development. 

Industrial Policy 

While on the subject of cement 
prices and Government’s pricing 
policy, I would like briefly to refer 
to the World Bank Mission’s obser¬ 
vations on Indian Economy, and 


the pricing and price control policy 
of the Government. The Mission’s 
opinion appears to be that : 

>. low prices will tend to discou¬ 
rage production, reduce the in¬ 
centive to invest in expansion 
and will encourage the wasteful 
use of resources; 

"■ the policy of controlling prices 
in key-industries has diverted ca¬ 
pital from priority sectors—the 
very sectors where the need for 
expansion is greatest ! 

iii. the cost plus formula, the nor¬ 
mal basis for price fixation, is 
singularly unconducive to effici¬ 
ency and that 

iv. there is a growing recognition in 
India that prices fixed for basic 
commodities such as coal, iron 
and steel, and cement are far 
too low-. 

We ourselves have had occasions 
to express similar views regarding 
Government’s programmes and poli¬ 
cies. The various Chambers of Com¬ 
merce have already brought thesv 
observations to the notice of Gov¬ 
ernment. The Cement Industry 
strongly urges Government to give 
due weight to these aspects of the 
-Mission’s report and to allow a 
satisfactory pride, which will enable 
it to pay a satisfactory dividend, 
and also have something left over 
to plough back into the business. 
This is essential for the expansion 
of this vital basic industry. 

Development and 
Rehabilitation Allowance 

1 would also like to refer to the 
cumbersome procedure by which 
the Company is first required to 
deposit the net rehabilitation allo¬ 
wance after paying tax, in a sepa¬ 
rate account to be jointly operated 
by the Government of India and 
the Company. Rehabilitation expen¬ 
ses can be released from this ac¬ 
count only on the strength of au¬ 
dited certificates of actual expendi¬ 
ture incurred on development and 
rehabilitation of plant and machi¬ 
nery. Even then, certain items of 
legitimate expenditure incurred such 
as on crane gantries, power houses, 
railway sidings, buildings for flota- 
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bonus scheme for the Cement In¬ 
dustry must be welcomed. Under 
the scheme, a manufacturer wifi be 
paid a small bonus for every tonne 
of extra production during the ca¬ 
lendar year 1963 which is in ex¬ 
cess of the best performance achiev¬ 
ed by any unit during any of the 
years 1960, 1961 and 1962. This 
will of course mean bettering the 
best performance of the previous 
three years, and is, therefore, an 
excellent challenge to the Industry. 

Expansion, Rehabilitation 
and Diversification 


■CpmiOenocd production last year. 
hat made progress. The working till 
31st March 1963 has shown a loss 
of Rs 92 lakhs of which, as much 
as Rs 72 lakhs is on account of 
unrecouped depreciation. This Is in¬ 
evitable since, in a heavy capital- 
intensive project, the attainment of 
a satisfactory level of output ia a 
time-consuming process, which may 
take about 3 years. To provide the 
Company with certain balancing 
equipment to meet the demand for 
machinery, AVB has decided on a 
further expansion of their project 


tion plant etc., essential for effici¬ 
ent working and maintenance of 
the cement plant, are treated as in¬ 
admissible by Government. There 
does not seem to he any justifica¬ 
tion for this and we hope that Gov¬ 
ernment policy and procedure will 
be suitably modified. 

Coal and Packing Material 

The position regarding coal sup¬ 
plies quantity-wise, has eased con¬ 
siderably following the steady im¬ 
provement in transport. Unfortu¬ 
nately. the quality continues to be 
a matter of serious concern, because 
this affects, very markedly, both the 
quantity and the quality of clinker 
produced, disproportionately in¬ 
creasing the cost of cement produc¬ 
tion. The quality of Indian coal of 
all grades has deteriorated over the 
last few years while its price has 
steadily risen. Government’s action 
in encouraging the conversion of 
cement factories located in South 
India and Gujarat to oil-firing at 
a subsidised cost consequently comes 
as a welcome relief. The factory 
at Dwarka has been converted to 
oil, and the Madukkarai factory 
will follow suit shortly. In due 
course, the Kistna and Sevalia fac¬ 
tories and the new factory at Por 
bandar, will also use oil instead of 
coal in their kilns. 

So far as packing materials are 
concerned, we suffered heavily from 
Government’s insistence on fixing 
the packing charges for cement on 
the basis of a 50:50 use of new 
and second-hand bags. The frenzi¬ 
ed attempts of many companies to 
secure second-hand bags in as large 
numbers as possible served only to 
create an artificial demand which 
shot up prices of second-hand bags 
to a level far above the permitted 
packing charges. The Industry as a 
whole represented to Government 
the impracticability of such norms 
for the fixation of packing charges. 
Government revised the packing 
ratio of old to new bags from 1:1 
to 1:2 from August 1963. Even 
this ratio is high, and efforts will 
have to he made by the Industry 
to persuade Government to fix the 
ratio at the more rational level of 
1:3. 

.-Incentive Bonus Scheme 
Por Cement Industry 

The announcement by Govern¬ 
ment early in 1963 of an incentive 
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The Company’s programme of 
expansion and modernisation has 
been progressing as well as it could 
under the prevailing circumstances. 
The first unit of our new Jamul 
Works, which will manufacture 
“Slag" cement by utilizing granula¬ 
ted slag from the Bhilai steel plant, 
is expected to go into production by 
the end of 1964. The construction 
of the new “dry process” plant at 
Porbandar is also making progress. 
The production of special cements 
such as Silvicrete, slag cement, oil 
well cement, hydrophobic cement, 
etc., was stepped up and the manu¬ 
facture of other ACC products — 
FIREBRICKS/ACCOCID, ACCO- 
SET-50 and ACCOPROOF — also 

made steady progress. The machine 
and fabrication shops of the New 
Engineering Works at Shahabad 
went into production ?n the Third 
quarter of 1963. Efforts are being 
made to enlarge the scope of the 
engineering activity at Shahabad in 
technical collaboration with Messrs. 
Hitachi Ltd., of Japan. The ACC 
Technical Training Institute at Ky- 
more, started in 1957, is being en¬ 
larged to double the annual intake 
of apprentices. In course of time 
it will turn out skilled craftsmen to 
meet all our needs, 

ACC’s Central Research Station 

Construction work on our Cent¬ 
ral Research Station at Thana is 
progressing satisfactorily. Thi6 sta¬ 
tion, the first of its kind in India, 
will devote itself primarily to tech¬ 
nological and applied research on 
cement and concrete and other pro¬ 
ducts manufactured by the Compa- 
ny. 

ACC-Vickera-Babcoek Ltd. 

The HeSfy Engineering Plant of 
ACC-Vickers-Babcock Ltd., which 


Labour-Management Relations 

Labour-Management relations at 
the Works and Collieries continued 
to be cordial except at the Nowro- 
zabad Colliery, where, owing to the 
misguided attitude of the labour 
union, it was not possible to ope¬ 
rate the Coal Washery well for 
some considerable time. In August- 
September of the current financial 
year, there was an unjustified and 
illegal strike at our Kymore Works 
which lasted for 26 days. The strike 
was called off finally through the 
good offices of the Labour Minister 
of Madhya Pradesh and it was ag¬ 
reed to have the dispute arbitrated. 

The Company’s disputes pending 
before various Tribunals in respect 
of bonus from 1956-57 onwards 
have been satisfactorily settled with 
the majority of our unions which 
are affiliated to the Indian National 
Cement Workers’ Federation. As 
part of the settlement and in the 
interests of industrial peace and in¬ 
creased production, we agreed to 
pay additional bonus amounting to 
Rs 41 lakhs towards all the claims 
for the years 1956-57 to 1961-62. 
Only about 7% of our labour force 
who are members of unions affiliated 
to the All India Cement Workers’ 
Federation have not taken advan- 
tase of this settlement and are pur 
suing the dispute before the Nation 
al Tribunal. 

I would like to express on your 
behalf, the Management’s warm ap 
predation of the loyalty, hard work 
and whole-hearted co-operation of 
the Company’s employees. 

Bombay, 2nd December, 1963. 

NB: The above summary is not a 
document purporting to be a report 
of the proceedings of the Annual 
General Meeting. 
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Nirlon Synthetic Fibres & Chemicals Limited 


Speech of the Chairman of the Meeting Shree S Vaidyanatha Aiyar 


*J’ HE following is the speech deli¬ 
vered by Shri S Vaidyanatha 
Aiyar, Chairman of the Annual 
General Meeting of Nirlon Synthetic 
Fibres & Chemicals Limited at the 
5th Annual General Meeting of the 
Company held on the 16th Decem¬ 
ber 1963 : 

Gentlemen, 

I extend to you all a hearty wel¬ 
come to the 5th Annual General 
Meeting of your Company. 

Before I proceed to matters spe¬ 
cific to your Company, I must ex¬ 
press our profound sorrow at the 
tragic assassination of President 
Kennedy and the demise of Shri 
M S Kannamwar, our Chief Minis¬ 
ter and five top Officials of our 
Defence Services. 

As participants in the Prosperity 
of your Company, you will appre¬ 
ciate that the whole project came 
into existence, owing to the vision, 
the enterprising spirit and business 
acumen of the entrepreneurs, Shree 
Nanubhai Jhaveri and his brother 
Shree Pramod Jhaveri, the well- 
known Jewellers. The successful 
completion of the project owes 
much to their Highness the Maha¬ 
raja and Maharani of Travancore 
and His Highness Madansinhji the 
Maharao Saheb of Kutch. 

By and large, Nylon occupies a 
place of importance. It is a syn¬ 
thetic fibre created by modern tech¬ 
nology and has proved to be vital 
for industrial development in many 
countries. In India, it is in great 
demand for several purposes. Apart 
from its high utility value for tyre 
cord, it is used for fabrics for rain 
wear, ground sheets, light-weight 
tents, gun equipment covers, safety 
belts and parachute harnesses. Its 
tensile strength, its resistance to 
water and its durability combined 
with lightness render it eminently 
suitable for commercial, industrial 
and defence requirements. 

Because of this development, the 
establishment of the Nylon Plant of 
Messrs Nanubhai Industries now 
known as Nirlon Synthetic Fibres & 
Chelnicals Limited is of relevance 
and importance. Your Company 
will be of increasing importance in 


the years to come as India's indus¬ 
tries and military requirements and 
resources develop. The new name of 
the Company encompasses admirab¬ 
ly the purposes of this Organisation 
which was promoted and organised 
in 1958 and was intended to deve¬ 
lop into an integrated synthetir 
fibre vertical unit. 

Expansion Programme 

The Company has, you will be 
pleased to learn, decided to go 
ahead with its Rs 10 crore program¬ 
me of expanding its present capa¬ 
city for Nylon yarn production and 
of undertaking for the first time in 
this country the production of Nylon 
tyre cord and also of Caprolactam, 
the much coveted principal raw 
material for the Nylon industry. 

The range of the Company’s pro¬ 
duction, at present covers Nylon 
yam of 15D, 20D, 30D, 60D and 
70D. The Company’s entire produc¬ 
tion is readily absorbed since there 
is an ever growing demand for Ny¬ 
lon yarn in the country both for 
civilian and Defence requirements. 
The quality of the yarn produced 
by the Company is satisfactory. This 
is naturally due to the rigid quality 
control enforced at every stage of 
manufacture. The full production 
of the Plant is expected to result in 
an annual turn-over of Rs 4 crores. 

Further, with a view to meeting 
the speedily growing demand for 
Nylon, the Company has decided to 
raise its capacity for Nylon yarn 
production to 5.6 tons a day from 
2 tons a day as at present. This is 
a happy augury for the future. The 
necessary industrial licence for ex¬ 
pansion of capacity has already 
been obtained by the Company and 
negotiations with the U S Govern¬ 
ment Lending Agency for a Foreign 
Exchange Loan are in progress. 

The expansion programme is ex¬ 
pected to cost about Rs 2.77 crores 
inclusive of Rs 1.68 crores in for¬ 
eign exchange. The. original Nylon 
Plant of the Company has been so 
designed as to accommodate addi¬ 
tional Plant ahd Equipment without 
*ny - additional -construction Work. 
Your Company has chalked out 


plans to undertake within the licen¬ 
sed capacity manufacture of stretch¬ 
ed Nylon yarn used by the Hosiery 
industry and Nylon tyre cord re¬ 
quired by the Automotive, Tyre In¬ 
dustry. Nylon Tyre Cord is now {aBt 
replacing viscose tyre cord in the 
production of Rubber tyres for auto¬ 
mobile heavy duty vehicles and air¬ 
craft in U S A & Europe. 

For the main raw material Cap¬ 
rolactam, your Company depends on 
imports at present from Messrs Al¬ 
lied Chemical Corporation, USA. 
The imports of this material are 
paid for through exports of fabrics. 
The Company has commenced its 
export programme and has been 
able to export to Europe, Middle- 
East and Par East and has establish¬ 
ed some important connection in 
these areas. Further the Company 
has been able to secure firm orderB 
for exports to meet all the foreign 
exchange requirements. This scheme 
will continue to operate till the 
Company’s own Caprolactam Plant 
starts functioning. In order to save 
the foreign exchange expended on 
raw material imports, the Company 
has already secured a licence for 
the establishment of a Caprolactam 
Plant with a daily capacity of 12 
tons. The Company is negotiating 
for collaboration with a firm of 
international repute, the largest pro¬ 
ducers of Caprolactam in the USA, 
and the Central Government have 
indicated approval of the terms of 
negotiations. It is proposed to set 
up the Caprolactam Factory at 
Thana where Phenol required for 
the production of Caprolactam will 
be available. The over-all capacity 
of the proposed Caprolactam Plant 
will be big enough to meet the re¬ 
quirements of the Nylon industry 
in the Country. When the Capro¬ 
lactam Plant is in full production, 
it is expected to yield 60 tons ner 
day of Ammonium Sulphate, a Nit- 
rogen-rirh fertiliser as a by-pro¬ 
duct. It will be also possible to tap 
Cyclohexanone, an important inter¬ 
mediary compound used in a num¬ 
ber of industries such as paints, 
lacquers, pesticides and pharmaceu¬ 
ticals. We should be able to achieve 
these targets with the co-operation 
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of all of you as well as those new 
members who are expected to Join 
us. 

Now, I turn to what is uppermost 
in your mind, the Accounts. The 
Accounts for the year ended 31st 
March 1963, reveal the position as 
follows: 

Sales for the first 4 
months of produc¬ 
tion. (The Com¬ 
pany commenced 
production on 2nd 
December 1962 : Rs 28,58,985 

Profit before depre¬ 
ciation : Rs 2,69,882 

Deduct depreciation 
including extra 
shift allowance on 


'i£1 


/dMic' 1 * iSarai 


, . , - . : i . • -. n , 

Plant & Machinery: Rs 16,7?,866 fidence and optimism to ifc* ftrttsw 
Net Loss carried to ■ and expect a fair return on. their 

Balance-Sheet Rs 14,03,984 investment. 


The loss is mainly dw to our 
providing depreciation on the dimi¬ 
nishing balance method which hatu- 
rally would be heavy during the' 
first few years. Development Rebate 
at 20 per ent on the Value of Plant’ 
and Machinery installed is aVaila- 
ble under the Income Tax Act. Re¬ 
serve for the Development Rebate 
will be created when sufficient pro¬ 
fits are available. 

The Sales for the subsequent 8 
months from April to November 
1963 amounted to Rs, 1,49,82,000. 
The shareholders can loojc with con- 


„ T may inform you that we intend 
to enter the Capital market for the 
issue of, 1,06,000 Equity Shares of 
the,jface value of Rs 100 each for 
qash at par. 

Before. 1 conclude, I wish to ex¬ 
press on behalf of the Board, my 
appreciation for the co-operation 
and valuable services rendered bv 
our foreign collaborators and loyal 
services of our staff and workmen 
at the Factory. 

Now, I move that the Accounts 
be adopted. 

Bombay, 

16th December 1963. 


The Scindia Steam Navigation Company Ltd 

Statement of the Chairman, Shri Dharamsey M Khatau 


THE 

following is the summary of 
the S atement of Shri Dharam- 
sey M Khatau. Chairman, The Scin¬ 
dia Steam Navigation Company Ltd. 
made .at the 44th Annua! General 
Meeting of the Shareholders on 
Wednesday, the 18th Decembei 
1963, at Scindia House. Ballard 
Estate. Bombay ; 

The improvement in the Com¬ 
pany’s results in the year under re¬ 
view. observed Shri Dharamsey 
M Khatau, Chairman of the Scin¬ 
dia Seam Navigation Co Ltd, in 
his statement to the Shareholders of 
the Company at the 44th Annual 
General Meeting was due to impro¬ 
ved performance and the upward 
revision of freight rales coupled 
with such rationalisation of the fleet 
and services as the Company achie¬ 
ved in its overseas trades having 
due regard to its essentially liner 
nature. The 10 per cent increase in 
the Westbound freights had come 
not a day too soon inasmuch as these 
freights had rema’ned steady at the 
same level since 1957. 

Regarding emo'oyment of 10/ 
12,000 d w t ships as trrmps for 
carriage of cargoes presently being 
carried by Liner vessels, he said this 
would load to wasteful conv^-'t'tion. 
Shri Khatau requested the Govern¬ 
ment of India to bear this in mind 
and to see that no r>ar a lV] service 
is sought to be established by tramp 
interests, as such a step would mere- 
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ly give a set-back to what has already 
been achieved by Indian shipping in 
the field of international shipping: - 

Coastal Shipping 

As regards the rates of freight on 
the Coast. Shri Khatau referred- to 
the appointment of Shri T S Paraau- 
ruman, as a One-Man Commission 
to review the ease of shipowners,' 
nnd he hoped that the Commission 
would look into the ufgent need of 
allowing the coastal operators :ui 
appropriate increase in height' rates 
so as to provide an adequate return 
on capital employed. 

There was another aspect of coas¬ 
tal shipping which Shri Khatart 
dealt with in his observations'! 
commenting on the occasional sh'ft 
one noticed in the Government n;d ; - 
rv in allocation of coal cargo !ead : 
ing to withdrawal of some shirrs* 
from coastal employment, he said it 
would he onh’ fair that Indian 
shipping should expert to carry on 
the coast the increased quantity of 
the cargo that would be adequate 
for increased eqastal tonnage so that 
coastal operators did not have to 
fare the serious situation about find¬ 
ing cargo foi their increased ton¬ 
nages. 

Shri Khatau referred to the pro¬ 
blem of mounting operating costs 
arising from Increased benefits given 
to the dock labour under Various 
Awards and also from increased 


port charges and he said it was very 
necessar/ that the steps should he 
taken to establish an appropriate 
machinery like the Tariff Commis¬ 
sion to evaluate such rise in costs 
with in. view to suitable compensa¬ 
tion irt freight rates. 

He further advised the meeting 
that, out of the three 17 knots fast 
motor,vessels — JALAKJKT type— 
ordered with Messy* Hindustan 
Shipyard, th.e first vessel is now" ex¬ 
pected to he delivered by about the 
middle of 1964-, although its keel 
was laid as far as back as on 12th 
October. 1961. The second vessel is 
scheduled to he launched shortly and 
it will he ready sometime in 1965. 
Keel. of the third vessel was laid 
on 26th Apri I 1963. He also re¬ 
ferred to the recent addition fo the 
Company’s fleet of two second-hand 
motor vessels — one of 12.800 
<1 w t and another of 11.700 dwl 
—both built in 1958 and having a 
speed of 1 l knot*. These vessels 
have been acquired on a deferred 
payment basis. 

His observations about future 
prospects were that : 

“the recent spurt in the intei- 
natioiial freight markets about 

whbh a rf-ferenre has been unde 

earlier will, it is hoped, h ve. a 
steadying influence on the general 
level of liner rates. I also hnor 
that the findings of the One-Man 
Commission now examining the 
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coastal freight rates will lead to 
recommendations of more reason¬ 
able upward revision. With the 
Government of India recognising 
the need to ensure economic fre¬ 
ights for our shipping and by pro¬ 
per planning, both in coastal and 
interhationai spheres, we can look 
forward with confidence to a 
steady and planned progress of 
our industry”. 

Konkan Services 

As regards Konkan Services, Shri 
Khatau stated that the amounts in 
respect of a subsidy in lieu of 8 per 
cent increase in fares as well as the 
repair cost in excess of the Rau 
Committee’s estimate for the years 
1961-62 and 1962-63 had not been 
received as promised by the Go¬ 


vernment. As no Agreement could 
be reached with the Government of 
Maharashtra in regard to the ques¬ 
tion of payment of dues payable by 
them, the Company could not re¬ 
sume the Konkan Services from 1st 
September 1963. Thanks, however, 
to the good offices of the Central 
Government, the Maharashtra Go¬ 
vernment paid an ‘on account’ 
amount of Rs 4 lakhs which enab¬ 
led the Company to resume its ser¬ 
vices from 11th October, 1963. 
He further stated that the Commi¬ 
ttee that was proposed to look into 
the matter had not yet statted func¬ 
tioning and urged that early steps be 
taken to set it up. 

Shri Khatau thanked Shri Jagji- 
van Ram. the then Minister of 
Transport and Communications, and 
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Shri Raj Bahadur, Minister for Ship* 
ping and the officials of the Ministry 
of Transport for the interest taken 
in the shipping problems. He also 
referred to the. services rendered to 
the cause of Indi-n shipping by Shri 
G L Mehta, the First Chairman of 
the National Shipping Board and 
welcomed Shri C H Bhabha the 
newly appomed Chairman of the 
Board and expressed his confidence 
that with his inspiration and efforts 
we would soon achieve and even 
exceed the target of two million tons 
for our national shipping. 

He also appreciated the services 
rendered by the officers and staff 
and the Company’s Agents abroad 
and in India and thanked the ship¬ 
pers and consignees for their con¬ 
tinued support. 


Around Bombay Markcls 

Dalai Street Is Buoyant 


JJALAL STREET is all joy. And 
not without reason. The uneasi¬ 
ness that followed the Cabinet’s re¬ 
jection of the Select Committee’s 
suggestion regarding conversion of 
past Government loans into equity 
capital has quickly disappeared. It 
is not merely that the Finance Minis¬ 
ter has slightly modified his stand 
on this controversial proposal, hut 
he has been at pains to assure the 
business community that the Govern¬ 
ment means no harm in seeking 
powers to convert the. existing loans 
into equity shares and that this 
power will be used only in the best 
public interest. But this is by no 
means the chief reason for the stock 
market’s renewed buoyancy last 
week. 

It is T T K’s latest statement on 
the economic situation, giving a 
broad hint of the measures he pro¬ 
poses to take in order to step up 
the economic and industrial tempo 
that has brought cheer to the stock 
market. The Finance minister has 
held out the hope of suitable modi¬ 
fications in the fiscal policy which 
would stimulate saving, investment 
and production and thereby contri¬ 
bute even more to the buoyancy of 
public revenues than the present 
taxes. The stock market does not 
seem to be the least perturbed bv 
the prospect of ‘ astute and strin¬ 


gent ’ measures to meet the evil of 
tax evasion because unaccounted 
wealth is not finding its way to the 
investment market and if tax eva¬ 
sion can be checked it will help a 
more equitable distribution of the 
tax burden. How exactly T T K 
will modify and rationalise the tax 
structure so as to improve the per¬ 
formance of the economy without 
disregarding the need for raising re¬ 
sources on an adequate scale, it is 
difficult to say. But there is little 
doubt that he is determined to give 
a new drive to the economy. 

The way T T K has created the 
psychology of confidence since he 
took over the portfolio of Finance is 
indeed remarkable. And this change 
in psychology is by no means to be 
a'tributed entirely to the magic, of 

words. For the Finance Minister 
has already announced a series of 
concessions to industry and trade 
which have a great significance for 
the slock market. The abolition oT 
price control over as many as 16 
commodities has been quickly fol¬ 
lowed by a spurt in shares of com¬ 
panies engaged in the manufacture 
of dyes and chemicals and rayon 
yarn which are still in short supply. 
Industry circles are pleased with the 
raising of the limit for exemption 
under capital issues and for licen¬ 
sing from Rs 10 lakhs to Rs 25 lakhs. 


Thursday, Morajng 

Even more welcome is the Suspen¬ 
sion, though temporary, of premium j 

payments under the Emergency 
Risks Insurance scheme for the 
fourth quarter which is expected to 
save the industry anything between 
Rs 3 crores and Rs 4 crores. 

The stock market's buoyancy 
seems well justified. The market 
can be confidently expected to scale 
new peaks in course of time. It is, 
of course, difficult to say how the 
upward trend will progress week 
by week. Hitherto, the rise has been 
confined largely to the speculators’ 
favourites. But it will not perhaps 
be long before investment scrips also 
begin to edge their way up. T T K’s 
plans to stimulate the economy 
should go a long way in restoring 
confidence in the investment mar¬ 
ket. Speculators have already given 
the lead. 

Cotton 

Futures Irregular 

£OTT()N futures lust week moved i 

rather erratically, suggesting A 

that the market was inclined to / 1 

allow teehnical forces have their'' 
full play and digest the recent gain 
before making any further - flu? 

The March contract which had 1 

bid up to Rs 721.25 on lt)th Dtv y 

her was marked down to Rs ^ yf!,‘ 
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on the 13th but it was up again at 
Rs 722 the very next day and made 
a new high of Rs 725.25 on the 
16:h. It receded quickly to Rs 
71&.50 on the following day but 
rallied to Rs 723 the next day be¬ 
fore winding up the session at Rs 
721. The quotation eased to around 
Rs 719 in kerb dealings the same 
day. 


Spot advices continued to be quite 
firm but the rise in futures had 
been much too steep to be continu¬ 
ed without necessary technical ad¬ 
justments. The market therefore did 
well to take a pause. Corrective 
profit-taking was fairly heavy. That 
it should have been absorlted with¬ 
out any important break in prices 
is an indication of the market’s in¬ 
herent strength because of the down¬ 
ward revision of crop estimates to 
around 55/56 lakh bales. The futu¬ 
res market might remain subdued 
for a while because of technical 
considerations but once the process 
of technical adjustment is comple¬ 
ted, futures can be expected to 
moved into new high ground. 

The crop movement is not unsatis¬ 
factory. The mills are by no means 
aggressive buyers. Even so some of 
the varieties are quoted at or above 
the ceiling. C02, 197/3 and Dig- 
vijay are being eagerly sought by 
the mills without much considera¬ 
tion for the price. Even the not-so- 
very popular varieties are quoted 
only Ks 40 to Rs 50 per candy be¬ 
low the ceiling. But for the reason¬ 
ably large carryover from the previ¬ 
ous season, there might have deve¬ 
loped a virtual scramble for cotton 
by now, the flow of new crop arriv¬ 
als notwithstanding. The prospect 
of a crop of 55 lakh to 56 lakh 
bales in face of the rising trend in 
consumption is certainly disturbing. 
The imbalance between demand and 
supply would have been far more 
serious if cloth production had been 
.kept up to the Plan schedule. That 
cotton production in the third year 
V the Third Plan should he far 
clow the original target set for the 
Vond Plan is a sad commentary 
\the efforts that have so far been 
\tep up cotton production. It is 
\sh to blame the weather for the 
fall in production. It should be 
Vie to bring about an appreci- 
acrease in the miserably low 
t/)^f 100 to 110 lbs an acre 
proper organisational effort. 
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Exporters did not mention any 
fresh important business in Bengal 
Deshi last week. But Deshi prices 
have continued to show a firm ten¬ 
dency despite the rather slack over¬ 
seas demand. This is because the 
statistical position of Bengal Deshi 
is distinctly strong. The carryover 
from the previous season is almost 
negligible. The crop is just an 
average one while there has como 


about . an appreciable increase in 
mill demand for this variety. Though 
overseas demand has continued to 
be rather slack, export houses are 
confident about exhausting the two 
lakh bales quota within a few mon¬ 
ths. Sales registered as on 13th 
December amounted to 77,022 bales 
and actual business is placed 
around one lakh bales. 


Ship By Great Eastern's 
'JAG' SHIPS 

... and Mp to bvHd up India’* 
dtlpplat pwwr and oMritlm* 
_ - trad*. 
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jay Engineering Works 


PRESIDING over the 26th Annual 
; General Meeting of Jay Engi¬ 
neering Works, _Lala Charat Ram, 
Chairman oi the Company, explain¬ 
ed that although the production of 
newing machines increased by 20 
per cent and of fans by 10 per cent, 
the performance would have been 
better still for power shedding in 
Calcutta. The reduction of profits 
for the year ended March 31, 1963, 
was due to the higher incidence of 
excise and import duties on raw 
materials, higher raw material cost, 
railway freight, contributions to the 
Employees’ Provident Fund retros¬ 
pectively from January 1960, etc. 
The Company’s Hyderabad factory 
which commenced operations during 
the year made a loss owing to 
teething troubles, and reduced the 
overall profit. However, the current 
year’s working so far was has been 
satisfactory with a rising trend in 
production, and the year should 
end with a better showing. 

A notable development in the 
current year, the Chairman observ¬ 
ed, was that as a result of improv¬ 
ed production planning technique, 
the increase in production is not 
accompanied by a corresponding 
increase in the capital employed. 
‘Ushamatic’, the Company’s auto¬ 
matic zig-zag sewing machine is 
well received in the market, hut 
the Hyderabad factory which pro¬ 
duces this machine will take another 
two or three years to show profits. 

With regard to exports. Lala 
Charat Ram said, steps are being 
taken to reorganise the export set¬ 
up for greater sales effort. An in¬ 
dependent division under the name 
of ‘Usha International’ has been set 
up in the sales agency. 

Industrial operations all over the 
country, Lala Charat Ram said, 
suffer from a cost price inflation 
which is almost entirely due to 
official imposts, higher transport 
charges, etc, and which militates 
against holding the price line in the 
country. Referring to industrial 
lahour, he deprecated the increas¬ 
ing tendency of the leadership to 
make short-sighted demands in the 
matter of annual emoluments and 
working conditions which are not 


consistent with the interests oi the 
economy. According to him there 
is no conflict of interest between 
the employees and the industry. 
Both interests are identical and the 
problem is to enlarge’ the size of 
the economic pie, not to quarrel 
over one’s share in a constant or 
diminishing pie. More and better 
jobs, improved wages and better 
working conditions are possible only 
if industry is productive and pro¬ 
fitable. The problem of unemploy¬ 
ment can he solved only by the 
growth of industry. 

Commenting on the progress of 
the Third Five-Year Plan in the 
light of the decreasing trend of 


• 

return on investment, Lala Chan* 

Run. suggested that the Planning 
Conmamon and Government should 
consider reorienting the direction oi 
investment and draw useful lessons 
from the experiences oi Japan and 
Germany. 

New Central Jute 
]\JEW Central Jute Mills had 
made substantial and all-round 
progress during the year ended 
March 31, 1963, stated the Chair¬ 
man of the Company, Shri A K 
Jain, at the last Annual General 
Meeting. The output of the jute 
mills increased by over 21 per cent 
over the previous year. During 
the year 104 broad-looms were 
added to make a total of 256 and 
the number has been further in¬ 
creased to 327 during the current 



A thrifty person saves today and saves 
his tomorrows while a spendthrift 
spends today and spends away his 
tomorrows as well. 





E.R.W. 

BOILER 

TUBES 




LOCO 

We supply E.R.W. loco 
boiler and superheater 
tubes from our Jamshedpur 
Works to meet the bulk 
of the Indian Railway’s 
demand. These tubes meet 
all the technical require¬ 
ments of Indian Railways. 


For trouble-free steam raising In all applications 
calling for rigid specifications, Electric Resistance 
Weld tubes are In every respect equal to 
corresponding seamless tubes. High frequency 
current ensures efficient welding, and 
normalising is carried out in controlled 
atmosphere furnaces to produce a ductile tube 
with a smooth, blue finish. 



MARINE 

Our E.R.W. tubes meet 
all the tests specified by 
Lloyd’s Register of Shipp¬ 
ing. Indian Tube is on 
Lloyd’s Register of Shipp¬ 
ing’s list of approved 
manufacturers. 



LAND 

Our E.R.W. tubes for land 
boilers are accepted by the 
D.G.S. & D. and comply 
with the Indian Boiler 
Regulations. We also carry 
ready stocks of this cate¬ 
gory at our Warehouses. 


INDIAN TUBE 


THE INDIAN TUBE COMPANY (1953) LIMITED 

A TATA-STEWAATS AND LLOYDS ENTERPRISE ' 
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year against a licenced capacity of 
350. The Company made an all- 
i time record profit of Rs 1.32 crores 
during the year, the highest in the 
jute industry. This is due to the 
large-scale expansion of the mills 
which the management accomplished 
at a considerable sacrifice of their 
own remuneration. 

The Company is fabricating 
broad-looms in its own workshop 
which is now modernised and 
strengthened to meet increasing 
needs. In 1962-63, 33 per cent of 
the broad-looms installed by the 
mills were its own fabrications as 
ugainst 7 per cent in the previous 
year. During the current year this 
percentage has increased to 92. Self- 
fabrication enabled the Company 
not only to expedite expansion pro¬ 
gramme but to sav#Rs 50 lakhs of 
foreign exchange which would 
have been spent otherwise. In the 
field of carpel-backing manufac¬ 
ture, the Company's production is 
well accepted in overseas markets 
and in order to propagate the use 
of double back in carpet-backing, 
the Company has already installed 
2 single beam dressing machines. 

Referring to the Sahu Chemical 
and Fertilizers unit, Shrj Jain tv- 
vealed that modifications effected 
in the plant resulted in substantial 
improvement in the output during 
the year, and during the 8 months 
of the current year there has been 
an increase of 25 per cent in pro¬ 
duction as compared with the same 
period last year. Higher produc¬ 
tion last year was not followed by 
higher earnings owing to higher 
■osts of basic materials, The ctir- 
vnt year's financial results would 
lIso depend on the extent to which 
he cost of basic raw materials, 
ivcr which the industry has no 
ontrol, is checked by Government. 

On the export front, Shri Jain 
tated, the Company had entered 
ito collaboration with a Thai Coin- 
any for the supply of technical 
now-how for erecting a jute mill 
i Thailand for which project, the 
ompany will supply machinery 
nd equipment from India and earn 
>reign exchange. The Company 
ts undertaken to train Thai appren- 
:es in its mills at Calcutta. 

Money Market 

Thursday. Morning 
JONKY supply in the call loan 
market was adequate to meet 
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the needs of sorrowers during the 
past mite .week. However, the inter¬ 
bank call money rate did not come 
down on that account, but was well 
maintained at 4.5 per cent on a par 
with the Bank rate. Paradoxical 
though this may seem, this in a way 
suggests that the seasonal demand 
for funds is expected at any moment 
to spurt sharply. Besides, keeping 
in view their end-year requirements, 
bankers seem unwilling to extend 
funds at lower rates and are trying 
to maintain a highly liquid position. 

The scheduled Banks’ statement 
for the week ended December 6, is 
reflective of the large demand for 
funds on hankers, causing stringency 
in the money market. The full of 
Rs 20.90 crores in deposits and the 
rise of Hs 33.18 crores in Bank cre¬ 
dit weie quite sizable compared 
with the preceding weeks of the busy 
season. Such increased demand for 
funds obviously compelled bankers 
to liquidate investments of thv value 
of Rs 29.51 crores and borrow Rs 
13.80 crores from the Reserve Bank. 
In spite of such heavy demand for 
funds, the fact that the turnover of 
money at call during the week was 
less by Us 12.52 crores suggests that 
thv dependence of hankers on the 
call loan market was considerably 
less. Yet, paradoxically, the call 
rate went up to as high as 5 per 
cent, crossing thv Bank Rate. 

The Reserve Bank's statement for 
the week ended December 13, 
points to u continuation of demand 
for funds, though it appears now to 
be a little less intense. Active notes 
furthei expanded by Rs 22.70 cro¬ 
res. making a total expansion of Rs 
71.18 crores during the last fort¬ 
night. Of this the outflow of notes 
from the Banking Department amo¬ 
unted to Hs 8.34 crones and there 
was a net additional Note Issue of 
Bs 11.36 crores. Besides, there was 
an outflow of Rs 65 lakhs in rupee 
coins from the Issue Department. A 
rise of Rs 5 crores in foreign secu¬ 
rities and of Rs 10 crores in rupee 
securities provided cover for the 
additional issue of notes and coins. 

Expansion of currency from 
November 1. to December 13, 
amounted to Rs 92.32 crores. Du¬ 
ring the period from November 1 
to December 6. bank credit expand¬ 
ed by Rs 52.06 crores while depo¬ 
sits fell by Rs 26.69 crores and in¬ 
vestments were depleted by Rs 39.28 
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crores. It is perhaps against thl* 
background and their end-year 
needs, that the reluctance of banka 
to lend at lower rates should be 
understood. But, in any case, the 
call money rate cannot be sustained 
above the Bank Rate for long since 
bankers have a large unused bor¬ 
rowing limit with the Reserve Bank 
at Bank Rate, their borrowings at 
present amounting hardly to Rs 7.86 
crores. 

Treasury Bill lenders during the 
week ended December 17, did not 
evoke much response under the pre¬ 
vailing conditions of the money 
market. The rate of discount re¬ 
mained the same as last week at 
2.315 per cent. ‘Intermediates’ sold 
turned out to be quite meagre at Rs 
23 lakhs, reflecting absence of inter¬ 
est in Treasury Bills. 

The Central Government’s depo¬ 
sits which had been rising for some 
weeks declined sharply by Rs 34.08 
crores during the week ended 
December 13. Staff Governments’ 
deposits were, however, higher by 
Rs 4.68 crores, indicating transfer 
of funds to the States. The net fall 
in deposits, was accompanied by a 
reduction of Government borrow¬ 
ings by Ks 6.97 crores denoting ad¬ 
justments. Scheduled banks did not 
increase their deposits beyond a 
fractional amount of Rs 20 lakhs 
but they reduced their borrowings 
by Rs 6.75 crores. This in a way 
indicates that the strain they ex¬ 
perienced in the preceding week had 
somewhat diminished. 
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